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FOREWORD 


The Federal Power Act was originally enacted as the Federal 
Water Power Act, approved June 10, 1920 (41 Stat. 1063, 16 U.S.C. 
791-823). The Federal Power Commission was reorganized January 
1, 1931, as an independent Commission under the act approved June 
23, 1930 (46 Stat. 797). By title II of the Public Utility Act of 1935, 
approved August 26, 1935 (49 Stat. 838), the original Federal Water 
Power Act was made part I of the “Federal Power Act” and parts 
IT and III were added. Section 24 of the Federal Power Act was 
amended May 28, 1948 (62 Stat. 275). Section 202(f) was added to 
the Federal Power Act on August 7, 1953 (67 Stat. 461). The Com- 
mission also administers the National Gas Act, approved June 21, 
1938 (52 Stat. 821, 15 U.S.C. 717-717w), as amended February 7, 1942 
(56 Stat. 83, 15 U.S.C. 717£), July 25, 1947 (61 Stat. 459, 15 U.S.C. 
717£), and March 27, 1954 (68 Stat. 36, 15 U.S.C. 717(c), and has 
certain duties under the Tennessee Valley Authority Act, approved 
May 18, 1933 (48 Stat. 1075), and amendments thereto; the Bonneville 
Act, approved August 20, 1937 (50 Stat. 731); the Fort Peck Act, 
approved May 18, 1938 (52 Stat. 403) ; and under various Flood Con- 
trol and River and Harbor Acts (notably the Flood Control Act of 
1944, approved December 22, 1944 (58 Stat. 887) ), and other statutes, 
as well as Executive Orders. 

This volume, the nineteenth of a series, contains all the formal 
opinions and accompanying orders of the Federal Power Commission 
rendered January 1, 1958, to June 30, 1958, inclusive. In addition to 
the formal opinions, there have been included intermediate decisions 
which have become final and selected orders of the Commission issued 
during such period. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET 
NO. G-—2306 


MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NOS. 
G-2327 AND G-9850 


NORTHERN NATURAL GAS COMPANY, DOCKET NOS. G-2399, 
G-2460, G-4259, G-4260, G-4261, and G~-12241 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-12135 
PERMIAN BASIN PIPELINE COMPANY, DOCKET NO. G-—12242 


IRON RANGES NATURAL GAS COMPANY, DOCKET NOS. 
G-9648, G-12223 AND G-12217 


MIDWESTERN GAS TRANSMISSION COMPANY, DOCKET NOS. 
G-9451, G-9452 AND G-—9453 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET 
NOS. G-9454 AND G-11107 


NATURAL GAS PIPELINE COMPANY OF AMERICA, 
DOCKET NO. G-9966 


ORDER DENYING MOTION FOR LEAVE TO ADDUCE DIRECT TESTIMONY 
(Issued January 2, 1958) * 


On December 6, 1957, the Upper Peninsula Development Bureau, Industrial 
Division, the City of Escanaba, Michigan, and the Michigan Gas and Electric 
Company? filed in the above-entitled consolidated proceedings a motion “... 
for leave to present direct testimony at this time with respect to the extent and 
economic feasibility of the facilities which would be required to be constructed 
by the competing pipeline applicants, Michigan Wisconsin Pipe Line Company 
and Midwestern Gas Transmission Company,’ to render natural gas service to 
the Upper Peninsula of Michigan .. .” 

The Commission’s order issued November 21, 1957, 18 F. P. C. 685, in these 
consolidated proceedings denied the Peninsula group’s appeal from rulings of 
the Presiding Examiner sustaining objections to questions asked by counsel 
for the Peninsula group when cross-examining witnesses Miller and Freeman 
of Midwestern. On page 687 of the order denying the appeal, the Commission 
stated, “. . . we are of the opinion that the Peninsula group has attempted to 
make an affirmative case in support of its intervention in a negative manner 
and through a ‘backdoor’ approach, that is, through cross-examination of Mid- 
western’s witnesses rather than directly through Peninsula group witnesses”. 

On page 3 of its motion for leave to adduce direct testimony the Peninsula 
group states that it had no reason to believe that it would not be permitted 

*Application for reconsideration and offer of proof denied by order issued February 
21, 1958. 

1 Hereinafter referred to as “Peninsula group.” 

2 Hereinafter referred to as “Michigan Wisconsin” and “Midwestern,” respectively. 
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through cross-examination to develop evidence in support of its allegations and 
prayers for relief and consequently could not have anticipated the rulings of 
the Presiding Examiner and the Commission’s ruling of November 21, 1957. 

The Commission’s order of March 29, 1957, consolidating the dockets involved 
in these proceedings for a hearing to commence on May 14, 1957, in accordance 
with which counsel for the Peninsula group filed their petitions to intervene 
or notice of intention to participate, provided in Paragraph G (v), “Direct 
or further direct testimony with respect to all applications shall be presented 
prior to the commencement of any cross-examination”. 

Paragraph D of the same order provided as follows: “Any further amendment, 
supplement, modification, change or any additional interdependent application 
relating to any of the applications listed in Paragraph (B) hereof shall be 
filed within 15 days from the date of issuance of this order”. 

On May 14, 1957, the first day of the hearing in the consolidated proceedings, 
the Presiding Examiner at page 173 of the transcript stated, “Moreover, parties 
other than applicants will, like the applicants, present their total case-in-chief 
at one time even if the evidence presented extends beyond the particular docket 
in which offered”. 

On May 16, 1957, the third day of the hearing, the Presiding Examiner at 
pages 412 and 413 of the transcript stated, “. . . I think it is safe to say that 
the Commission has never had a proceeding which is comparable to this one. 
In this proceeding the Commission, by its orders, was very careful to define 
the limits of this hearing by directing the date on or before which any amend- 
ments to applications, or to the pending application, could be filed. .. . Then 
the Commission, to circumscribe this hearing even more, as I read its order, 
said that every applicant was to come in to this hearing and be absolutely 
specific as to what it wanted to do, and when each of the applicants and the 
other parties put on evidence in the first phase of this proceeding they will 
have given their support for the definitive applications which have been filed.” 

In keeping with the above-announced principle that the applicants would not 
be allowed to go beyond the scope of their applications, the Presiding Examiner 
at page 521 of the transcript granted a motion by opposing counsel to strike 
testimony of witness Sedgwick of Northern Natural Gas Company where that 
witness had stated what the future intentions of his company were with 
respect to 52 communities which had been depicted in green ink on a map in 
Exhibit 31 for identification. 

When various counsel objected that the Presiding Examiner’s ruling with 
reference to the 52 towns would not permit an intervener to present its case, the 
Examiner stated at page 531 of the transcript, “ .. . This Commission would 
never think of authorizing an intervener to come in to and participate in this 
proceeding, and then when he came in to say to it, ‘Your appearance here is a 
complete nullity because you cannot present your evidence’. When the Com- 
mission permitted an intervener to come in and participate in this proceeding, 
it intended it to present evidence relating to that matter set forth in its petition. 
The intervener is bound by its representations in its petitions to intervene insofar 
as this proceeding is concerned. Consistent with my ruling yesterday, they can 
and will be permitted to make such presentations through evidence as will 
support their petitions.” 

Thus, both by the Commission’s order of March 29, 1957, and through several 
statements made early in the hearing by the Presiding Examiner, counsel for 
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the Peninsula group had been given ample notice that the applicants would not 
be permitted to give testimony in the consolidated proceedings which related 
to proposals not mentioned by the applicants in their various applications 
and amendments thereto. 

The direct case of the Peninsula group was not presented in these proceedings 
until the twenty-sixth day of the hearing, that is, June 20, 1957, so that counsel 
had adequate time after the Examiner’s rulings in which to prepare a full, 
direct case in support of their petitions to intervene. 

Counsel for the Peninsula group indicated in their petitions to intervene 
that they were thoroughly familiar with the applications of each of the two 
possible applicants (Michigan Wisconsin and Midwestern) in these proceed- 
ings who might be able to supply the Upper Peninsula with natural gas. These 
two applicants had already presented their direct cases prior to the time for the 
Peninsula group to introduce evidence at the hearing, and neither of them had 
offered any evidence regarding service to the Upper Peninsula beyond indicating 
the fact that if their presently contemplated projects were authorized by the 
Commission, they would at some time in the future file applications for au- 
thority to serve the Upper Peninsula of Michigan. 

At the advanced stage of the proceedings in which the Peninsula group ap- 
peared, it should have been obvious to its counsel that if any evidence were to be 
adduced at all concerning the feasibility of the laterals which Midwestern or 
Michigan Wisconsin would be required to construct to serve the Upper Peninsula, 
together with the impact of such construction upon the main-line facilities of 
the pipeline suppliers as proposed in their respective applications, that it would 
be incumbent upon the Peninsula group to present such evidence as part of its 
direct case. 

One of the petitions to intervene filed by the Peninsula group requested that 
the petitioner be allowed to intervene “. . . for the purpose of impressing upon, 
and showing to, the Federal Power Commission through evidence . .. (2) that 
the public convenience and necessity requires a supply of natural gas for that 
area”. Consequently, by its own pre-announced intention, the Peninsula group 
was obligated to present the evidence promised in its petition to intervene so as 
to show whether the present or future public convenience and necessity should 
require service to the Upper Peninsula area rather than to one or more other 
localities proposed by the applicants. 


The Commission finds: 


(1) The Peninsula group had ample notice of the type of presentation desired 
by the Commission in the consolidated proceedings and full and adequate oppor- 
tunity in which to present a complete case in support of its petitions to intervene, 
or notice of intention to participate. 

(2) Good cause has not been shown for the granting of the Peninsula 
group’s motion to present direct testimony in these proceedings with respect 
to the design, extent, cost and economic feasibility of the pipeline facilities which 
would be required to be constructed by the pipeline applicants to render service 
to the Upper Peninsula of Michigan. 


The Commission orders: 


The “Motion for Leave to Adduce Direct Testimony” filed in these proceedings 
on December 6, 1957, by the Upper Peninsula Development Bureau, City of 
Escanaba, Michigan, and Michigan Gas and Electric Company, is denied. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NORTH PENN GAS COMPANY, DOCKET NO. G-9024 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 2, 1958) 


North Penn Gas Company (Applicant), a Pennsylvania corporation with its 
principal place of business at Port Allegany, Pennsylvania, filed an application 
on June 9, 1955, and supplementary data thereto on June 24, 1955, for a certifi- 
cate of public convenience and necessity, pursuant to Section 7 of the Natural 
Gas Act, authorizing the construction and operation of (a) approximately 3 
miles of 10-inch pipeline extending from the terminus of an existing 14-inch 
pipeline in Applicant’s storage pool in Farmington Township, Tioga County, 
Pennsylvania, to Lawrenceville, Tioga County, Pennsylvania, and (b) a new 
point of connection with facilities of Tennessee Gas Transmission Company in 
Tioga County, Pennsylvania. 

Applicant proposes to construct and operate the facilities to enable it to 
purchase and receive gas from Tennessee, and to add flexibility to its system 
by permitting it to place natural gas directly into its Tioga Storage Pool or 
alternatively to deliver it to Corning Natural Gas Corporation or through other 
interconnecting lines to the western portion of its system. ‘Tennessee has been 
authorized to. sell and deliver gas to Applicant. Consequently, there is no 
question of gas supply involved herein. 

The estimated capital cost of the proposed facilities is $64,692, which will 
be defrayed from current funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
December 12, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Prac- 
tice and Procedure. 


The Commission finds: 


(1) North Penn Gas Company (Applicant), a Pennsylvania corporation having 
its principal place of business at Port Allegany, Pennsylvania, is a “natural-gas 
company” within the meaning of the Natural Gas Act. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s pipeline 
System and the construction and operation thereof by Applicant are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation by Applicant of the facilities described in 
paragraph (2) hereof are or will be required by the public convenience and 
necessity, and therefore, Applicant’s request for a certificate of public con- 
venience and necessity should be granted and Applicant authorized to perform 


the aforesaid acts, operations, and service as hereinafter ordered and 
conditioned. 
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(35) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (¢) (4) and (e) of 
section 157.20 of the Commission’s General Rules and Regulations, including 
the Rules of Practice and Procedure, should attach to the issuance of the 
certificate referred to in paragraph (4) above, and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities 
authorized by this order should be completed and said facilities should be 
placed in actual operation should be fixed at 3 months from the date on which 
this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 


intermediate decision procedure under Section 1.30 (c) of the Commission’s 


Rules of Practice and Procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the facilities herein- 
before described, all as more fully described in the application in this pro- 
ceeding, for the transportation and sale of natural gas as herein set forth, upon 
the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (ce) (4) and (e) of Section 157.20 of the Commission’s General Rules 
and Regulations, including Rules of Practice and Procedure, shall attach to 
the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at 3 months from the 
date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NEW YORK STATE NATURAL GAS CORPORATION, DOCKET NO. G—9138 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 2, 1958) 


New York State Natural Gas Corporation (Applicant), a New York corpora- 
tion with its principal place of business in Pittsburgh, Pennsylvania, filed an 
application on July 15, 1955, as supplemented on August 10, 1955, pursuant to 
Section 7 of the Natural Gas Act, for a certificate of public convenience and 
necessity authorizing the construction and operation of certain natural gas 
facilities, as hereinafter described, subject to the jurisdiction of the Commis- 
sion, all as more fully represented in the application, as supplemented. 

Applicant seeks authorization for the replacement of 56.5 miles of 20-inch 
natural gas transmission line with 30-inch pipeline in Tioga County, Pennsyl- 
vania, and Steuben, Chemung, Tompkins, and Schuyler Counties, New York; 
and the addition of a 2,000 horsepower compressor engine to its Boom ('om- 
pressor Station in Tioga County, Pennsylvania. The pipeline involved herein 
extends from Boom Station north to Ithaca. 


554728—61 
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Applicant states that at present it operates two 20-inch looped natural gas 
transmission lines, line 1 and line 31, between Boom Compressor Station, Tioga 
County, Pennsylvania, and Ithaca Compressor Station, Tompkins County, New 
York, serving principally Syracuse and markets on route. New York Natural 
proposed to replace line 1 with 30-inch pipe between these stations, a total dis- 
tance of 56.5 miles. Line 1 has been in continuous service since 1932 and will 
not sustain high pressures. Applicant proposes immediate replacement of the 
first 12 miles of this line north of Boom Station, and subsequent replacement 
of the remainder of the line to Ithaca Station in increments of 17 miles, 14.6 
miles, and 12.9 miles during 1956, 1957 and 1958, respectively. New York 
Natural also plans immediate installation of a 2,000 horsepower engine in the 
Boom Compressor Station. Boom Station presently discharges gas into lines 
1 and 31, which gas is drawn from the southern portion of the system and from 
the Tioga Gas Storage Pool, at which it is located. 

Lines 1 and 31 transport gas for delivery to various resale utility customers, 
including New York State Electric and Gas Corporation and Niagara Mohawk 
Power Corporation, distributing gas in various New York State communities, 
including Ithaca, Syracuse, Schenectady and Albany. Anticipated peak day 
deliveries from Boom Station through Applicant’s lines 1 and 31 (with the 
replacement) are estimated to be 401,000 Mcf in 1956 and 502,000 Mcf in 1959, 
and a maximum potential delivery of 683,000 Mcf per day. 

The application states that the existing facilities fail by 17,000 Mcf per day 
in capacity to meet these estimated peak day demands in 1956 and lack about 
118,000 Mcf per day in capacity to meet the estimated peak day demands in 
1959, which increased demand is due primarily to the growth of domestic house- 
heating load in the area served by its wholesale customers. 

Total cost of the proposal is estimated at $7,002,800, including $433,000 for 
purchase and installation of the 2,000 horsepower engine in Boom Station. 
Expenditures are scheduled as follows: 


$1, 823, 000 (incl. compressor) 
1, 978, 800 

1, 699, 400 

1, 501, 600 


$7, 002, 800 


Applicant will finance the program in part from available funds and in part 
from notes or stock issued to its parent company, Consolidated Natural Gas 
Company. 

Applicant states the proposed construction will be used to supply natural gas 
to existing customers under present service agreements and that annual gas rev- 
enues will not be increased by the proposed construction except as generally 
related to the system. 

Applicant has been granted temporary certificates to construct and operate 
the 1955, 1956 and 1957 portions of its construction program and has reported 
that such construction has been completed. 

Applicant’s gas supply is considered reasonably adequate to justify the pro- 
posed investment. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 17, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
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the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant a New York corporation having its principal place of business 
in Pittsburgh, Pennsylvania, is a “natural-gas company” within the meaning of 
the Natural Gas Act as heretofore found by the Commission. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s pipeline 
system and the construction and operation thereof by Applicant are subject 
to the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities and the sale of 
natural gas hereinbefore described are required by the public convenience and 
necessity, and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (cy (4), and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate re- 
ferred to in paragraph (4) above, and to the exercise of the rights granted 
thereunder, and that the time within which construction of facilities author- 
ized by this order should be completed and said facilities placed in actual 
operation should be fixed at one year from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (ce) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate facilities and to 
sell and deliver natural gas, upon the terms and conditions of this order, as 
hereinbefore described, all as more fully described in the application in this 
proceeding. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (8), 
(c) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s rules is hereby fixed at one year from the 
date on which this order issues. 

(D) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CITIES SERVICE GAS COMPANY, DOCKET NO. G-9649 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 2, 1958) 


Cities Service Gas Company (Applicant), a Delaware corporation with its 
principal place of business in Oklahoma City, Oklahoma, filed an application 
on November 14, 1955, as amended on December 27, 1955, pursuant to Section 7 
of the Natural Gas Act, for a certificate of public convenience and necessity 
authorizing the construction and operation of natural gas facilities, as herein- 
after described, subject to the jurisdiction of the Commission, all as more fully 
represented in the application. 

Applicant, by its amended application, seeks authority to construct and 
operate 6.5 to 6.7 miles of 6-inch pipeline to receive and transport natural 
gas in interstate commerce produced in the Glenwood Field, Beaver County, 
Oklahoma. The estimated cost of $91,000 is to be financed from treasury funds. 

The natural gas to be transported will be purchased from Orville H. Parker, 
et al., and J. M. Huber Corporation, which sales have been previously authorized 
in Docket Nos. G-9655 and G-—9871, respectively, by the Commission’s order 
issued May 21, 1956. The volumes of natural gas which will become available 
are reasonably adequate to support the proposed investment in facilities, 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 16, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.380 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation with its principal place of business 
in Oklahoma City, Oklahoma, is a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order 
of December 28, 1943, in Docket No, G—298. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation of natural gas in in- 
terstate commerce as an integral part of Applicant’s existing pipeline system, 
and the construction and operation thereof by Applicant are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued. 

(4) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (1), (3), (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate 
referred to in paragraph (e) above, and to the exercise of the rights granted 
thereunder, and that the time within which construction of facilities authorized 
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by this order should be completed and said facilities should be placed in actual 
operation should be fixed at three months from the date on which this order 
issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 
1.30 (c) (1) of said Rules. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the proposed facilities 
as hereinbefore described, all as more fully described in the application in this 
proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (1), 
(3), (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at three months from 
the date on which this order issues. 

(D) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order, 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 





PACIFIC NORTHWEST PIPELINE CORPORATION, ET AL., DOCKET NO. 
G-10260, ET AL. 





FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 


(Issued January 2, 1958) 



















Pacific Northwest Pipeline Corporation (Pacific), a Delaware corporation 
with its principal place of business in Salt Lake City, Utah and Union Pacific 
Railroad Company (Union), an independent producer, filed applications for 
certificates of public convenience and necessity, pursuant to Section 7 of the 
Natural Gas Act, authorizing the construction and operation of certain facilities 
for receiving and transporting natural gas and for the sale of natural gas in 
interstate commerce, as hereinafter described, subject to the jurisdiction of the 
Commission all as more fully represented in the respective applications. 

On April 13, 1956, Pacific filed in Docket No. G—10260 an application for a 
certificate of public convenience and necessity authorizing the construction and 
operation of approximately 1.12 miles of 6-inch lateral supply pipeline to 
extend from a point on Pacific’s existing 26-inch main transmission line in Rio 
Blanco County, Colorado, to a point of connection at the outlet of the existing 
Rangely Gasoline Plant in the Rangely Field, Rio Blanco, County, Colorado, 
together with a 220 horsepower compressor station and necessary appurtenances. 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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These proposed facilities will enable Pacific to buy and receive residue gas at 
the outlet of the existing Rangely Gasoline Plant produced by Union. 

The estimated total cost of the proposed facilities is $156,792, which cost is 
to be financed from available funds. 
* * * 



















* * * * 


The gas supply which will become available by the operation of Pacific’s pro- 
posed facilities is reasonably adequate to justify the construction of the proposed 
facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on December 17, 1957, respecting the matters involved in and the 
issues presented by the applications. No appearances other than staff counsel 
were entered upon the record and no evidence offered in opposition to the grant- 
ing of the applications. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 








The Commission finds: 





(1) Pacific, a Delaware corporation with its principal place of business at 
Salt Lake City, Utah, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

* * * * * * * 


(3) The facilities hereinbefore described are proposed to be used by Pacific 
in the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as an integral part of its pipeline system 
and the construction and operation thereof by Pacific are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

* * * * * * 











































* 
(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4), and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
Pacific, and to the exercise of the rights granted thereunder, and that the time 
within which construction of facilities authorized by this order should be 
completed and said facilities should be placed in actual operation should be 
fixed at 6 months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 








(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Pacific to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, for 
the transportation and sale and delivery of natural gas as herein set forth, 
upon the terms and conditions of this order. 

* * * * 





~ 





* * 
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(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(ce) (4), and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

(E) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

* * * * * * * 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


COLORADO-WYOMING GAS COMPANY, DOCKET NO. G—10319 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued January 2, 1958) 


Colorado-Wyoming Gas Company (Applicant) a Delaware corporation, with 
its principal place of business in Denver, Colorado, filed an application on April 
27, 1956, as supplemented on May 24, 1956, pursuant to Section 7 of the Natural 
Gas Act, for a certificate of public convenience and necessity, authorizing the 


construction and operation of ten farm taps and two group taps for the period 
ending December 31, 1956, at undetermined locations on its natural gas system 
in Colorado and Wyoming, as hereinafter described, subject to the jurisdiction 
of the Commission, all as more fully represented in the application. 

This application was filed pursuant to the Commission’s Order No. 185 issued 
February 8, 1956, suggesting that interstate pipeline companies file a single 
application for construction of routine or blanket items. 

Applicant states that due to normal increases in demands for gas in its 
market areas, periodic requests are made by its resale customers to install farm 
taps and group taps to provide connections for distribution service to small 
groups of consumers in rural areas. The farm taps normally are restricted to 
resale service to groups of not more than 10 consumers where the annual load 
does not exceed 2,000 Mcf and the peak day load does not exceed 20 Mcf. 
The group taps furnish service to areas requiring somewhat larger installations 
than farm taps but not requiring major metering stations. Group taps are 
often installed as a result of growth in existing farm tap service areas. 
Applicant in such cases provides the tap and its installation, and the dis- 
tributor companies provide and install any necessary distribution facilities. 

Applicant anticipated requests by its existing resale customers for approxi- 
mately 2 group taps and 10 farm taps during the last three quarters of the fiscal 
year ending December 31, 1956, at locations unknown at that time, based on its 
past experience. 

The estimated cost of construction of the farm taps are estimated at $100 each, 
and the group taps at $1,000 each. Group taps include regulating equipment 
furnished by Applicant, whereas such equipment is furnished by the resale 
customer in the case of farm taps. Total estimated cost of the 12 taps is $3,000 
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which will be paid for out of a budgeted fund provided by Applicant for such 
facilities. 

Temporary authority was granted to Applicant for the proposed construction 
and operation on November 23, 1956. The proposed increased service will have 
no appreciable effect on applicant’s system gas supply or capacity. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 10, 1957, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation, having its principal place of business 
in Denver, Colorado is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as an integral part of Applicant’s pipeline system, 
and the construction and operation thereof by Applicant are subject to the re- 
quirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities hereinbefore described 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act should attach to each of the cer- 
tificates issued to Applicant herein, and to the exercise of the rights granted 
thereunder. 

(6) The volumes to be delivered by Applicant from each proposed tap should 
be limited to a maximum of 20 Mcf per day. 

(7) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (¢c) 
(1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is here- 
by issued authorizing Applicant to construct and operate facilities and to sell 
and deliver natural gas, upon the terms and conditions of this order, as here- 
inbefore described, all as more fully described in the application in this 
proceeding. 

(B) The certificate issued herein is hereby conditioned to limit the volumes 
of natural gas to be delivered from each tap authorized herein, to 20 Mcf per 
day. 

(C) The general terms and conditions set forth in subparagraphs (a) and 
(e) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act shall attach to and become a part of the certificate granted by Paragraph 
(A) hereof, and the exercise of the rights granted thereunder. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


OLIN GAS TRANSMISSION CORPORATION, DOCKET NO. G—10378 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 2, 1958) 


Olin Gas Transmission Corporation (Applicant), a Delaware corporation 
with its principal place of business in Monroe, Louisiana filed an application 
on May 10, 1956, as supplemented on August 17, 1956, and June 26, 1957, pur- 
suant to Section 7 of the Natural Gas Act, for authority to construct and 
operate certain natura! gas facilities for the delivery of natural gas as herein- 
after described, subject to the jurisdiction of the Commission, all as more 
fully represented in the application. 

Applicant seeks authority to construct and operate certain facilities neces- 
sary to provide temporary direct industrial interruptible natural gas service 
from a tap off its Fowler-Baton Rouge interstate pipeline in order to supply 
gas to the polyethylene pilot plant of the Polymer Chemicals Division of W. R. 
Grace and Company (Grace), near Baton Rouge, Louisiana. 

Temporary authorization to deliver up to 120 Mcf per day of interruptible gas 
was granted by the Commission on May 28, 1956, as amended on June 28, 1957. 
The authorization will expire when Olin places its intrastate gas line in serv- 
ice to the main Grace plant but it does not extend beyond August 1, 1957. 

Applicant in its August 17, 1956 supplement as modified June 26, 1957, seeks 
authority to use the proposed interstate facilities to provide “standby service” 
to Grace after August 1, 1957, if ciremustances beyond its control interrupt 
deliveries from the intrastate line and then only for the duration of the 
emergency. 

Applicant states that the proposed $8,500 investment is so minor that rather 
than spend additional money to dismantle the facilities, it is wiser to save 
them for emergency interruptible use. Applicant plans to charge its intrastate 
rate for service from the interstate line in the event that this line is used 
in emergencies. 

The volume of natural gas involved herein will not adversely affect Appli- 
cant’s gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 10, 1957, respecting the matters involved in and the issues presented 
by the applications. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation with its principal place of business 
in Monroe, Louisiana is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed by applicant heretofore described are proposed 
to be used in the transportation of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, and the construction and operation 
thereof by Applicant are subject to the requirements of Subsection (c) and 
(e) of Section 7 of the Natural Gas Act. 
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(3) The construction and operation of the facilities and the delivery of 
natural gas as proposed by Applicant of up to 120 Mcf per day to Grace until 
Applicant’s intrastate facilities are completed, but not beyond August 1, 1957, 
are required by the public convenience and necessity and a certificate therefor 
should be issued. 

(4) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the proposed 
facilities and to deliver up to 120 Mcf per day of natural gas to Grace until 
Applicant’s intrastate facilities are completed, but not beyond August 1, 1957, 
except under emergency conditions as described in the application as supple- 
mented herein. 

(B) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath by Olin within 30 days from 
the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 






























MISSISSIPPI RIVER FUEL CORPORATION, DOCKET NOS. G-10422, 
G-10466 AND G-10467 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued January 2, 1958) 





Mississippi River Fuel Corporation (Applicant), a Delaware corporation with 
its principal place of business in St. Louis, Missouri, filed applications in the 
above-designated proceedings, pursuant to Section 7 of the Natural Gas Act, 
for authority to render natural gas service as hereinafter described, subject 
to the jurisdiction of the Commission, all as more fully represented in the 
respective applications. 

In Docket No. G—10422, filed on May 17, 1956, Applicant proposes to sell 
natural gas in interstate commerce to Texas Eastern Transmission Corpora- 
tion for resale, under a contract dated April 12, 1956, covering certain acreage 
in the Bethany-Longstreet Field Area, DeSoto Parish, Louisiana. 

Applicant, in Docket No. G—10466, filed on May 24, 1956, seeks authority to sell 
natural gas in interstate commerce to Tennessee Gas Transmission Company 
for resale under a contract dated April 2, 1956, covering acreage in the La 
Rosa Field, La Fourche Parish, Louisiana. 

In Docket No. G—10467, filed on May 24, 1956, Applicant seeks authority to 
sell natural gas in interstate commerce to Tennessee Gas Transmission Company 
for resale under a contract dated January 4, 1956, covering certain acreage 
in the Little Lake Field, Jefferson Parish, Louisiana. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 16, 1957, respecting the matters involved in and the issues presented 
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by the applications. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure, 


The Commission finds: 


(1) Applicant, a Delaware corporation with its principal place of business 
in St. Louis, Missouri is a natural-gas company within the meaning of the 
Natural Gas Act as heretofore found by the Commission. 

(2) The sales of natural gas hereinbefore described, as more fully described 
in the applications, will be made in interstate commerce, subject to the juris- 
diction of the Commission, and such sales by Applicant, together with the con- 
struction and operation of any facilities subject to the jurisdiction of the Com- 
mission necessary therefor, is subject to the requirements of subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The sales of natural gas by Applicant, together with the construction 
and operation of any facilities subject to the jurisdiction of the Commission 
necessary therefor, are required by the public convenience and necessity, and 
certificates therefor should be issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and are hereby 
issued, upon the terms and conditions of this order, authorizing the sales by 
Applicant of natural gas in interstate commerce for resale, together with the 
construction and operation of any facilities, subject to the jurisdiction of the 
Commission, used for the sales of natural gas in interstate commerce, as here- 
inbefore described and as more fully described in the applications and exhibits 
in this proceeding. 

(B) The certificates issued herein shall be deemed accepted and of full 
force and effect, unless refused in writing and under oath by Applicant within 
30 days from issuance of this order. 

(C) The certificates are not transferable and shall be effective only so long 
as Applicant continues the acts or operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and the applicable rules, regulations 
and orders of the Commission. 

(D) The grant of the certificates herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Section 154 
of the Commission’s Rules and Regulations thereunder requiring the filing of 
rate schedules for the services herein authorized; and is without prejudice to 
any findings or orders which have been or may hereafter be made by the Com- 
mission in any proceeding now pending or hereafter instituted by or against 
the Applicant. Further, our action in this proceeding shall not foreclose nor 
prejudice any future proceedings or objection relating to the operation of any 
price or related provision in the gas purchase contracts herein involved. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


















































TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. G-—10610 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued January 2, 1958) 





Tennessee Gas Transmission Company (Applicant), a Delaware corporation 
with its principal place of business in Houston, Texas, filed an application on 
June 18, 1956, pursuant to Section 7 of the Natural Gas Act, authorizing the 
construction and continued operation of certain natural gas facilities, heretofore 
not authorized, which are used for the purpose of receiving natural gas from 
certain producers in Louisiana and Texas, as hereinafter deseribed, subject to 
the jurisdiction of the Commission, all as more fully represented in the 
application. 

The facilities for which Applicant seeks authorization are described as 
follows: 

(1) One 2-inch tap with appurtenances at an estimated initial unit cost of 
$572 at a point on Applicant’s existing main transmission line in Nueces County, 
Texas, approximately 5.5 miles downstream from Applicant’s existing Compres- 
sor Station No. 1; in order to receive gas produced by South Texas Oil and 
Gas Company (South Texas Oil and Gas) from the Agua Dulce Field, Nueces 
County, Texas; 

(2) One 4inch tap with appurtenances, together with 2.6 miles of 4-inch 
lateral supply pipeline, at an estimated initial unit cost of $48,280. The gas 
received through the above-described facilities enters Applicant’s facilities ap- 
proximately 27 miles from the terminus of Applicant’s existing Bayou Sale 
lateral in St. Mary Parish, Louisiana. These proposed facilities receive gas 
produced by The Texas Company (Texas Company) from the Bayou Penchant 
Field, Terrebonne Parish, Louisiana ; 

(3) One 2-inch tap with appurtenances at an estimated initial unit cost of 
$712 at a point on Applicant’s existing Blanco Creek lateral approximately 20 
miles upstream from Applicant’s existing Compressor Station No. 9 in Victoria 
County, Texas; in order to receive gas produced by Grace Oil Company (Grace) 
from the Blanco Creek Field, Refugio County, Texas; 

(4) One 4-inch tap with appurtenances together with 0.9 mile of 4-inch lateral 
supply pipeline at an estimated initial unit cost of $18,300. The gas received 
by the above-described proposed facilities enters Applicant’s existing Compres- 
sor Station No. 17 in Wharton County, Texas, through the Chesterville, New 
Elm No. 1 laterals. These proposed facilities receive gas produced by Skelly 
Oil Company (Skelly) produced from the North Columbus Field, Colorado 
County, Texas; 

(5) One 2-inch tap with appurtenances at an estimated initial unit cost of 
$720 at a point on Applicant’s existing Bayou Sale lateral approximately 33 
miles south of Applicant’s existing Kinder Compressor Station in Jefferson 
Davis Parish, Louisiana; in order to receive gas produced by Sun Oil Company 
(Sun) from the South Crowley Field, Acadia Parish, Louisiana: 

(6) One 2-inch tap with appurtenances at an estimated initial cost of $550 
at a point on Applicant’s existing Tobasco lateral approximately 105 miles up- 
stream of Applicant’s existing Compressor Station No. 1 in Nueces County, 
Texas; in order to receive gas produced by Clark Fuel Producing Company 
(Clark) from the Doss Field, Starr and Hidalgo Counties, Texas; 
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(7) One 4inch tap with appurtenances at an estimated initial unit cost of 
$1,140 at a point on Applicant’s existing North Magnolia City lateral down- 
stream from Applicant’s existing Compressor Station No. 1 in Nueces County, 
Texas; in order to receive gas produced by Southern Coast Corporation, et al., 
(Southern Coast) from the Duval Area, Duval, Webb and LaSalle Counties, 
Texas; 

(8) One 4-inch tap with appurtenances, together with 1.5 miles of 4-inch 
lateral supply line at an estimated initial unit cost of $29,929. The gas re- 
ceived by the above-described facilities enters Applicant’s facilities at Appli- 
cant’s existing La Reforma lateral in the north section of Hidalgo County, 
Texas. These proposed facilities receive gas produced by Shell Oil Company 
(Shell) from the La Copita Field, Starr County, Texas; 

(9) One 2-inch tap with appurtenances at an estimated unit cost of $1,085 
at a point on Applicant’s existing La Rose and Delta Farm lateral located in 
La Fourche Parish, Louisiana; in order to receive gas produced by Mississippi 
River Fuel Corporation (Mississippi River Fuel) from the La Rose Field, La 
Fourche Parish, Louisiana ; 

(10) One 2-inch tap with appurtenances at an initial unit cost of $1,215 at 
a point on Applicant’s existing Main Pass Block 35 lateral approximtaely 50 
miles from Applicant’s existing Delta Farms lateral in La Fourche Parish, 
Louisiana; in order to receive gas produced by The Texas Company from the 
Main Pass Block 35 Field, Plaquemines and St. Bernard Parishes, Louisiana ; 

(11) One 4-inch tap with appurtenances, together with 7 miles of 4-inch 
lateral supply pipeline at an estimated initial unit cost of $96,685. The gas 
received by the above-described proposed facilities enters Applicant's existing 
Tom O’Connor lateral at a point approximately 29 miles upstream from Appli- 
cant’s existing Compressor Station No. 9. These proposed facilities receive gas 
produced by The Chicago Corporation, now Champlin Oil and Refining Com- 
pany, from the Mary Ellen O’Connor Field, Refugio County, Texas; 

(12) One 2-inch tap with appurtenances at an initial unit cost of $550 at a 
point on Applicant’s existing Morales lateral in Jackson County, Texas, ap- 
proximately 37 miles downstream from Applicant’s existing Compressor Station 
No. 9; in order to receive gas produced by Skelly Oil Company (Skelly) from 
the Morales Field, Jackson County, Texas; 

(13) One 4-inch tap with appurtenances, together with 0.26 miles of 4-inch 
lateral supply pipeline, at an estimated initial unit cost of $6,612. The gas 
received through the above-described proposed facilities enters Applicant’s 
existing West Rock Island lateral located in the northwest section of Colorado 
County, Texas. These proposed facilities receive gas produced by Tidewater 
Associated Oil Company, now Tidewater Oil Company, from the West Rock 
Island Field, Colorado County, Texas; 

(14) One 4-inch tap with appurtenances, together with 1.1 miles of 4-inch 
lateral supply pipeline at an estimated initial unit cost of $21,750. The gas 
received through the above-described facilities enters Applicant’s existing La 
Reforma lateral located in north section of Hidalgo County, Texas. These pro- 
posed facilities receive gas produced by Delhi-Taylor Oil Corporation from the 
San Ramon Field, Hidalgo County, Texas; 

(15) One 4-inch tap with appurtenances, together with 1.0 mile of 4inch 
lateral supply pipeline at an estimated initial unit cost of $31,216. The gas 
received through the above-described facilities enters the terminus of Appli- 
eant’s existing Southeast Louisiana system in Plaquemines Parish, Louisiana. 
These proposed facilities receive gas produced by The Texas Company from 
the South Pass Block 24 Field, Plaquemines Parish, Louisiana; and 
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(16) One 2-inch tap with appurtenances at an estimated initial unit cost 
of $550, at a point on Applicant’s existing Sublime lateral in Lavaca County, 
Texas; in order to receive gas produced by G. W. Townsend, et al. from the 
Underwood Field, Lavaca County, Texas. 

The estimated total cost of these facilities is $272,860, which will be financed 
from company funds. 

No additional markets are to be served by Applicant, other than those pre- 
viously authorized. 

The gas supply which became available by the operation of Applicant’s pro- 
posed facilities is reasonably adequate to justify the construction of the pro- 
posed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 11, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 





o awd 


(1) Applicant, a Delaware corporation having its principal place of business 
at Houston, Texas, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission by order issued August 
1, 1947 in Docket No. G—808. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s pipeline sys- 
tem and the operation thereof by Applicant is subject to the requirements of 
Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed operation of the facilities for receiving natural gas, as 
hereinbefore described, is required by the public convenience and necessity, and 
a certificate therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraph (e) of Section 157.20 of the Commission’s Gen- 
eral Rules and Regulations, including the Rules of Practice and Procedure, 
should attach to the issuance of the certificate referred to in paragraph (1) 
above, and to the exercise of the rights granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 
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(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to operate the facilities hereinbefore described, 
all as more fully described in the application in this proceeding, for receiving 
and transporting natural gas as therein set forth, upon the terms and conditions 
of this order. 
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(B) The general terms and conditions set forth in paragraph (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including Rules of 
Practice and Procedure, shall attach to the issuance of the certificate granted 
in paragraph (A) hereof, and to the exercise of the rights thereunder. 

(C) The certificate issued herein shall be deemed accepted and of full force 


and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CUMBERLAND AND ALLEGHENY GAS COMPANY, DOCKET NO. G-11731 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 2, 1958) 


Cumberland and Allegheny Gas Company (Applicant), a West Virginia cor- 
poration and a subsidiary of The Columbia Gas System, Inc., having its principal 
place of business in Pittsburgh, Pennsylvania, filed on January 14, 1957 an appli- 
cation, pursuant to Section 7 of the Natural Gas Act, for a certificate of public 
convenience and necessity authorizing the construction and operation of certain 
natural gas facilities, as hereinafter described, in order to sell and deliver 
natural gas from an existing transmission line for industrial service to Tygart 
Moulding Corporation (Tygart) at Beverly, Randolph County, West Virginia. 

The plant of Tygart is located adjacent to Applicant’s existing pipeline and 
in the area where Applicant distributes gas at retail. Applicant proposes to con- 
struct and operate a tap, regulating and measuring equipment and 300 feet 
of 1-114 inch service line on its 3-inch transmission line No. 8067 near Beverly, 
Randolph County, West Virginia, to connect with Tygart’s lumber drying kilns. 
Tygart plans to uSe natural gas in its 60-horsepower generator to operate 24 
hours per day to supply steam to three lumber drying kilns. It proposes to 
use natural gas because of the economies and convenience involved instead of 
liquefied petroleum gas, which it has been using. 

Tygart’s annual gas requirements are estimated at 20,000 Mcf, and its maxi- 
mum day gas requirements are estimated at 60 Mcf. 

Applicant estimates the total cost of its proposed facilities will be $2,400, 
which will be financed from funds on hand. 

The Commission of February 11, 1957 granted temporary authority to Appli- 
cant to construct and operate the facilities necessary to enable it to deliver 
up to 60 Mcf of natural gas per day to Tygart. 

Applicant shares in the gas supply of The Columbia Gas System, Ine. The 


proposed service would have a negligible effect upon the Columbia System gas 
supply. 


Pursuant to due notice, a public hearing was held in Washington, D. C. on 
December 16, 1957 respecting the matters involved in and the issues presented 
by the application filed herein. No protest to the granting of the application 
has been received. Staff Counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 


Procedure. 


THE ARMY LIBRARY. 
Washington, D.C. ~ 
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The Commission finds: 


(1) Cumberland and Allegheny Gas Company, (Applicant), a West Virginia 
corporation and a subsidiary of The Columbia Gas System, Inc., having its 
principal place of business in Pittsburgh, Pennsylvania, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act as heretobefore found by the 
Commission in its order of December 28, 1943, Docket No. G-387 (4 F. P. C. 
472). 

(2) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as an integral part of Applicant’s 
existing pipeline system, and the construction and operation thereof by Appli- 
cant, are subject to the requirements of Subsection (c) and (e) of Section 7 
of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (¢) (8), (c) (4) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
and also the condition that deliveries of natural gas by applicant to Tygart 
Moulding Corporation shall be limited to a maximum of 60 Mcf per day should 
attach to the certificate hereinafter issued and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities 
authorized by this order shall be completed and in actual operation should be 
fixed at 3 months from the date on which this order issues. 

(6) Staff Counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30 (c) (1) 
[18 CFR 1.30 (ec) (1)] of the Commission’s Rules of Practice and Procedure 
having been satisfied, sufficient cause exists for the Commission forthwith to 
render its final decision in the instant proceeding. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Cumberland and Allegheny Gas Company authorizing it to 
construct and operate the facilities hereinbefore described, all as more fully 
described in the application, for the transportation of natural gas as therein 
set forth, subject to the jurisdiction of the Commission upon the terms and con- 
ditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (a), (b), (ec) (1), (ce) (8), (ce) (4) and (e) of Section 157.20 of 
the Commission’s Regulations under the Natural Gas Act and also the condition 
that deliveries of natural gas by Applicant to Tygart Moulding Corporation 
shall be limited to a maximum of 60 Mcef per day shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and to the exercise of the rights 
granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at 3 months from the date on which this order issues. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R, Connole and Arthur Kline. 


NATURAL GAS PIPELINE COMPANY OF AMERICA, ET AL., 
DOCKET NO. G-10197, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 3, 1958) 


There has been filed with the Federal Power Commission applications for 
certificates of public convenience and necessity, pursuant to Section 7 of the 
Natural Gas Act, authorizing the construction and operation of certain facilities 
necessary for receiving and transporting natural gas in interstate commerce for 
resale and for the sale of natural gas in interstate commerce, as hereinafter 
described, subject to the jurisdiction of the Commission, all as more fully des- 
cribed in the respective applications. 

* * * * * * * 

Natural Gas Pipeline, having its principal place of business in Chicago, 
Illinois, filed its application on April 3, 1956, in Docket No. G—10197, for a 
certificate authorizing the construction and operation of approximately 7,500 
feet of 4-inch supply lateral pipeline extending from a proposed main line tap on 
its existing main transmission line in Beaver County, Oklahoma, to a meter 
station to be located in Sec. 5-T4N-R23 ECM, Beaver County, Oklahoma. The 
proposed facilities will be used to receive and transport the natural gas which is 
the subject of these consolidated proceedings, as well as other production in the 
area. 

The estimated total cost of the proposed facilities of Natural Gas Pipeline 
is $53,000, which will be financed from company funds. The volumes of natural 
gas which will be made available is reasonably adequate to support the proposed 
investment in facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on December 16, 1957, respecting the matters involved in and the 
issues presented by the applications. No appearances other than staff counsel 
were entered upon the record and no evidence offered in opposition to the 
granting of the applications. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a de- 
cision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Natural Gas Pipeline, a Delaware corporation with its principal place 
of business at Chicago, Illinois, is a natural-gas company within the meaning of 
the Natural Gas Act, as heretofore found by the Commission. 

* * * * * * * 


(3) The facilities hereinbefore described are proposed to be used by Natural 
Gas Pipeline in the transportation and sale of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, as an integral part of 
its pipeline system and the construction and operation thereof by Applicant are 
Subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 


* * * * * * * 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4), and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of 
Practice and Procedure, should attach to the issuance of the certificate to 
Natural Gas Pipeline, and to the exercise of the rights granted thereunder, and 
that the time within which construction of facilities authorized by this order 
should be completed and said facilities should be placed in actual operation 
should be fixed at 6 months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions of 
the Natural Gas Act, and the requirements, rules and regulations of the Commis- 
sion thereunder. 

(8) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Natural Gas Pipeline to construct and operate the facilities 
hereinbefore described, all as more fully described in the application in this 
proceeding, for the transportation and sale and delivery of natural gas as herein 
set forth, upon the terms and conditions of this order. 

* * * * * 





* * 
(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s Rules and Regulations, 
including Rules of Practice and Procedure, shall attach to the issuance of the 
certificate granted in paragraph (A) hereof, and to the exercise of the rights 
thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

(BE) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 
+ 











+ 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED FUEL GAS COMPANY, DOCKET NO. G-10781 


FINDINGS AND ORDER PERMITTING ABANDONMENT AND ISSUING CERTIFICATE OF PUBLIC 
CONVENIENCE AND NECESSITY 


(Issued January 3, 1958) 





United Fuel Gas Company (Applicant), a West Virginia corporation with its 
principal place of business in Charleston, West Virginia, filed an application 
on July 20, 1956, pursuant to Section 7 of the Natural Gas Act, for permission to 
abandon certain natural gas facilities and for a certificate of public convenience 
and necessity authorizing the construction and operation of certain other 
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facilities, as hereinafter described, subject to the jurisdiction of the Com- 
mission, all as more fully represented in the application. 

In the application herein, Applicant seeks: 

(1) Permission and approval to abandon two small compressor stations, 
Simmons and Wallback, and one compressor unit at the Lewis Compressor 
Station, all in Roane County, West Virginia. It is proposed to abandon entirely 
the 170 hp. Simmons Station and the 340 hp. Wallback Station and only 1,000 
of the 8,000 hp. now in the Lewis Station. 

(2) A certificate of public convenience and necessity authorizing construction 
and operation of: an additional 2,000 horsepower compression unit at the 
existing Ceredo Compressor Station, Wayne County, West Virginia; 1.3 miles 
of 10%4-inch loop line extending north from the existing Hunt Compressor 
Station, Kanawha County, West Virginia, to Applicant’s main 20-inch Line 
SM-S0; and, finally, supercharging from 880 hp. to 1,100 hp. the existing gas 
engine driven compressor unit at Hunt Compressor Station. 

Applicant states that it has been producing and purchasing local gas from the 
Clendenin area in West Virginia where the Simmons, Wallback and Lewis 
Stations are located. Because of declining production in these areas, Appli- 
cant has not been using the compressors proposed to be abandoned, but has been 
using, instead, other existing facilities to recover the remaining reserves in the 
area. The compressors are not now in use and Applicant does not anticipate 
needing them in the future. Therefore, it proposes to abandon them. 

The Lewis Station is one of Applicant’s main line stations pumping gas 
received from Tennessee Gas Transmission Company plus local gas toward 
Pennsylvania. Applicant states that it does not use all the 8,000 installed 
compressor horsepower at Lewis Station. Even on peak days and in summer 
periods, when the station will pump gas into storage Pools X-17 and X-18 
it needs no more than 7,000 hp. Applicant does not foresee any need for the 
eighth 1,000 horsepower unit and wishes to retire it. 

There will be no curtailment of service by reason of the proposed abandon- 
ments. 

Applicant states that it wishes to increase in Wayne County, West Virginia, 
the compressor capacity of its Ceredo Compressor Station, by installing 2,000 
horsepower and increasing the rating from 6,000 to 8,000 hp. The purpose of 
this increase is to augment the summer flow of gas into storage Pool X-52, 
while maintaining service to the markets dependent on Ceredo Station. 

In Kanawha County, Applicant proposes to augment the winter peak day 
capacity of certain of its facilities by constructing and operating 1.3 miles of 
1034-inch pipe line looping an existing line north from Applicant’s Hunt 
Compressor Station to Applicant's 20-inch line SM-80 and supercharging the 
compressor there from 880 horsepower to 1,100. This is required to increase 
the winter deliverability from storage Pool X-54 in order to meet anticipated 
peak day demands. 

The estimated cost of removal of facilities and construction of new facilities 
is $659,100. Salvage value of facilities to be removed is estimated at $23,000. 
The project cost will come out of Applicant’s normal financing program. This 
is accomplished by sale of securities to Applicant’s parent, the Columbia Gas 
System, Incorporated. 

The proposed projects will have no appreciable effect upon Applicant’s gas 
supply point. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on December 10, 1957, respecting the matters involved in and the issues pre- 
sented by the application. No petition to intervene or protest to the applica- 




















































































































































24 FEDERAL POWER COMMISSION 







tion has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Applicant, a West Virginia corporation, having its principal place of 
business in Charleston, West Virginia, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of March 1, 1944 in Docket No. G-341. 

(2) The facilities proposed to be abandoned as hereinbefore described, 
are used in the transportation of natural gas in interstate commerce subject 
to the jurisdiction of the Commission and such abandonment is subject to the 
requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the facilities for the purposes requested 
are required by the public convenience and necessity, and permission and 
authorization therefor should be granted as hereinafter ordered. 

(4) The facilities proposed to be constructed and operated as heretofore 
described are to be used in the transportation of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission and the construction 
and operation thereof by Applicant are subject to the requirements of Sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued. 

(6) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (1), (3), (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate 
referred to in paragraph (5) above, and to the exercise of the rights granted 
thereunder, and that the time within which construction of facilities authorized 
by this order should be completed and said facilities should be placed in actual 
operation should be fixed at 6 months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) Permission and approval be and is hereby granted United Fuel Gas 
Company to abandon the facilities as heretofore described, as more fully 
represented in its application and exhibits in this proceeding. 

(B) A certificate of public convenience and necessity be and the same 
hereby is issued authorizing United Fuel Gas Company to construct and operate 
the natural gas facilities as hereinbefore described, all as more fully described 
in the application in this proceeding, upon the terms and conditions of this 
order. 

(C) The general terms and conditions set forth in paragraphs (b), (ce) (1), 
(3), (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
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issuance of the certificate granted in paragraph (B) hereof, and to the exercise 
of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at 6 months from the 
date on which this order issues. 

(E) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


HOME GAS COMPANY, DOCKET NO. G-11529 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY AND 
PERMITTING AND APPROVING ABANDONMENT OF FACILITIES 


(Issued January 38, 1958) 


Home Gas Company (Applicant), a New York corporation and a subsidiary 
of the Columbia Gas System, Inc., having its principal place of business in Pitts- 
burgh, Pennsylvania, filed on November 26, 1956, an application, pursuant to Sec- 
tion 7 of the Natural Gas Act, for a certificate of public convenience and necessity 
authorizing it to construct and operate 2.7 miles of 6-inch pipeline within the 
town of Owego, Tioga County, New York to replace an existing 3-inch and 4inch 
line for the sale and delivery of gas to New York State Electric & Gas Corporation 
(New York Electric) for resale in the village of Owego and vicinity. In connec- 
tion therewith, Applicant requests permission, under Section 7 (b) of the Natural 
Gas Act, to abandon the existing 32-inch and 4-inch line which it proposes to 
replace. 

Applicant present!y serves New York Electric with gas for Owezo from its main 
east-west transmission system through a branch line approximately 2.6 miles in 
length extending south from said system to the village of Owego. This branch 
line consists of 3-inch pipe, except for approximately 580 feet of 4-inch pipe. 

The estimated gas requirements of the Owego area of New York Electric are 
as follows: 


1955 1956 | 1957 | 1958 
Rihate 


instilled alll S 
Mei | Me Mef Mef 

Peak day | 1, 424 1, 700 | 1, 700 

Annual ‘ 179, 653 | 193, 761 | 204, 900 216, 400 


Applicant estimated that the maximum hourly requirement of Owego in the 
1956-1957 winter would be 88.57 Mcf, which would be at a rate equivalent to 
2,125 Mcf per day. Applicant shows that said branch line does not have suf- 
ficient capacity to deliver the estimated requirements at the required pressure. 
The purpose of the present application is to enable Applicant to meet these 
requirements and improve its service. Applicant states that the proposed con- 
struction will result in reducing maintenance costs, since it will substitute new 
pipeline, which will be protected against corrosion by modern methods, for the 
existing line which is badly pitted in many places and requires frequent repair. 

Applicant estimates that a 4-inch line would have sufficient capacity for Owego 
for the present and for the near future, but points out that it is economically 
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desirable to lay a 6-inch line in order to provide for an increase in the Owego 
requirements indicated by plans for building new plants by prospective customers. 

Applicant proposes to abandon the existing line in place. 

The estimated cost of the proposed construction is $66,000. It is estimated 
that by reason of the retirement of 2.57 miles of 3-inch and 4-inch line there 
will be a credit to fixed capital of $9,800; that the cost of retirement will be 
$100, and that there will be salvage amounting to $100. The proposed con- 
struction will be financed by The Columbia Gas System, Inc. 

Applicant shows that it has a reasonably adequate gas supply to meet its 
estimated future requirements, with curtailment of industrial loads, using 
presently certificated supplies. 

The Commission on December 18, 1956 granted temporary authority to appli- 
cant to construct and operate the facilities proposed in its application. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 12, 1957, respecting the matters involved in and the issues presented 
by the application filed herein. No protest to the granting of the application 
has been received. Staff Counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and that the Commission render a de- 
cision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Home Gas Company, a New York corporation, having its principal place 
of business in Pittsburgh, Pennsylvania, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
Order of January 5, 1943 in Docket No. G-345. 

(2) The facilities proposed to be constructed, as hereinbefore described, and 
as more fully described in the application, are proposed to be used for the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as an integral part of applicant’s existing pipeline sys- 
tem and therefore are subject to the requirements of Subsections ‘c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(4) The facilities proposed to be abandoned, as hereinbefore described, are 
used in the transportation and sale of natural gas in interstate commerce, sub- 
ject to the jurisdiction of the Commission, and the abandonment thereof by 
applicant is subject to the requirements of Subsection (b) of Section 7 of the 
Natural Gas Act. 

(5) Such abandonment by Applicant, as heretofore described, is permitted 
by the public convenience and necessity, and an order authorizing and approving 
the same should be issued as hereinafter ordered. 

(6) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations 
of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (ec) (1), (e) (8), (ec) (4), and 
(e) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act should attach to the certificate hereinafter issued, and to the exercise of 
the rights granted thereunder, and that the time within which construction of 
facilities authorized by this order shall be completed and in actual operation 
should be fixed at 3 months from the date on which this order issues. 

(8) Staff Counsel having requested the omission of the intermediate decision 





FEDERAL POWER COMMISSION 27 


procedure, and all the requirements of the provisions of Section 1.30 (c) (1) 
{18 CFR 1.30 (c) (1)] of the Commission’s Rules of Practice and Procedure 
having been satisfied, sufficient cause exists for the Commission forthwith to 
render its final decision in the instant proceeding. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Home Gas Company authorizing it to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tion for the transportation and sale of natural gas as therein set forth, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this 
order. 

(B) Applicant be and it is hereby granted permission and approval for the 
abandonment of the natural gas facilities hereinbefore described, upon the 
terms and conditions of this order. 

(C) The certificate issued to Applicant shall be accepted in writing, and 
under oath by a responsible official of applicant, and the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ce) (8), (ec) (4) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the issuance of the certificate granted in paragraph (A) hereof, 
and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act, is 
hereby fixed at 3 months from the date on which this order issues. 

(E) Applicant shall report to the Commission in writing, under oath, the 
effective date of the abandonment of facilities described in the application. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


COLORADO INTERSTATE GAS COMPANY, DOCKET NO. G—12875 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 3, 1958) 


On July 11, 1957, Colorado Interstate Gas Company (Applicant), a Delaware 
corporation having its principal place of business in Colorado Springs, Colorado, 
filed in Docket No. G-12875 an application, pursuant to Section 7 (c) of the 
Natural Gas Act, for a certificate of public convenience and necessity authorizing 
the construction and operation of a new tap and a measuring and regulating 
station at its McClintock Compressor Station in El Paso County, Colorado, for 
the sale and delivery of natural gas to the City of Colorado Springs, Colorado, 
for resale to the United States Air Force Academy (Academy). 

The estimated cost of construction of the proposed facilities is $26,901, which 
will be defrayed from funds on hand. The estimated gas requirements of the 
Academy for the first three years of service are: 


| | | 
Ist year 2d year | 3d year 
| 


Peak day (Mcf). 732 | 1, 464 | 1, 464 
Annual interruptible (Mef).. ‘ 433, 500 | 867, 000 | 867, 000 
Annual firm (Mcf)_.._-- 116, 750 | 233, 500 | 233, 500 
Total annual (Mcf)_ 550, 250 | 1, 100, 500 1, 100, 500 
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The relatively small volumes of gas involved should have no adverse effect 
on Applicant’s reserves or pipeline capacity available for service to its other 
customers. 

A joint petition to intervene in this proceeding, filed on September 9, 1957, by 
National Coal Association, United Mine Workers of America, and Fuels Re- 
search Council, Inc., was permitted to be withdrawn by order of the Com- 
mission issued on December 2, 1957. 

Temporary authority to construct and operate the new tap on its pipeline 
as proposed in the application therefor filed on September 20, 1957, was granted 
to Colorado Interstate Gas Company on September 26, 1957. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
December 16, 1957, respecting the matters involved in and the issues presented 
by the application. No protests to the granting of the application have been 
received. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision pursuant 
to Section 1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Colorado Interstate Gas Company, a Delaware corporation 
having its principal place of business in Colorado Springs, Colorado, is a 
‘“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of June 5, 1945, in Docket No. G—294 
(4 FPC 936). 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication herein, are proposed to be used in the transportation of natural gas in 
interstate commerce for resale, subject to the jurisdiction of the Commission, as 
integral parts of Applicant’s existing pipeline system and the construction and 
operation thereof by Colorado Interstate Gas Company are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and. operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (ce) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder, and that the time within 
which construction of the facilities authorized by this order shall be completed 
and in actual operation should be fixed at two months from the date on which 
this order issues. 

(6) A request during the public hearing by Staff counsel for the omission of 
the intermediate decision procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Colorado Interstate Gas Company to construct and 
operate the facilities hereinbefore described, all as more fully described in its 
application in this proceeding and the exhibits appended thereto, for the trans- 
portation and sale of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 
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(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (ec) (4), and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at two months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PERMIAN BASIN PIPELINE COMPANY, BET AL., DOCKET NO. G-—12914, 
ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY * 
(Issued January 3, 1958) 


Permian Basin Pipeline Company (Permian), and George T. Abell, William B. 
Neely, and Roy M. Teel (Abell, Neely and Teel), filed applications, pursuant to 
Section 7 of the Natural Gas Act, for authority to construct and operate certain 
natural gas facilities to receive and transport natural gas in interstate com- 
merce for resale and to sell natural gas in interstate commerce as hereinafter 
described, subject to the jurisdiction of the Commission, all as more fully repre- 
sented in the respective applications. 

On July 17, 1957, Permian filed, in Docket No. G-12914, an application for a 
certificate of public convenience and necessity authorizing the construction and 
operation of approximately 26.8 miles of 10-inch lateral pipeline. This line will 
extend from a point on Permian’s existing 20-inch transmission line in Pecos 
County, Texas, to a proposed measuring station to be located at the Imperial 
Plant No. 2, owned and operated by Abell, Neely and Teel. The facilities are 
proposed to enable Permian to purchase and receive residue gas from Abell, 
Neely and Teel at the outlet side of their Imperial No. 2 gasoline plant. The esti- 
mated cost of the proposed facilities is $787,100, which cost is to be financed by 
short term borrowing from Northern Natural Gas Company (Northern), Per- 
mInian’s affiliate. 

The gas supply which will become available by the operation of Permian’s 
proposed facilities is reasonably adequate to justify the construction of the 
proposed facilities. 

* * * * * * * 


Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on December 11, 1957, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting of 
the applications. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision herein pur- 
suant to section 1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Permian, a Delaware corporation with its principal place of business at 
Omaha, Nebraska, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

os * * * * ~ 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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(3) The facilities hereinbefore described are proposed to be used by Permian 
in the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as an integral part of its pipeline system and 
the construction and operation thereof by Applicant are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) The sale of natural gas hereinbefore described, as more fully described in 
the application, in Docket No. G—13138, will be made in interstate commerce, sub- 
ject to the jurisdiction of the Commission, and such sale, together with the con- 
struction and operation of any facilities subject to the jurisdiction of the Com- 
mission necessary therefor, are subject to the requirements of subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by Permian, and 
the sale of natural gas by Abell, Neely and Teel, together with the construction 
and operation of any facilities subject to the jurisdiction of the Commission 
necessary therefor, are required by the public convenience and necessity, and 
certificates therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (ec) (4), and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of Prac- 
tice and Procedure, should attach to the issuance of the certificate to Permian, 
and to the exercise of the rights granted thereunder, and that the time within 
which construction of facilities authorized by this order should be completed and 
said facilities should be placed in actual operation should be fixed at 6 months 
from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the Nat- 
ural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.30 (c) (1) 
of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Permian to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, for 
the transportation of natural gas in interstate commerce for resale as herein 
set forth, upon the terms and conditions of this order. 

* * * * * 





+ * 
(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s General Rules and Regula- 
tions, including Rules of Practice and Procedure, shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and to the exercise of the rights 
thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from 
the date on which this order issues. 
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(E) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

(F) The certificates issued to Applicants herein are not transferable and 
shall be effective only so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission thereunder. 

* * * * * * x 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G—13002 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 3, 1958) 


United Gas Pipe Line Company (Applicant), a Delaware corporation, with 
its principal place of business in Shreveport, Louisiana, filed an application on 
August 1, 1957 for a certificate of public convenience and necessity, authorizing 
the construction and operation of certain additional pipeline and appurtenant 
facilities in order to sell additional quantities of natural gas to the Sterlington 
Steam Electric Generating Station, Ouachita Parish, Louisiana, (Sterlington 
Station), of Louisiana Power & Light Company (Louisiana Power), all as more 
fully represented in the application which is on file with the Commission and 
open to public inspection. 

Applicant is supplying natural gas for boiler fuel for the presently operating 
electric generating units at the Sterlington Station. To meet the expanding 
market for electric power, Louisiana Power & Light Company is building a 
new unit, Number Six, which, because of its relatively large size, will practically 
double the firm annual gas requirement of the power plant. 

Applicant proposes to construct and operate in order to render the additional 
service approximately 0.82 of a mile of 16-inch and 1.99 miles of 20-inch pipeline, 
with appurtenances, extending northward from its existing Sterlington Com- 
pressor Station, to the existing meter station serving the Sterlington Generating 
Station. 

Applicant estimates that the firm contract increase to Louisiana Power will 
be from the present 18,500 Mcf per day to 50,000 Mcf per day. Applicant gives 
the following actual estimated annual requirements of the power plant: 

Mef at 14.78% 
1955 Actual 8, 162, 866 
1956 Actual 8, 196, 106 
1957 Actual and estimated 7, 444, 755 
1958 Estimated 13, 655, 790 
1959 Estimated 17, 724, 204 
1960 Estimated 17, 724, 204 


In addition to the 50,000 Mcf per day of firm gas, Applicant seeks authority 
to sell such volumes of excess gas as the Sterlington plant needs from day to 
day and Applicant has available. No indication of the magnitude of such excess 
volumes is given. If United were to deliver 50,000 Mcf per day for 365 days 
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each year, its annual deliveries would be 18,250,000 Mcf. The increased de- 
liveries will have no appreciable effect upon the gas supply presently available 
to Applicant nor the service rendered therefrom. 

Applicant will finance the estimated cost of the proposed facilities, $203,949, 
from current working funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 11, 1957, respecting the matters involved in and the issues presented 
by the applications. No petitions to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) United Gas Pipe Line Company, a Delaware corporation, with its prin- 
cipal place of business in Shreveport, Louisiana, is a “natural-gas company” 
within the meaning of the Natural Gas Act as heretofore found by the Com- 
mission in its order of November 10, 1942 in Docket No. G-282 (3 FPC 863). 

(2) The facilities proposed to be constructed by United Gas Pipe Line Com- 
pany as hereinbefore described, and as more fully described in its application 
are proposed to be used in the transportation of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission as an integral part of 
Applicant’s pipeline system and the construction and operation thereof by Ap- 
plicant are subject to the requirements of subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(3) The proposed construction and operation of facilities by United Gas 
Pipe Line Company as hereinbefore described and as more fully set forth 
in the application are required by the public convenience and necessity, and a 
certificate therefor should be issued as hereinafter ordered and conditioned. 

(4) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (ce) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act, should 
attach to the issuance of the certificate and to the exercise of the rights granted 
thereunder, and that the time within which construction of facilities authorized 
by this order should be completed and said facilities should be placed in actual 
operation should be fixed at 5 months from the date on which this order issues. 

(5) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.80 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing United Gas Pipe Line Company to construct and operate 
the facilities and to transport natural gas as hereinbefore described, all as more 
fully described in the application in this proceeding upon the terms and condi- 
tions of this order. 

(B) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath by Applicant within 30 days 
from the date of issuance of this order. 

(C) There shall attach to the issuance of the certificate granted herein, and 
to the exercise of the rights granted thereunder, the general terms and conditions 
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set forth in paragraphs (b), (c) (3), (c) (4) and (e) of Seetion 157.20 of the 
Commission’s Regulations under the Natural Gas Act. 

(D) The time within which the facilities hereby authorized to United Gas 
Pipe Line Company shall be constructed and placed in operation as provided 
by paragraph (b) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act is hereby fixed at 5 months from the date on which this order 
issues. 

(E) Deliveries by Applicant to Louisiana Power shall be limited to a maximum 
of 18,250,000 Mcf per year. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G-13116 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 3, 1958) 


Northern Natural Gas Company (Applicant), a Delaware corporation, with 
principal place of business in Omaha, Nebraska, filed an application on August 
22, 1957, as amended September 17, 1957, pursuant to Section 7 (c) of the 
Natural Gas Act for a certificate of public convenience and necessity, authorizing 
it to construct and operate certain natural gas facilities as hereinafter described, 
subject to the jurisdiction of the Commission, all as more fully set forth in the 
application. 

Applicant proposes to construct and operate during the remainder of 1957 
approximately $1,500,000 of facilities and approximately $4,000,000 of facilities 
during 1958. These facilities are exclusive of any facilities covered by other 
pending applications. These facilities will not extend into any new producing 
areas where the cost of such extension and related facilities are in excess of 
$500,000. These facilities will be used for the purpose of enabling Applicant 
to transport and receive into its main pipeline system natural gas which it will 
purchase from independent producers located in numerous relatively small pro- 
ducing areas adjacent to its existing pipeline system from time to time during 
the balance of 1957 and during 1958. 

The volumes of gas which Applicant intends to purchase in these areas will 
become a part of Applicant’s over-all gas supply and such purchases are not 
contingent upon any expansion of its mainline system. The cost of these facilities 
will be financed by Applicant from cash on hand and cash generated through 
operations. Applicant states that it will file prior to March 1, 1958 and March 
1, 1959, respectively, a map showing the location of the new gas producing areas 
connected to its system, together with a full description of the facilities con- 
structed and the cost related thereto. In addition, Applicant will furnish reserve 
and deliverability studies of all gas producing areas so connected. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
December 10, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene in opposition or protest to the grant- 
ing of the application has been received. Staff counsel moved orally at the hear- 
ing that the intermediate decision procedure be omitted and the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 
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The Commission finds: 


(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of such gas for resale, and there- 
fore, is a “natural-gas company” within the meaning of the Natural Gas Act and 
subject to the provisions thereof as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication, which are proposed to be constructed and operated by Applicant as 
integral parts of its existing natural gas pipeline system, will be used in or for 
the transportation of natural gas in interstate commerce subject to the 
jurisdiction of the Commission, and therefore, said facilities are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation by Applicant of the facilities referred to 
in paragraph (2) hereof are or will be required by the present or future public 
convenience and necessity, and therefore, Applicant’s request for a certificate 
of public convenience and necessity should be granted and Applicant authorized to 
perform the aforesaid acts, operations and service as hereinafter ordered and 
conditioned. 

(5) The public convenience and necessity require that the following reason- 
able terms and conditions attach to the issuance of the certificate herein and to 
the exercise of the rights granted thereunder: 

(A) The certificate shall be limited to expenditures for construction during 
the balance of the calendar year 1957 and the calendar year 1958. 

(B) The total extent of facilities authorized to be constructed hereunder shall 
not exceed a cost of $1,500,000 for the balance of the calendar year 1957, and 
$4,000,000 for the calendar year 1958, and no single project shall exceed a cost 
of $500,000. 

(C) Applicant shall submit prior to March 1, 1958 and prior to March 1, 1959, 
statements under oath, showing (a) name of fields, (b) estimate of gas supply at- 
tached, (c) the costs, (d) a description of the project or projects that have been 
constructed and (e) location of facilities constructed pursuant to the authoriza- 
tion granted hereunder during the remainder of 1957 and the calendar year 
1958, respectively. 

(6) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and, not having 
been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby is 
issued to Applicant as hereinafter conditioned authorizing the construction and 
operation of the facilities referred to in Findings (2) and (4) hereof. 

(B) The certificate issued in paragraph (A) hereof shall be deemed accepted 
and of full force and effect unless refused in writing and under oath by Ap- 
plicant within 30 days from the date of issuance of this order. 

(C) That, in addition to the general conditions applicable to certificates as 
set forth in subsections (c) (4) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act, there shall attach to the issuance of 
the certificate granted in paragraph (A) hereof and to the exercise of the rights 
granted thereunder the conditions set forth in Finding (5) hereof. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


ARKANSAS LOUISIANA GAS COMPANY, DOCKET NO. G-13147 
UNITED GAS PIPE LINE COMPANY, DOCKET NO. G-13176 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 3, 1958) 


On August 27, 1957, Arkansas Louisiana Gas Company (Arkla), filed in Docket 
No. G-13147 an application pursuant to Section 7 (c) of the Natural Gas Act for 
a certificate of public convenience and necessity authorizing the delivery of a 
minimum of 50 Mcf of natural gas per day to United Gas Pipe Line Company 
(United) on an exchange basis for a period of 180 days, and authorizing the 
construction and operation of a dehydrator and meter station at No. 1 Pipes 
Estate Well, Calhoun Field, Ouchita Parish, Louisiana, with approximately 1,900 
feet of 4-inch lateral field line from said well to a point of connection with 
United’s existing 24-inch transmission line, to make said delivery. 

On August 29, 1957, United filed in Docket No. G—13176 an application for a 
certificate to implement the foregoing application of Arkla. United proposes 
to return equivalent volumes of gas to Arkla at an existing point of connection 
between the two systems in Webster Parish, Louisiana. 

The estimated cost of Arkla’s proposed facilities is $13,600 to be defrayed 
from cash on hand. 

It appears that the well herein involved is a wildcat producing from acreage 
not yet connected into Arkla’s system and that until such time as field facilities 
can be installed Arkla needs immediate relief to dispose of the natural gas 
production from the well to avoid flaring of substantial amounts of such gas, and 
also to avoid possible loss of the lease on the well. 

Temporary authorization for the proposed construction and to deliver gas to 
United, limited to a period not exceeding 180 days from the date of initial delivery, 
was granted to Arkla in Docket No. G—15147 on October 11, 1957. Temporary 
authcrization to deliver exchange gas to Arkla, similarly limited, was granted to 
United in Docket No. G-13176 on the same date. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 10, 1957, respecting the matters involved in and the issues presented 
by the applications herein. No petitions to intervene or protests to the granting 
of the applications have been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Arkansas Louisiana Gas Company, a Delaware corporation 
having its principal place of business in Shreveport, Louisiana, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 


the Commission in its order of January 26, 1943, in Docket No. G-252 (3 F. P. C. 
910). 


(2) Applicant, United Gas Pipe Line Company, a Delaware corporation having 
its principal place of business in Shreveport, Louisiana, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 


Commission in its order of November 10, 1942, in Docket No. G-232 (3 F. P. C. 
863). 
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(3) The facilities to be constructed by Arkla hereinbefore described, the de- 
livery of natural gas by Arkla to United and the redelivery of natural gas by 
United to Arkla hereinbefore described, all as more fully described in the respec- 
tive applications herein, are subject to the requirements of Subsections‘(c) and 
(e) of Section 7 of the Natural Gas Act. 

(4) The proposed construction of facilities by Arkla, the proposed delivery of 
natural gas by Arkla and the proposed redelivery by United, hereinbefore 
described, are required by the public convenience and necessity and certificates 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Applicants, Arkla and United, are able and willing properly to do the acts 
and to perform the services proposed and to conform to the provisions of the 
Natural Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(6) The proposed operation of facilities and the proposed delivery and re- 
delivery of natural gas as hereinbefore described should be limited to a period 
not exceeding 180 days from the date of initial delivery of natural gas herein. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same are hereby 
issued to Arkansas Louisiana Gas Company and to United Gas Pipe Line Company 
authorizing the construction and operation of facilities by Arkla, and to make 
the delivery and redelivery of natural gas hereinbefore described, all as more 
fully described in their applications in this proceeding and the exhibits appended 
thereto, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) The certificates hereby issued to Arkla and United shall be deemed to be 
accepted and of full force and effect unless refused in writing and under oath 
within 30 days from the date of issuance of this order. 

(C) The certificates hereby issued to Arkla and United are not transferable 
and shall be effective only so long as they continue the acts and operations hereby 
authorized in accordance with the provisions of the Natural Gas Act and the 
applicable rules, regulations and orders of the Commission. 

(D) The proposed operation of facilities and the proposed exchange of natural 
gas hereinbefore described shall be limited to a period not exceeding 180 days from 
the date of initial delivery of natural gas herein. 

(E) Arkla and United shall inform the Commission of the date of initial 
delivery and within 30 days of cessation of deliveries shall so notify the Com- 
mission. Arkla shall also inform the Commission as to the disposition of the 
facilities authorized for construction and operation herein. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


HOPE NATURAL GAS COMPANY, DOCKET NO. G-—13201 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 3, 1958) 


On August 30, 1957, Hope Natural Gas Company (Applicant) filed in Docket 
No. G—13201 an application, pursuant to Section 7 (c) of the Natural Gas Act, 
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for a certificate of public convenience and necessity authorizing the replacement 
of an existing 500-horsepower compressor engine at its Hunt Compressor Sta- 
tion in Kanawha County, West Virginia, with a 175-horsepower compressor 
engine and appurtenant facilities. 

The present engine is obsolete and inefficient, the proposed replacement will 
materially reduce operating costs, and the new compressor will be able to 
handle the volumes of gas presently available with no abandonment or curtail- 
ment of service. 

The estimated total capital cost of the proposed facilities is $50,000, which will 
be financed from cash on hand. 

Applicant’s gas supply will not be affected by the proposal. 

Temporary authorization to make the replacement of facilities as proposed 
in the application in Docket No. G—13201 was granted to Hope Natural Gas Com- 
pany on October 15, 1957. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 10, 1957, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hear- 
ing that the intermediate decision procedure be omitted and that the Commission 
render a decision pursuant to Section 130 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Hope Natural Gas Company, a West Virginia corporation hav- 
ing its principal place of business in Clarksburg, West Virginia, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of April 27, 1943, in Docket No. G-290 (3 F. P. C. 
994). 

(2) The proposed replacement facilities hereinbefore described, as more fully 
described in the application herein, are to be used in the transportation and 
sale of natural gas in interstate commerce for resale as integral parts of Appli- 
cant’s existing pipeline system and the construction and operation thereof by 
Applicant are subject to the requirements of Subsections (c) and (e) of Section 
7 of thé Natural Gas Act. 

(3) Applicant, Hope Natural Gas Company, is able and willing properly to 
do the acts and to perform the services proposed and to conform to the provi- 
sions of the Natural Gas Act and the requirements, rules and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the replacement facilities 
by Applicant are required by the public convenience and necessity and a cer- 
tificate therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (b), (c) (3), (¢c) (4) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Applicant and to the exer- 
cise of the rights granted thereunder, and that the time within which construc- 
tion of the facilities authorized by this order shall be completed and in actual 
operation should be fixed at three months from the date on which this order 
issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure, Section 1.30 (c) of the Commission’s Rules of 
Practice and Procedure, was unopposed by any party of record, and not having 
been denied by the Commission is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 

554728—61——__5 
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The Commission orders: 





(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Hope Natural Gas Company to construct and operate the 
replacement facilities hereinbefore described, all as more fully described in its 
application in this proceeding and the exhibits appended thereto, for the trans- 
portation and sale of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) The certificate issued in paragraph (A) hereof shall be deemed accepted 
and of full force and effect, unless refused in writing and under oath by Appli- 
cant within 30 days from the date of issuance of this order. 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) hereof and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized to Applicant 
shall be constructed and placed in actual operation as provided by paragraph 
(b) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act is hereby fixed at three months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRUNKLINE GAS COMPANY, DOCKET NO. G-—13300 



































FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 3, 1958) 


On September 20, 1957, Trunkline Gas Company (Applicant) filed in Docket 
No. G—13300 an application pursuant to Section 7 (c) of the Natural Gas Act 
for a certificate of public convenience and necessity authorizing the construc- 
tion and operation of two 12-inch natural gas pipelines each approximately 
8,641 feet in length, and connecting lines, to provide additional facilities cross- 
ing the Red River in Rapides Parish, Louisiana, in the vicinity of Applicant’s 
two existing 24-inch pipelines crossing said River. 

Recent experience of damage to existing lines from flood water makes neces- 
sary the proposed construction to prevent interruption of service from possible 
future flood damage. The estimated cost of construction of the proposed dual 
12-inch river crossing and connection with existing lines is $370,000 which will 
be financed from funds on hand. 

There is no question as to gas supply involved herein. 

Temporary authority to construct and operate the facilities was granted to 
Trunkline Gas Company on October 15, 1957. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 11, 1957, respecting the matters involved in and the issues presented 
by the application herein. No petitions to intervene or protests to the grant- 
ing of the application have been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and that the Com- 
mission render a decision pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 





(1) Applicant, Trunkline Gas Company, a Delaware corporation having its 
principal place of business in Houston, Texas, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order issued April 29, 1949, in Docket No. G-882 (8 F. P. C. 250). 
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(2) The facilities hereinbefore described, as more fully described in the 
application herein, are proposed to be used in the transportation and sale of 
natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, as integral parts of Applicant’s existing pipeline system, and the con- 
struction and operation thereof by Applicant are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
Service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder, 

(4) The proposed construction and operation of the subject facilities by 
Applicant are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (ce) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act (18 
CFR 157.20) should attach to the certificate hereinafter issued to Applicant and 
to the exercise of the rights granted thereunder, and that the time within 
which construction of the facilities authorized by this order shall be com- 
pleted and in actual operation should be fixed at 3 months from the date on 
which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted, pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Trunkline Gas Company to construct and operate 
the facilities hereinbefore described, all as more fully described in its applica- 
tion in this proceeding and the exhibits appended thereto, for the transportation 
and sale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (ec) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized to Applicant 
shall be completed and placed in actual operation as provided by paragraph (b) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
is hereby fixed at 3 months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THH KANSAS POWER AND LIGHT COMPANY, DOCKET NOS. E-6568 
AND E-6749 


ORDER APPROVING MAINTENANCE OF PERMANENT CONNECTION FOR EMERGENCY USE 
ONLY AND SUPERSEDING PREVIOUS COMMISSION AUTHORIZATION 


(Issued January 6, 1958) 


The Kansas Power and Light Company, (Applicant), incorporated under the 
laws of the State of Kansas with its principal place of business in Topeka, 
Kansas, filed an application on May 6, 1957, as amended July 22, 1957, for 
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authorization pursuant to Section 202 (d) of the Federal Power Act to maintain 
a permanent connection for emergency use only between its facilities and those 
of Kansas City Power & Light Company (Kansas City Power). 

The proposed connection would be maintained, principally, through two oil 
circuit breakers and related metering and relay equipment at a 110/13.2 kv 
substation which is located at the Sunflower Ordnance Plant of the United 
States of America, Johnson County, Kansas, and currently under lease to Kan- 
sas City Power. According to the application, 115 kv transmission facilities of 
both Companies are currently in place at the aforementioned Sunflower Sub- 
station: Applicant’s facilities consisting of approximately 32.47 miles of 115 kv 
line extending from its Tecumseh Substation ; and Kansas City Power’s facilities 
consisting of approximately 28.9 miles of 115 kv line extending from its Grand 
Avenue Substation which was also leased by it from the United States of 
America. The proposed interconnection would have a capacity of 30,000/40,000 
kva. 

Normally, the connecting breakers will be maintained at an open position 
and will be closed only for use in transferring power and energy between the 
systems of the two Companies in emergency situations as defined in Section 
32.20 of the Commission’s Regulations under the Act. 

In addition to the proposed permanent connection for emergency use, Ap- 
plicant currently maintains a 62,500 kva interconnection with the Kansas Gas 
and Electric Company (Kansas Gas) near Applicant’s Tecumseh generating 
station, Topeka, Kansas, which was authorized by Commission order issued 
August 17, 1954, Docket No. E-6568, as a permanent connection of Applicant for 
emergency use only pursuant to Section 202 (d) of the Act. 

Upon the filing of the subject application, the Commission’s staff undertook 
a field examination as to the facts and circumstances of Applicant’s electric 
utility operations relative to its jurisdictional status as a “public utility” under 
the Federal Power Act due to the inconclusiveness of relevant information then 
on file with the Commission. For Section 202 (d) of the Act, by its terms, limits 
any grant of Commission authorization thereunder to “person[s] engaged in 
the transmission or sale of electric energy and not otherwise subject to the 
jurisdiction of Commission .. .”.* 

Information obtained in the course of that field study and otherwise contained 
in the files of the Commission does not establish that Applicant currently owns 
or operates any facilities for the transmission or sale at wholesale for resale of 
electric energy in interstate commerce so as to render it subject to Commission 
jurisdiction as a “public utility” within the meaning of Part II of the Act. 

For the reasons hereinafter set forth in the findings below we believe the 
proposed interconnection between Applicant and Kansas City Power should be 
authorized as a permanent connection for emergency use only. Moreover, to 
avoid any questions of construction resulting from the issuance of the requested 


*Cf. In the Matter of Kansas Gas and Electric Company, 1 FPC 536, 540, where the 
Commission in commenting on Section 202 (d) of the Act stated: “***Section 202 (d) 
offers to intrastate electric public utility companies an exemption from Federal jurisdiction 
in those instances where it is desirable to maintain service under emergency conditions 
by means of facilities which cross political boundaries and which might otherwise subject 
the companies to Federal jurisdiction * * * [and] the approval to be given under the 
proviso is restricted to those persons not otherwise subject to its jurisdiction who desire 
to construct connections for emergency use only and who desire the exemption which may 
be conferred under Section 202 (d).”” See also orders of the Commission In the Matters 
of Wisconsin Power and Light Company, Northwestern Illinois Gas ¢ Electric Company, 
Docket No. E-6700, issued October 10, 1956, 16 F. P. C. 1015, and Jn the Matters of 
Commonwealth Edison Company, Wisconsin Electric Power Company, Docket No. E—6681, 
issued October 31, 1956, 16 F. P. C 1145. 
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additional authorization by separate order from the prior order authorizing 
Applicant’s interconnection with Kansas Gas, it is necessary and appropriate 
for the purposes of the Act that the Commission, upon its own motion and as 
hereinafter provided, consolidate such currently outstanding authorization with 
the additional authorization which Applicant currently seeks herein by way of 
a single authorization. 


The Commission further finds: 


(1) Kansas City Power, a corporation, is a public utility within the meaning 
of the Act, subject to the jurisdiction of the Commission, as heretofore described 
and set forth in the Commission’s order issued May 14, 1957, In the Matter of 
Kansas City Power & Light Company, et al., Docket No. B-6737, 17 F. P. C. 663. 

(2) Kansas Gas, a corporation, is a public utility within the meaning of 
the Act, subject to the jurisdiction of the Commission as heretofore described 
and set forth in the Commission’s order issued May 20, 1955, In the Matter of 
Kansas Gas and Electric Company, Docket No. E-6614. 

(3) The electric facilities which Applicant currently owns and/or operates, 
exclusive of those constituting the proposed interconnection with Kansas City 
Power or the aforementioned interconnection with Kansas Gas, do not include 
facilities for the transmission or sale at wholesale of electric energy in inter- 
state commerce, based upon information now before the Commission. Applicant 
is, therefore, not now a “public utility” within the meaning of that term as used 
in the Act. 

(4) The aforementioned interconnection with Kansas Gas will, as previously 
found in the aforementioned Commission order, constitute a permanent con- 
nection for emergency use only within the meaning of those words as used in 
Section 202 (d) of the Federal Power Act as will the proposed interconnection 
with Kansas City Power. 

(5) The maintenance and use of either of the aforementioned interconnections 
for emergency purposes many involve the transmission or sale at wholesale of 
electric energy in interstate commerce within the meaning of the Federal Power 
Act. 

(6) The maintenance and use of both of the aforementioned interconnections 
as permanent connections for emergency use only, as hereinafter approved, will 
serve emergency needs of Applicant, of Kansas City Power and Kansas Gas, 
and such connections therefore are desirable in the public interest as expressed 
in the Act. 


The Commission orders: 


(A) The maintenance by Applicant of the afore-described permanent con- 
nections with Kansas City Power and Kansas Gas for emergency use only, 
as the term “emergency” is defined in Section 32.20 of the Commission’s Regu- 
lations under the Federal Power Act, is hereby approved and such connections 
shall not affect the status of Applicant under the Act. 

(B) The permanent connections authorized herein shall be maintained with 
connecting switches open at all times except during emergencies and every 
closing of any of the connecting switches shall be deemed to be a use of the 
particular connection concerned. 

(C) Applicant shall report to the Commission, in accordance with Section 
32.23 of the Commission’s Regulations, every use of either of the permanent 
connections authorized herein. 

(D) The Commission’s order issued August 17, ‘1954, Docket No. E-6568, is 
hereby superseded in all respects. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


MICHIGAN WISCONSIN PIPE LINE COMPANY, ET AL., DOCKET NO. G-9992, 
ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 6, 1958) 


Michigan Wisconsin Pipe Line Company (Michigan Wisconsin), a Delaware 
corporation with its principal place of business in Detroit, Michigan, and Gulf 
Oil Corporation, Operator (Gulf), an independent producer, filed separate appli- 
cations, pursuant to Section 7 of the Natural Gas Act, for certificates of public 
convenience and necessity authorizing the construction and operation of certain 
facilities necessary for receiving and transporting natural gas in interstate com- 
merce for resale and for the sale of natural gas in interstate commerce, as 
hereinafter described, subject to the jurisdiction of the Commission, all as more 
fully represented in the respective applications. 

On February 23, 1956, Michigan Wisconsin filed in Docket No. G—9992 an appli- 
eation for a certificate authorizing the construction and operation of approxi- 
mately 8.0 miles of 85-inch O. D. supply lateral together with metering and 
dehydration facilities extending from the Nichols Field, Kiowa County, Kansas, 
to its existing Compressor Station No. 2 on its 24-inch main transmission line in 
Kiowa County, Kansas. In addition, Michigan Wisconsin proposes to construct 
and operate approximately 5.6 miles of field lines in the Nichols Field, Kiowa 
County, Kansas, varying in size from 2%-inch to 85-inch O. D., together with 
metering facilities. These proposed facilities will receive gas from Gulf pro- 
duced in the Nichols Field. The estimated total cost of all proposed facilities is 
$349,467. The cost is to be financed from company funds. 

. * * oe * - - 

The volume of gas to be made available to Michigan Wisconsin appears rea- 
sonably adequate to warrant construction of the proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on December 16, 1957, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting of 
the applications. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Michigan Wisconsin, a Delaware corporation with its principal place of 
business at Detroit, Michigan, is a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission. 

* a * * * * * 

(3) The facilities hereinbefore described are proposed to be used by Michigan 
Wisconsin in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as an integral part of its pipeline 
system and the construction and operation thereof by Applicant are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

. = a. * * 7. 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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(6) Public convenience and necessity requires that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (4) and (e) of Section 157.20 of 
the Commission’s General Rules and Regulations, including the Rules of Practice 
and Procedure, should attach to the issuance of the certificate to Michigan 
Wisconsin, and to the exercise of the rights granted thereunder, and that the 
time within which construction of facilities authorized by this order should be 
completed and said facilities should be placed in actual operation should be fixed 
at 6 months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not having 
been denied by the Commission is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Michigan Wisconsin to construct and operate the facilities 
hereinbefore described, all as more fully described in the amended application in 
this proceeding, for the transportation and sale and delivery of natural gas as 
herein set forth, upon the terms and conditions of this order. 

* + ~ * - = ao 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
({c) (4) and (e) of Section 157.20 of the Commission’s General Rules and Regu- 
lations, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

* * * am © * <n 

(E) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

7 + 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, ET AL., DOCKET NO. G—10421, ET AL. 
¥INDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 6, 1958) 


Henrietta Yerger Jones, d/b/a Edwin M. Jones Oil Company, et al. (Jones, 
et al.) and United Gas Pipe Line Company (United) filed applications, pursuant 
to Section 7 of the Natural Gas Act, for certificates of public convenience and 
necessity authorizing the sale of natural gas and the construction and operation 
of natural gas facilities, as hereinafter described, subject to the jurisdiction 
of the Commission, all as more fully represented in the respective applications, 
which are on file with the Commission. 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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On May 17, 1956, United filed in Docket No. G—10421 an application for a 
certificate of public convenience and necessity authorizing the construction 
and operation of a purchase meter with appurtenant facilities to be installed 
on United’s existing 20-inch transmission line in Karnes County, Texas, in 
order to receive gas produced by Jones, e¢ al., in the North Hondo Creek 
Field, Karnes County, Texas. The estimated total cost of $3,220 is to be 
financed from company funds. 

The gas supply which will become available by the operation of United’s 
proposed facilities is reasonably adequate to justify the construction of the 
proposed facilities. 

* * + * ” * * 


Pursuant to due notice, a public hearing was held in Washington, D. C., 
and concluded on December 16, 1957, respecting the matters involved in and the 
issues presented by the applications. No appearances other than staff counsel 
were entered upon the record and no evidence offered in opposition to the 
granting of the applications. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) United, a Delaware corporation with its principal place of business at 
Shreveport, Louisiana, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

7 + + * * a 7 

(3) The facilities hereinbefore described are proposed to be used by United in 
the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as an integral part of its pipeline system and 
the construction and operation thereof by United are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

* * af * ca * * 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4), and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
United, and to the exercise of the rights granted thereunder, and that the time 
within which construction facilities authorized by this order should be com- 
pleted and said facilities should be placed in actual operation should be fixed 
at 6 months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unoppesed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing United to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, 
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for the transportation and sale and delivery of natural gas as herein set forth, 
upon the terms and conditions of this order. 
aK * * a ok * * 


(C) The general terms and conditions set forth in paragraphs (b), (ce) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

B) The certificates issued herein shall be deemed accepted and of full 
force and effect, unless refused in writing and under oath within 30 days from 
the issuance of this order. 

2 * * * * * x 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, ET AL., DOCKET 
NO. G-—10767, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 6, 1958) 


F. A. Callery, Inc. (Callery) and Texas Illinois Natural Gas Pipeline Com- 
pany (Texas Illinois) filed separate applications, pursuant to Section 7 of the 
Natural Gas Act, for authority to sell natural gas in interstate commerce and 
the construction and operation of certain facilities to receive and transport 
natural gas in interstate commerce for resale, as hereinafter described, subject 
to the jurisdiction of the Commission, all as more fully represented in the 
applications. 

On July 17, 1956, Texas Illinois filed in Docket No. G—10767 an application for 
a certificate of public convenience and necessity authorizing the construction and 
operation of approximately 6% miles of 6-inch lateral supply pipeline to ex- 
tend from a point on Texas Illinois’ existing Chocolate Bayou lateral supply 
line in Brazoria County, Texas, to a point in the Bailey’s Priarie Field, 
Brazoria County, Texas, together with a tap connection on the Chocolate Bayou 
lateral and a meter station at the terminus of the proposed lateral. These 
proposed facilities will receive gas produced in the Bailey’s Prairie Field by 
Callery. Estimated total cost of the proposed facilities is $150,700. The cost 
is to be financed from company funds. 


The gas supply which will become available by the operation of Texas Illinois’ 
proposed facilities is reasonably adequate to justify the construction of the pro- 
posed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on December 10, 1957, respecting the matters involved in and the 
issues presented by the applications. No appearances other than staff counsel 
were entered upon the record and no evidence offered in opposition to the grant- 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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ing of the applications. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a de- 
cision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 



















The Commission finds: 





(1) Texas Illinois, a Delaware corporation with its principal place of business 
at Chicago, Illinois, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order issued on 
June 14, 1950 in Docket No. G—1246. 





* * . % * * 


(3) The facilities hereinbefore described are proposed to be used by Texas 
Illinois in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as an integral part of its pipe- 
line system and the construction and operation thereof by Applicant are subject 
to the requirements of Subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 
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(5) The construction and operation of the facilities proposed by Texas 
Illinois, and the sale of natural gas by Callery, together with the construction 
and operation of any facilities subject to the jurisdiction of the Commission 
necessary therefor, are required by the public convenience and necessity, and 
certificates therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (ce) (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
Texas Illinois, and to the exercise of the rights granted thereunder, and that 
the time within which construction of facilities authorized by this order should 
be completed and said facilities should be placed in actual operation should 
be fixed at 6 months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the 
acts and to perform the services proposed and to conform to the provisions of 
the Natural Gas Act, and the requirements, rules and regulations of the Com- 
mission thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedures, was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 









(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Texas Illinois to construct and operate the facilities here- 
inbefore described, all as more fully described in the application in this pro- 
ceeding, for the transportation of natural gas in interstate commerce for resale 
as herein set forth, upon the terms and conditions of this order. 

* a 










* * * > + 


(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 


issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 
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(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

(E) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

(F) The certificates issued to Applicants herein are not transferable and 
shall be effective only so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission thereunder. 

7 * z « . * +. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, ET AL., DOCKET 
NO. G—12937, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 6, 1958) 


Texas Illinois Natural Gas Pipeline Company (Texas Illinois), with its prin- 
cipal place of business at 122 S. Michigan Avenue, Chicago, Illinois, and James 
Doughty, Operator, et al. (Doughty), an independent producer with his prin- 
cipal place of business at 502 Oil Industries Building, Corpus Christi, Texas, 
filed in Docket Nos. G—12937 and G—12929 on July 23, and July 22, 1957, re- 
spectively, separate applications for certificates of public convenience and 
necessity, pursuant to Section 7 (c) of the Natural Gas Act, authorizing Texas 
Illinois to construct and operate certain facilities in order to purchase and 
receive certain natural gas produced by Doughty, and to authorize Doughty to 
make the aforesaid sale as hereinafter described, subject to the jurisdiction of 
the Commission, all as more fully represented in the applications which are on 
file with the Commisson. 

Texas Illinois proposes to construct and operate a 2-inch tap on its existing 
16-inch Clayton lateral pipeline in Live Oak County, Texas, in order to pur- 
chase and receive natural gas produced in the Sanger Heirs Area located in 
the Tex-Am, South Field, also in Live Oak County, by Doughty, Operator, 
et al. The estimated total initial cost of the proposed tap is $1,090, which 
cost will be financed from funds on hand. 

The gas supply which will become available by the operation of Texas Illinois’ 
proposed facilities is reasonably adequate to justify the construction of the 
proposed facilities. 


* a + * * * « 


Texas Illinois will transport the gas received from Doughty, et al., com- 
mingled with its other gas supplies, in interstate commerce for resale for ulti- 
mate public consumption. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
December 10, 1957, respecting the matters involved in and the issues presented 
by the applications. No petition to intervene in opposition or protest to the 
granting of the applications has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and the Com- 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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mission render a decision herein pursuant to Section 1.30 (c) (1) of the Com- 
mission’s Rules of Practice and Procedure. 


The Commission finds: 
> * ca * * + = 


(2) Texas Illinois is engaged in the transportation of natural gas in inter- 
state commerce and the sale in interstate commerce of such gas for resale, and 
therefore, is a natural-gas company within the meaning of the Natural Gas 
Act and subject to the provisions thereof as heretofore found by the Commission. 

(3) The facilities hereinbefore described, as more fully described in the ap- 
plication in Docket No. G-12937, which are proposed to be constructed and 
operated by Texas Illinois as an integral part of its existing natural gas system 
will be used for the transportation of natural gas in interstate commerce for 
resale subject to the jurisdiction of the Commission, and therefore, said facili- 
ties are subject to the requirements of subsections (c) and (e) of Section 7 of 
the Natural Gas Act. 
* * 

















* * 





(5) Doughty and Texas Illinois are each able and willing properly to do the 
acts and to perform the services proposed and to conform to the provisions of 
the Natural Gas Act, and the requirements, rules and regulations of the Com- 
mission thereunder. 

(6) The construction and operation by Texas Illinois of the facilities referred 
to in paragraph (3) hereof and the sale of natural gas by Doughty, referred to 
in paragraph (4) hereof, together with the construction and operation by 
Doughty of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor, are or will be respectively required by the present or future con- 
venience and necessity, and therefore, Texas Illinois’ and Doughty’s separate 
requests for a certificate of public convenience and necessity should be granted 
and Texas Illinois and Doughty each authorized to perform the aforesaid acts, 
operations, sale and services as proposed and as hereinafter ordered and 
conditioned. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in subsections (b), (c) (3), (4) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act should attach to the 
certificate hereinafter issued to Texas Illinois, and to the exercise of the rights 
granted thereunder and that the time within which construction of the facilities 
authorized by this order shall be completed and in actual operation should be 
fixed at 6 months from the date on which this order issues. 

(8) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(ce) (1) of said Rules. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same hereby 
are issued to Texas Illinois and Doughty respectively, authorizing the con- 
struction and operation by Texas Illinois of the facilities referred to in Findings 
(3) and (6) hereof and the sale of natural gas by Doughty, referred to in 
Findings (4) and (6) hereof, together with the construction and operation by 
Doughty of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor. 

(B) The certificates issued in paragraph (A) hereof shall be deemed ac- 
cepted and of full force and effect unless refused in writing and under oath by 
the recipient thereof within 30 days from the date of issuance of this order. 
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(C) There shall attach to the issuance of the certificate granted to Texas 
Illinois in paragraph (A) hereof, and to the exercise of the rights granted there- 
under, the general conditions applicable to certificates as set forth in subsec- 
tions (b), (c) (3), (4) and (e) of Section 157.20 of the Commission’s Regula- 
tions under the Natural Gas Act. 

(D) The construction of the facilities by Texas Illinois as authorized in 
paragraph (A) shall be completed within 6 months from the date of issuance 
of this order. 

o 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UTAH POWER AND LIGHT COMPANY, PROJECT NO. 1373 
ORDER ACCEPTING SURRENDER OF LICENSE (MAJOR) 
(Issued January 6, 1958) * 


Application was filed February 3, 1956, by Utah Power and Light Company, 
licensee, for major Project No. 1373, for surrender of the license for the project. 

The project, which affects lands of the United States within the Wasatch 
National Forest and other lands of the United States, has an installed capacity 
of approximately 550 horsepower and consists of a small timber diversion dam, 
a short flume, a water conduit approximately four miles long leading to a power- 
house containing two 200-kilowatt generating units with appurtenant works. 
The original license for the project was issued on October 2, 1939, for a period 
of 50 years, 

The licensee requests the surrender due to excessive energy costs and states 
that the energy can be supplied more economically at other points in the li- 
censee’s system. 

The Forest Service reports the forest lands occupied by the project works 
have been restored to a condition satisfactory to the Forest Service. 

The annual charges have been paid for the calendar year 1955, and the li- 
censee’s copy of the license instrument has been returned. 

The Commission finds: 


Acceptance of the surrender of the license for the project is appropriate as 
hereinafter provided. 


The Commission orders: 


Surrender of the license for major Project No. 1373 is accepted, effective as 
of August 28, 1957, subject to the payment of the annual charges under the 
license for the project through that date. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SOUTHERN CALIFORNIA EDISON COMPANY, PROJECT NO. 1934 
ORDER APPROVING REVISED EXHIBITS 
(Issued January 6, 1958) 


Southern California Edison Company, licensee for Project No. 1934, filed on 


August 9, 1957, an application for Commission approval of revised Exhibits J 
and K. 


*Order modified by order issued January 31, 1958. 
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The effect of approval of the revised exhibits would mean inclusion in the 
license of: (1) an 11-kilovolt three-phase line attached to the poles of the 
licensee’s 33-kv Forest Home-Seven Oaks transmission line from a point near 
licensee’s Mill Creek No. 2-3 Powerhouse and extending to a connection with 
a line serving the Crafton Water Company’s water well No. 3, as shown on 
revised Exhibit K (FPC No. 1984-21, -22, and -23); and (2) a single wire 
alarm line attached to the licensee’s pole line from a point near the said power- 
house and extending to the Mill Creek No. 3 intake works, as shown on revised 
Exhibit K (FPC No. 1934-21, -22, and -23). 

The 11-kv line delivers power to the Crafton Water Company where it is 
used in part to pump water back into licensee’s reservoir. While neither the 
11-kv line nor the single wire alarm line is a primary transmission line with 
respect to a hydroelectric project subject to Federal jurisdiction in accordance 
with the Commission’s interpretation of Section 3 (11) of the Federal Power 
Act, in view of the use of the lines for project purposes, they should be in- 
cluded in the license as added project facilities as hereinafter provided. 

Revised Exhibit J (FPC No. 1934-20) General Map of Mill Creek No. 2-3 
Project would supersede Exhibit J (FPC No. 1934-17) Index Map of Mill Creek 
No. 2 and No. 3 Project; and revised Exhibit K (FPC Nos. 1934-21, -22 and 
—23) Detail Map of Mill Creek No. 2 and 3 Project would supersede Exhibit K 
(FPC No. 1934-7) Detail Map of Mill Creek No. 3 Project and Exhibit K 
(FPC No. 1934-18) Detail Map of Mill Creek No. 2 and 3 Project. 


The Commission finds: 


Revised Exhibit J (FPC No. 1934-20) and revised Exhibit K (FPC Nos. 
1934-21, -22, and —23) conform to the Commission’s rules and regulations and 
should be approved as part of the license for the project and superseded Ex- 
hibit J (FPC No. 1934-17), Exhibit K (FPC No. 1934-7) and Exhibit K (FPC 
No. 1934-18) now a part of the license should be eliminated therefrom as here- 
inafter provided. 


The Commission orders: 


(A) Revised Exhibit J (FPC No. 1934-20) and revised Exhibit K (FPC 
Nos. 1934-21, -22, and -23) are approved as part of the license for the project 
and superseded Exhibit J (FPC No. 1934-17), Exhibit K (FPC No. 1934-7) 
and Exhibit K (FPC No. 1934-18), now a part of the license, are eliminated 
therefrom. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall con- 
stitute acceptance of this order. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 











PACIFIC POWER & LIGHT COMPANY, DOCKET NO. E-6791 
ORDER AUTHORIZING THE ISSUANCE OF PREFERRED STOCK AND FIRST MORTGAGE BONDS 


(Issued January 7, 1958) 





Pacific Power & Light Company (Applicant), incorporated under the laws 
of the State of Maine and qualified to do business as a foreign corporation in the 
States of Oregon, Washington, Wyoming, Montana, and Idaho, with its principal 
place of business in Portland, Oregon, filed an application on December 10, 1957, 










































FEDERAL POWER COMMISSION ol 


as amended December 13 and December 30, 1957, for authorization pursuant 
to Section 204 of the Federal Power Act to issue and sell at competitive bidding 
100,000 shares of Serial Preferred Stock, cumulative, par value $100 per share, 
and $15,000,000, principal amount of First Mortgage Bonds, Series due 1988. 

Applicant proposes to issue the Bonds under its Indenture of Mortgage and 
Deed of Trust, dated as of July 1, 1947, to Guaranty Trust Company of New York 
and Oliver R. Brooks, Trustees, as heretofore supplemented, and as to be further 
supplemented by a proposed Ninth Supplemental Indenture to be dated January 1, 
1958. 

Applicant proposes on or about January 8, 1958, to invite sealed bids for the 
purchase of both of the proposed issuances, Preferred Stock and Bonds, by news- 
paper publication and by distribution of a separate form of bid and separate 
forms of purchase agreements, together with a single statement of terms and 
conditions relating to bids for both issuances. 

All bids, whether from a single bidder or group of bidders, must be on the 
form of bid provided by Applicant, and must be for the purchase of all the Pre- 
ferred Stock or all the Bonds, as the case may be. Each Preferred Stock bid 
must specify (1) the dividend rate to borne by the proposed Preferred Stock ex- 
pressed as a multiple of 45th of 1%; and (2) the price to be paid Applicant for 
the Preferred Stock which shall be not less than $100 per share nor more than 
$102.75 per share. Dividends on the Preferred Stock will be cumulative from 
the date of issuance. 

Each Bond bid must specify, among other things, (1) the interest rate to be 
borne by the Bonds, which rate shall be a multiple of %th of 1%; (2) the 
price exclusive of accrued interest to be paid Applicant for the Bonds, which 
price shall be not less than 9814% nor more than 102%% of the principal amount 
thereof ; and (3) that Applicant shall be paid the amount of the accrued interest 
on the Bonds from January 1, 1958, to the date of payment therefor and delivery 
thereof. 

All bids for the proposed issuances of Preferred Stock and Bonds must be 
presented to Applicant at Room 2033, Two Rector Street, New York, New York, 
before 12:00 Noon, New York Time, on January 15, 1958 (unless postponed). 
Unless Applicant shall reject all bids with respect to the proposed Preferred 
Stock (which it reserves the privilege to do), or excludes a bid or bids for 
reasons set forth in the statement of terms and conditions, it will accept the 
bid which results in the lowest annual cost of money to it. Similarly, with 
respect to the proposed Bonds, unless Applicant shall reject all bids (which 
it reserves the privilege to do), or excludes a bid or bids for reasons specified 
in the statement of terms and conditions, it will accept the bid which provides 
it with the lowest annual cost of money. 

Each bid for the purchase of the Preferred Stock must be accompanied by 
a certified or official bank check or checks in the aggregate amount of $300,000; 
each Bond bid must be accompanied by such check or checks in the aggregate 
amount of $450,000. 

Applicant will apply the proceeds to be obtained from the proposed issuances 
of Preferred Stock and Bonds, estimated to aggregate approximately $25,000,000, 
to (1) discharge about $17,500,000, aggregate principal amount of its promis- 
sory notes expected to be outstanding prior to completion of the issuances and 
sales here contemplated ;* and (2) carry forward its 1958 construction program. 
Applicant’s 1958 construction program expenditures are expected to approximate 


1 By order issued June 13, 1956, In the Matter of Pacific Power & Light Company, Docket 
No. E-6679, 15 F. P. C. 1523, the Commission authorized Applicant to issue Promissory 
Notes in the aggregate principal amount of not to exceed $25,000,000 outstanding at any 
one time. 
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$58,906,000. Such expenditures for 1958 include $24,230,000 for completion of 
construction of the 204,000 kw plant of the Swift No. 1 Hydroelectric Project ;* 
$12,712,000 for completion of the 100,000 kw Dave Johnston steam-electric gen- 
erating station ; $11,216,000 for electric distribution additions and improvements; 
and $3,210,000 for the installation of a third unit of 45,000 kw capacity in the 
Merwin Hydroelectric Project.* 

Written notice of the application has been given to the Idaho Public Utilities 
Commission, the Oregon Public Utility Commissioner, the Montana Board of 
Railroad Commissioners, the Wyoming Public Service Commission, and the 
Washington Public Service Commission, and to the Governor of each of those 
States. Notice of the application also was published in the Federal Register 
on December 18, 1957 (22 F. R. 10129), stating that any person desiring to be 
heard or to make any protest with reference to the application should file a 
petition or protest on or before January 2, 1958, with the Federal Power Com- 
mission, Washington 25, D. C. No protest or petition or request to be heard 
in opposition to the granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued June 26, 
1957, In the Matter of Pacific Power & Light Company, Docket No. E-6758, 17 
F. P, C. 894. 

(2) The proposed issuances and sales of Preferred Stock and Bonds, as de- 
scribed above, will constitute issuances of securities within the purview of 
Section 204 of the Act. 

(3) Applicant is not organized and operating in a state under the laws of 
which the security issues here involved are regulated by a State commission 
within the meaning of Section 204 (f) of the Act, and the proposed issuances 
of Preferred Stock and Bonds are, therefore, not exempt by virtue of that Sec- 
tion from the requirements of Section 204 of the Act. 

(4) The proposed issuances and sales through competitive bidding of Pre- 
ferred Stock and Bonds, all as hereinafter authorized, will be for a lawful 
object, within the corporate purposes of Applicant and compatible with the 
public interest, which is appropriate for and consistent with the proper per- 
formance by Applicant of service as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 


The Commission orders: 


(A) The proposed issuances and sales of Preferred Stock and Bonds, all as 
described above, upon the terms and conditions, and for the purposes specified 
in the application, are authorized, subject to the provisions of this order. 

(B) The proposed issuances and sales at competitive bidding of Preferred 
Stock and Bonds shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the 
Federal Power Act relating to compliance with competitive bidding require- 
ments, and Section 34.2 (k) (4) of those Regulations relating to affiliation, 
and shall have either filed such amendments or shall have mailed them and 
advised the Commission by telephone and telegram, as contemplated by Sec- 


* Licensed under the Federal Power Act as Project No. 2111. 
* Licensed under the Federal Power Act as Project No. 985. 
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tion 34.9 of those Regulations; the foregoing being applicable to the proposed 
issuances of Preferred Stock and Bonds, as the case may be. 

(ii) The Commission, by further order, shall have approved (1) the respec- 
tive prices to be received by Applicant for the proposed Preferred Stock and 
Bonds, and (2) the dividend rate on the proposed Preferred Stock and the 
interest rate on the proposed Bonds. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determinations of cost, or any other matter 
whatsoever now pending or which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obliga- 


tion on the part of the United States in respect of any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


IOWA POWER AND LIGHT COMPANY, DOCKET NO. E-6793 
ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS AND PREFERRED STOCK 
(Issued January 7, 1958) 


Iowa Power and Light Company (Applicant), incorporated under the laws of 
the State of Iowa and doing business in that State, with its principal place 
of business in Des Moines, Iowa, filed an application on December 11, 1957, as 
amended December 23, 1957, for an order pursuant to Section 204 of the Federal 
Power Act, authorizing (1) the issuance and sale at competitive bidding of 
$10,000,000, principal amount of First Mortgage Bonds, Series due 1988; and (2) 
the issuance and sale of 50,000 shares of Cumulative Preferred Stock, par 
value $100 per share, for which an exemption is requested from the Commission’s 
competitive bidding requirements. 

Applicant proposes to issue the Bonds under its Indenture of Mortgage and 
Deed of Trust, dated August 1, 1943, to Harris Trust and Savings Bank, Chicago, 
Illinois, and Harold Eckhart (W. H. Milsted, Successor Individual Trustee), 
Trustee, as heretofore supplemented and as to be further supplemented by a 
proposed Seventh Supplemental Indenture to be dated as of January 15, 1958, 
to the aforementioned bank and W. H. Milsted, Trustees. 

Applicant proposes, on or about January 14, 1958, to invite sealed, written 
bids for the purchase of the proposed Bonds by newspaper publication and 
through distribution of a Form of Bid, together with a statement of terms and 
conditions relating thereto. All bids, whether from a single bidder or a group of 
bidders, must be in writing on the Form of Bid provided by Applicant, and must 
be for the purchase of the entire issuance of Bonds. Each bid must specify, 
among other things, (1) the interest rate to be borne by the Bonds, which rate 
shall be a multiple of 1/8th of 1%; (2) the price exclusive of accrued interest 
to be paid to Applicant for the Bonds, which price shall be not less than 99% 
of the principal amount if a public offering is to be made, and not less than 
100% thereof if no public offering is to be made; and (3) that Applicant shall 
be paid the amount of the accrued interest on the Bonds from January 15, 
1958, to the cate of payment therefor and delivery thereof. In addition, each 
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bid must be accompanied by a certified or bank cashier’s check or checks, pay- 
able in Chicago Clearing House funds, in the aggregate amount of $250,000. 

All bids for the purchase of the proposed Bonds must be presented to Ap- 
plicant at or before 10: 00 A. M., Central Standard Time, on January 22, 1958, at 
Room 1701, Harris Trust Building, 111 West Monroe Street, Chicago, Illinois. 
Unless Applicant shall reject all bids, which it reserves the privilege to do, or 
shall exclude a bid or bids for reasons specified in the statement of terms and 
conditions contained in its public invitation, it will accept the bid which provides 
it with the lowest annual cost of money. 

Applicant proposes to enter into an underwriting agreement for the sale of 
the entire issuance of Preferred Stock with a group of underwriting firms 
headed by Smith, Barney & Co.* Under this underwriting agreement, the 
exact dividend rate on the new Preferred Stock will be fixed prior to the offer- 
ing of the stock, but such rate will not exceed 5.25%. Also, under the under- 
writing agreement, the price per share to be paid by the underwriting firms 
to the Applicant will be the same as the initial public offering price per share; 
and as compensation for underwriting commitments, the Applicant has agreed 
to pay a fee which will be fixed prior to the offering of the stock, but such fee 
will not exceed 2% of the initial public offering price. 

By letter dated November 21, 1957, Docket No. IN-916, the Commission, pur- 
suant to Section 34.2 (k) (2) (ii) of its Regulations under the Federal Power 
Act, authorized Applicant to enter into negotiations for the underwriting or 
sale of the proposed issuance of Preferred Stock. Applicant now requests that 
the proposed issuance be exempted from the competitive bidding require- 
ments of Section 34.la, (b) and (c) of those Regulations upon findings as set 
forth in Section 34.la (a) (4) thereof. 

Applicant proposes to utilize the proceeds from the issuance and sale of the 
proposed Preferred Stock and Bonds, estimated in the amount of approximately 
$15,000,000, to (1) repay its short-term bank loans which aggregated $11,435,000, 
as of December 20, 1957;* and (2) carry forward its construction program, 
which is expected to cost approximately $15,000,000 for the year 1958. The 
chief construction expenditures for 1958 consist of $6,300,000 for the completion 
of the installation of a 90,000 kw unit in the Council Bluffs generating station; 
$5,700,000 for the construction of various electric transmission and distribution 
projects; $1,400,000 for gas distribution projects; and $1,000,000 for the con- 
struction of a 161 kv substation at Des Moines, Iowa. 

Written notice of the application has been given to the Iowa State Commerce 
Commission and to the Governor of that State. Notice has also been given by 
publication in the Federal Register on December 21, 1957 (22 F. R. 10473), 
stating that any person desiring to be heard or to make any protest with refer- 
ence to the application should file a petition or protest on or before January 
2, 1958, with the Federal Power Commission, Washington 25, D. C. No protest, 
petition or request to be heard in opposition to the granting of the application 
has been received. 


1In addition to Smith, Barney & Co., other members of the underwriting group include 
Blyth & Co., Inec.; The First Boston Corporation; Glore, Forgan & Co.; Merrill Lynch, 
Pierce, Fenner & Beane; Stone & Webster Securities Corporation; White, Weld & Co.; 
Lamson Bros. & Co.; First of Iowa Corporation; Quail & Co.; T. C. Henderson & Co.; 
Conway Brothers ; and Pyper Company, Inc. 

* By order issued May 16, 1957, as supplemented November 27, 1957, In the Matter of 
Iowa Power and Light Company, Docket No. E-6741, the Commission authorized Applicant 
to issue not to exceed $12,500,000, aggregate principal amount of Promissory Notes out- 
standing at any one time. 
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The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued July 11, 
1951, In the Matter of Iowa Power and Light Company, Docket No. E—6363, 10 
F. P. C. 1186. 

(2) The proposed issuance and sale of Bonds and the proposed issuance and 
sale of Preferred Stock, all as described above, will constitute issuances of 
securities within the purview of Section 204 of the Act. 

(3) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders, or the ownership of securities, or otherwise, between Applicant 
and Smith, Barney & Co. or any other members of the underwriting group named 
in the recital above. 

(4) Under the circumstances of this case, sufficient cause has been shown for 
exempting the proposed issuance of Preferred Stock from the competitive bidding 
requirements of Section 34.la, (b) and (c) of the Commission’s Regulations 
under the Federal Power Act. 

(5) Applicant is not organized and operating in a State under the laws of 
which the security issues here involved are regulated by a State commission 
within the meaning of Section 204 (f) of the Act, and the proposed issuances of 
Bonds and Preferred Stock are, therefore, not exempt by virtue of that Section 
from the requirements of Section 204 of the Act. 

(6) The proposed issuance and sale of Bonds, and the proposed issuance and 
sale of Preferred Stock, all as hereinafter authorized, will be for a lawful 
object, within the corporate purposes of Applicant and compatible with the 
public interest, which is appropriate for and consistent with the proper per- 


formance by Applicant of service as a public utility and which will not impair 


its ability to perform that service, and is reasonably appropriate for such 
purposes, 


(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of Bonds, and the proposed issuance 
and sale of Preferred Stock, all as described above, upon the terms and con- 
ditions, and for the purposes specified in the application, are authorized, sub- 
ject to the provisions of this order. 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements, and 
Section 34.2 (k) (4) of those Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegraph, as contemplated in Section 34.9 of the 
Regulations. 

(ii) The Commission shall have approved the interest rate thereon and the 
price to be received by Applicant for such Bonds, by a further order. 

(C) The proposed issuance and sale of Preferred Stock shall not be con- 
summated until: 

(i) Applicant shall have amended its application by filing with the Commis- 
sion a verified copy of the underwriting agreement, as executed, between Appli- 
cant and the aforementioned underwriters for the purchase or underwriting 
of the proposed issuance of Preferred Stock. 
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(ii) The Commission, by further order, shall have approved (1) the price to 
be received by Applicant for the proposed Preferred Stock, (2) the dividend 
rate thereon, and (3) the fee to be paid to the underwriters by Applicant. 

(D) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the date of issuance of this order. 

(E) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or Ceterminations of cost, or any other matter 
whatsoever now pending or which may come before this Commission. 

(hj Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


TENNESSEE GAS TRANSMISSION COMPANY, ET AL., DOCKET 
NO. G-9867, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 7, 1958) 


Tennessee Gas Transmission Company (Tennessee), a Delaware corporation 
with its principal place of business in Houston, Texas, and Trice Production 
Company, Operator (Trice), an independent producer, filed applications, pur- 
suant to Section 7 of the Natural Gas Act, for certificates of public convenience 
and necessity authorizing the construction and operation of facilities necessary 
for receiving and transporting natural gas in interstate commerce for resale and 
authorizing the sale of natural gas in interstate commerce, as hereinafter de- 
scribed, subject to the jurisdiction of the Commission, all as more fully 
represented in the respective applications. 

On January 13, 1956, Tennessee filed in Docket No. G—9867 an application for 
a certificate of public convenience and necessity authorizing the construction 
and operation of certain new facilities and the continued operation of certain 
installed facilities not heretofore certificated for the purpose of receiving gas 
from certain producers in Texas. The estimated total cost of these facilities 
is $75,315. The cost is to be financed from company funds. The following 
describes the proposed facilities and the related independent producers’ appli- 
cations: 

(A) One tap with appurtenant facilities at an estimated initial unit cost 
of $835 at a point on the existing La Sal Vieja lateral in the Chess Field, 
Willacy County, Texas, approximately 90 miles upstream from Applicant’s exist- 
ing Compressor Station No. 1; in order to receive gas produced by The Superior 
Oil Company from the Chess and La Sara Fields, Willacy County, Texas; 

(B) One tap with appurtenant facilities at an estimated initial unit cost 
of $835 at a point on the Coleto Creek Cologne lateral, Victoria County, Texas, 
approximately 4 miles upstream from existing Compressor Station No. 9; in 
order to receive gas produced by George A. Musselman from the Cologne Field, 
Victoria County, Texas; 

(C) One tap with appurtenant facilities at an estimated initial unit cost 
of $835 at a point on Applicant’s existing main line in Fort Bend County, 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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Texas, appro,imately 23 miles upstream from existing Compressor Station No. 
25; in order to receive gas produced by Sam E. Wilson from the Fulshear 
(Randon) Field, Fort Bend County, Texas; 

(D) One tap with appurtenant facilities at an estimated initial cost of $719 
at a point on the existing Hope lateral in the East Gohlke Field, Victoria 
County, Texas, approximately 13 miles downstream from the existing Com- 
pressor Station No. 9; in order to receive gas produced by the Kirby Oil and Gas 
Company from the East Gohlke Field, Victoria County, Texas; 

(E) One tap with appurtenant facilities at an estimated initial unit cost of 
$835 at a point on the existing Sheridan lateral in the Mustang Creek Field, 
Colorado County, Texas, approximately 20 miles upstream from existing Com- 
pressor Station No. 17; in order to receive gas produced by Milton V. Spencer 
from the Mustang Creek Field, Colorado County, Texas; 

(F) One tap with appurtenant facilities at an estimated initial unit cost 
of $835 at a point on Applicant’s existing main transmission line in the Odem 
Field, San Patricio County, Texas, approximately 80 miles upstream from 
existing Compressor Station No. 9; in order to receive gas produced by The 
Texas Company from the Odem Field, San Patricio County, Texas; 

(G) Three taps with appurtenant facilities, together with 1.1 miles of 4-inch 
pipeline and 2.4 miles of 6-inch pipeline at an estimated initial cost of $66,000. 
The gas to be received by the above described facilities will enter existing Com- 
pressor Station No. 17 through the existing Sublime, Glasscock and Chesterville- 
New Ulm laterals and these facilities will receive gas produced by Lloyd H. 
Smith, Inc. et al., The Texas Company and Trice Production Company (Trice), 
respectively, produced from the West Rock Island Field, Colorado County, 
Texas; and 

(H) One tap with appurtenant facilities at an estimated initial unit cost 


of $835 at a point on the existing Huffsmith lateral in the Tomball Field, 
Harris County, Texas, approximately 25 miles upstream from existing Compres- 
sor Station No. 25; in order to receive gas produced by Socs Vratis, et al. 
from the Tomball Field, Harris County, Texas. 


* * * * * * * 


The gas supply which will become available by the operation of Tennessee’s 
proposed facilities is reasonably adequate to justify the construction of the 
proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on December 23, 1957, respecting the matters involved in and the 
issues presented by the applications. No appearances other than staff counsel 
were entered upon the record and no evidence offered in opposition to the grant- 
ing of the applications. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Tennessee, a Delaware corporation with its principal place of business 
at Houston, Texas, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

ao ” * + a ” - 

(3) The facilities hereinbefore described are proposed to be used by Tennes- 

see in the transportation and sale of natural gas in interstate commerce, sub- 
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ject to the jurisdiction of the Commission, as an integral part of its pipeline 
system and the construction and operation thereof by Applicant are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

- * * + * a ” 

(5) The construction and operation of the facilities proposed by Tennessee, 
and the sale of natural gas by Trice, together with the construction and opera- 
tion of any facilities subject to the jurisdiction of the Commission necessary 
therefor, are required by the public convenience and necessity, and certificates 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
Tennessee, and to the exercise of the rights granted thereunder, and that the 
time within which construction of facilities authorized by this order should be 
completed and said facilities should be placed in actual operation should be 
fixed at 6 months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions of 
the Natural Gas Act, and the requirements, rules and regulations of the Com- 
mission thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(ec) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Tennessee to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceed- 
ing, for the transportation of natural gas in interstate commerce for resale as 
herein set forth, upon the terms and conditions of this order. 

= + * * * o fe 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s General Rules and Regu- 
lations, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

(E) The certificates issued herein shall be deemed accepted and of full 
force and effect, unless refused in writing and under oath within 30 days from 
the issuance of this order. 

(F) The certificates issued to Applicants herein are not transferable and 
shall be effective only so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission thereunder. 

* 7 * * * = 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


TEXAS-ILLINOIS NATURAL GAS PIPELINE COMPANY, ET AL., DOCKET 
NO. G-9902 ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 7, 1958) 


Texas Illinois Natural Gas Pipeline Company (Texas Illinois) and Coastal 
States Oil & Gas Company, et al., (Coastal States) filed applications, pursuant 
to Section 7 of the Natural Gas Act, for certificates of public convenience and 
necessity authorizing the construction and operation of facilities for receiving 
and transporting natural gas in interstate commerce for resale and for the 
sale of natural gas in interstate commerce, as hereinafter described, subject 
to the jurisdiction of the Commission, all as more fully represented in the 
respective applications. 

On January 24, 1956, Texas Illinois filed in Docket No. G-9902 an application 
for a certificate of public convenience and necessity authorizing the construction 
and operation of a main line tap and appurtenant facilities on its main trans- 
mission line in Nueces County, Texas. This proposed tap will receive gas 
from Coastal States produced in the Riverside Field, San Patricio County, 
Texas. The estimated total cost of the proposed facilities is $1,500. The cost 
is to be financed from company funds. 

* * : 7. + J * 

The gas supply which will become available by the operation of Texas Illinois’ 
proposed facilities is reasonably adequate to justify the construction of the 
proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
and concluded on December 23, 1957, respecting the matters involved in and 
the issues presented by the applications. No appearances other than staff 
eounsel were entered upon the record and no evidence offered in opposition 
to the granting of the applications. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 










































The Commission finds: 





(1) Texas Illinois, a Delaware corporation with its principal place of busi- 
ness at Chicago, Illinois, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

© * + . > & 6 

(3) The facilities hereinbefore described are proposed to be used by Texas 
Illinois in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as an integral part of its pipeline 
system and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 
+ 














* 
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(5) The construction and operation of the facilities proposed by Texas IIli- 
nois, and the sale of natural gas by Coastal States, together with the con- 
struction and operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor, are required by the public convenience and 
necessity, and certificates therefor should be issued as hereinafter ordered and 


conditioned. 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (ce) (4), and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of 
Practice and Procedure, should attach to the issuance of the certificate to 
Texas Illinois, and to the exercise of the rights granted thereunder, and that 
the time within which construction of facilities authorized by this order should 
be completed and said facilities should be placed in actual operation should be 
fixed at six months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 
1.30 (c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Texas Illinois to construct and operate the facilities 
hereinbefore described, all as more fully described in the application in this 
proceeding, for the transportation of natural gas in interstate commerce for 
resale, as herein set forth, upon the terms and conditions of this order. 

* +t ~ me *. * + 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at six months from 
the date on which this order issues. 

(E) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from 
issuance of this order. 

(F) The certificates issued to Applicants herein are not transferable and 
shall be effective only so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission thereunder. 

. - +. . 2 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, ET AL., DOCKET 
NO. G-9923, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 7, 1958) 


Transcontinental Gas Pipe Line Corporation (Transco), a Delaware corpora- 
tion with its principal place of business in Houston, Texas, and Amerada Petro- 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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leum Corporation (Amerada), an independent producer, filed applications, pur- 
suant to Section 7 of the Natural Gas Act, for certificates of public convenience 
and necessity authorizing the construction and operation of facilities for re- 
ceiving and transporting natural gas in interstate commerce for resale and 
authorizing the sale of natural gas in interstate commerce, as hereinafter 
described, subject to the jurisdiction of the Commission, all as more fully rep- 
resented in the respective applications. 

On January 26, 1956, Transco filed in Docket No. G-9923 an application, as 
amended February 14, 1957, for a certificate authorizing the construction and 
operation of approximately 2.16 miles of 6-inch lateral pipeline, together with 
a meter station and appurtenant equipment. The proposed lateral will extend 
from a point in the Leleux Field, Vermilion Parish, Louisiana, to a point of 
connection with Transco’s existing lateral pipeline in Vermilion Parish, Loui- 
siana. The proposed meter station will be installed in the Leleux Field. These 
proposed facilities will receive gas from Amerada Petroleum Corporation 
(Amerada) produced from its leases in the Leleux Field, Vermilion and Acadia 
Parishes, Louisiana. The estimated total cost of the proposed facilities is 
$75,000. The cost is to be financed from company funds. 

a * * + ” * * 

The gas supply which will become available by the operation of Transco’s 
proposed facilities is reasonably adequate to justify the construction of the pro- 
posed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on December 23, 1957, respecting the matters involved in and the 
issues presented by the applications. No appearances other than staff counsel 
were entered upon the record and no evidence offered in opposition to the grant- 


ing of the applications. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Transco, a Delaware corporation with its principal place of business at 
Houston, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

7 * * + * - a 

(3) The facilities hereinbefore described are proposed to be used by Transco 
in the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as an integral part of its pipeline system and 
the construction and operation thereof by Applicant are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

- * ” . *- * * 

(5) The construction and operation of the facilities proposed by Transco, and 
the sale of natural gas by Amerada, together with the construction and opera- 
tion of any facilities subject to the jurisdiction of the Commission necessary 
therefor, are required by the public convenience and necessity, and certificates 
therefor should be issued as herinafter ordered and conditioned. 

(6) Public convenience and necessity requires that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (c) (4), and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of Prac- 
tice and Procedure, should attach to the issuance of the certificate to Transco, 
and to the exercise of the rights granted thereunder, and that the time within 
which construction of facilities authorized by this order should be completed 
and said facilities should be placed in actual operation should be fixed at 6 
months from the date on which this order issues. 








62 FEDERAL POWER COMMISSION 





(7) The respective parties herein are able and willing properly to do the acts 
and to perform the seryice proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commis- 
sion thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not hay- 
ing been denied by the Commission is granted pursuant to Section 1.30 (ce) (1) 
of said Rules. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Transco to construct and operate the facilities hereinbefore 
described, all as more fully described in the amended application in this pro- 
ceeding, for the transportation of natural gas in interstate commerce for resale 
as herein set forth, upon the terms and conditions of this order. 
” * Ea = * ~ s 

(C) The general terms and conditions set forth in paragraphs (b), (ce) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the issu- 
ance of the certificate granted in paragraph (A) hereof, and to the exercise of 
the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at 6 months from the date 
on which this order issues. 

(E) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

(F) The certificates issued to Applicants herein are not transferable and 
shall be only effective so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations, and orders of the Commission thereunder, 

. . * * * 









. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 
















TRANSCONTINENTAL GAS PIPELINE CORPORATION, ET AL., DOCKET 
NO. G-9961, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 


(Issued January 7, 1958) 





Transcontinental Gas Pipe Line Corporation (Transco), a Delaware corpora- 
tion with its principal place of business in Houston, Texas, and Sun Oil Com- 
pany (Sun), Willard BE. Walker (Walker), and David Crow, Trustee (Crow), 
independent producers, filed applications as indicated above for certificates of 
public convenience and necessity, pursuant to Section 7 of the Natural Gas Act, 
authorizing the construction and operation of facilities necessary for receiving 
and transporting natural gas and for the sale of natural gas in interstate com- 
merce for resale, as hereinafter described, subject to the jurisdiction of the Com- 
mission, all as more fully represented in the respective applications. 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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On February 8, 1956, Transco filed in Docket No. G-9961 an application for a 
certificate of public convenience and necessity authorizing the construction and 
operation of two 4-inch supply lateral pipelines, together with two meter stations 
and appurtenant facilities. One of the proposed laterals will extend from the 
terminus of Transco’s 6-inch lateral pipeline in Bear Field, Beauregard Parish, 
Louisiana, approximately 2.37 miles to Transco’s proposed meter station in the 
Cowpen Creek Field. The other proposed lateral will extend approximately 
0.59 mile from a point of connection on Transco’s existing main transmission 
line in Allen Parish, Louisiana, to Transco’s proposed meter station in the Kinder 
Field, Allen Parish, Louisiana. The proposed facilities will enable Transco to 
receive gas from Sun, Crow, and Walker from the Cowpen Creek and Kinder 
Fields. The estimated total cost of the proposed facilities is $94,000. The cost 
is to be financed from company funds. 

* * * * * * . 


The gas supply which will become available by the operation of Transco’s pro- 
posed facilities is reasonably adequate to justify the construction of the proposed 
facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on December 23, 1957, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting of 
the applications. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision herein 
pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Transco, a Delaware corporation with its principal place of business at 
Houston, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

* * * * * * e 


(3) The facilities hereinbefore described are proposed to be used by Transco 
in the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as an integral part of its pipeline system and 
the construction and operation thereof by Applicant are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

+ * * + - 2 € 


(5) The construction and operation of the facilities proposed by Transco, and 
the sale of natural gas by Sun, Walker and Crow, together with the construc- 
tion and operation of any facilities subject to the jurisdiction of the Commis- 
sion necessary therefor, are required by the public convenience and necessity, 
and certificates therefor should be issued as hereinafter ordered and con- 
ditioned. 

(6) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4), and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
Transco, and to the exercise of the rights granted thereunder, and that the 
time within which construction of facilities authorized by this order should be 
completed and said facilities should be placed in actual operation should be 
fixed at six months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions 
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of the Natural Gas Act, and the requirements, rules and regulations of the 
Commission thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same 
hereby is issued authorizing Transco to construct and operate the facilities 
hereinbefore described, all as more fully described in the application in this 
proceeding, for the transportation of natural gas in interstate commerce for 
resale as herein set forth, upon the terms and conditions of this order. 
* & ca - * * + 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at six months from 
the date on which this order issues. 

(E) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

(F) The certificates issued to the applicants herein are not transferable and 
shall be only effective so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act and the 
applicable rules, regulations and orders of the Commission thereunder. 
* 7 + 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


THE MANUFACTURERS LIGHT AND HEAT COMPANY, DOCKET NO. 
G-11781 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 7, 1958) 


The Manufacturers Light and Heat Company (Applicant), a Pennsylvania 
corporation, having its principal place of business in Pittsburgh, Pennsylvania, 
filed on January 24, 1957 an application for a disclaimer of jurisdiction or in 
the alternative for a certificate of public convenience and necessity, pursuant 
to Section 7 of the Natural Gas Act, authorizing the sale and delivery of nat- 
ural gas from an existing transmission line in Ellwood City, Pennsylvania to 
National Tube Division of United States Steel Corporation (National Tube), 
subject to the jurisdiction of the Commission. 

Applicant proposes to deliver to National Tube from its existing 8-inch Line 
No. 157 in the Borough of Ellwood City, Lawrence County, Pennsylvania, vol- 
umes of natural gas estimated at 1,300,000 Mcf per year and 5,100 Mcf on a 
maximum day in the years 1957-1960, in addition to the deliveries estimated at 
1,000 Mcf per day which Manufacturers would deliver to National Tube for 
the account of Carnegie Natural Gas Company (Carnegie). 
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Applicant alleges that in 1982 Carnegie, an affiliate of National Tube, entered 
into an agreement with Greensboro Gas Company (Greensboro) then an affili- 
ate of Applicant, but now merged with Applicant, whereby Carnegie delivered 
certain production to Greensboro and Greensboro in turn, by separate agree- 
ment with Applicant, secured the delivery to Carnegie at Ellwood City of the 
requirements of National Tube. The agreement provides that Carnegie shall 
be paid for any excess of its deliveries to Applicant over the return deliveries 
to Carnegie at 15 cents per Mcf, and that Applicant shall be paid for any 
excess of deliveries to Carnegie over Carnegie’s deliveries to Applicant at 
Applicant’s current industrial rate effective in the Ellwood City area. Car- 
negie pays Applicant a transportation charge of 10 cents per Mcf for the gas 
exchanged between the parties. 

From 1932 through 1955, deliveries of gas by Carnegie and Greensboro (or 
Applicant) were always balanced and no cash settlements were necessary. 
Effective January 1, 1956, however, Carnegie informed Applicant that it could 
deliver only 1,000 Mcf per day for redelivery to National Tube, and Carnegie 
and Manufacturers agreed it would be preferable for Applicant to provide the 
remainder of National Tube’s requirements under a new direct sales contract 
between Applicant and National Tube, rather than have Carnegie pay for the 
excess deliveries. This proposed delivery is the subject of this application. 

Manufacturers has executed a service agreement with National Tube dated 
January 1, 1956, providing that National Tube will purchase gas from Appli- 
cant on an interruptible basis at a sliding scale rate ranging from 43.2 cents 
per Mcf to $2.00 per Mcf. 

Applicant alleges that the delivery of gas to National Tube was part of the 
business of applicant referred to in its application for a grandfather clause cer- 
tificate in Docket No. G—389, although said delivery was in the form of a de- 
livery for the account of Carnegie. It alleges further that in Exhibit B at- 
tached to said application, the connection to the National Tube plant at Ellwood 
City is shown as a delivery point to Carnegie. For this reason Applicant 
claims that the sale and delivery of gas to National Tube under its industrial 
contract does not constitute any change in the utilization of its facilities and, 
therefore, does not require a certificate of public convenience and necessity. 

No new construction of facilities is required. However, a new service is 
proposed which requires authorization by this Commission. 

Applicant shares in the gas supply available to The Columbia Gas System, 
Ine. and it appears that the proposed deliveries by Applicant to National Tube 
will not appreciably affect its gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 23, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) The Manufacturers Light and Heat Company, a Pennsylvania corpora- 
tion and a subsidiary of The Columbia Gas System, Inc., having its principal 
place of business in Pittsburgh, Pennsylvania, is a “natural-gas company” 
within the meaning of the Natural Gas Act as heretofore found by the Com- 
mission in its order of December 29, 1944, in Docket Nos. G—593, G-396, G—390, 
G-392, G-503, G-510, G-496 (4 F. P. C. 821). 
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(2) The facilities hereinbefore described, and as more fully described in the 
application, are proposed to be used in the transportation of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, as an inte- 
gral part of Applicant’s existing pipeline system, and therefore, are subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(8) The proposed operation of the facilities hereinbefore described is re- 
quired by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the requirements, rules, and regulations 
of the Commission thereunder. 

(5) Public convenience and necesssity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act and also the condi- 
tion that deliveries of natural gas by Applicant to National Tube Division of 
United States Steel Corporation shall be limited to a maximum of 5,100 Mcf 
per day, exclusive of that delivered under its exchange agreement with Carnegie 
Natural Gas Company. 

(6) Staff counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30 (c) (1) 
[18 CFR 1.30 (c)] of the Commission’s Rules of Practice having been satisfied, 
sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to The Manufacturers Light and Heat Company authorizing 
Applicant to operate the facilities hereinbefore described, all as more fully 
described in the application, for the transportation of natural gas as therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) The certificate issued to Applicant shall be accepted in writing, and under 
oath by a responsible official of Applicant and the general terms and conditions 
set forth in paragraphs (a), (b), (c) (3), and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act and also the condition 
that deliveries to Natural Tube Division of United States Steel Corporation 
shall be limited to a maximum of 5,100 Mcf per day exclusive of that delivered 
under its exchange agreement with Carnegie Natural Gas Company shall attach 
to the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


THE MANUFACTURERS LIGHT AND HEAT COMPANY, DOCKET 
NO. G—12052 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 7, 1958) 


The Manufacturers Light and Heat Company (Applicant), a Pennsylvania 
corporation, having its principal place of business in Pittsburgh, Pennsylvania, 
filed on February 20, 1957, an application, pusuant to Section 7 of the Natural 
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Gas Act, for a certificate of public convenience and necessity authorizing 
the construction and operation of the necessary taps on its existing transmission 
lines, together with certain service facilities, in order to render interruptible 
natural gas service to Wheeling Steel Corporation in Cross Creek District, 
Brooke County, West Virginia, and Dyfoam Corporation in New Castle, 
Lawrence County, Pennsylvania, subject to the jurisdiction of the Commission. 

Applicant also proposes to construct and operate a tap, metering and regulating 
equipment and miscellaneous valves and fittings on its existing Line No. 5 
and approximately 60 feet of 2-inch service line to serve Wheeling Steel Cor- 
poration, North Follansbee, Brooke County, West Virginia, which company 
is planning to use natural gas as a raw material in the production of benzene 
by hydrogenation in connection with its coke oven operations. 

Applicant also proposes to construct and operate a tap, metering and regulat- 
ing equipment, and miscellaneous valves and fittings and 300 feet of 4-inch 
service line from its existing transmission Line No. 1,395 to increase deliveries 
to Dyfoam Corporation, which uses gas to generate steam for expanding plastic 
material and for making insulation shapes in presses. Service to Dyfoam is 
presently rendered through a low pressure distribution line, which is inadequate 
to meet the expanded needs of the plant. 

The estimated requirements of the two customers are as follows: 


Maximum 
day (Mef) 


Annual 
(Mcf) 









Wheeling Steel. .........-- 
Dyfoam 








The estimated cost of the proposed construction to serve Wheeling Steel 
Corporation is $1,775, and the cost of that to serve Dyfoam Corporation, $3,150. 

Applicant shares in the gas supply available to The Columbia Gas System, 
Inc., which appears to be reasonably adequate to meet estimated future 
requirements of Applicant. 

Temporary authorization was granted on October 28, 1957, to The Manu- 
facturers Light and Heat Company to construct and operate the facilities 
proposed in its application herein. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 23, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff Counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 
























The Commission finds: 





(1) The Manufacturers Light and Heat Company, a Pennsylvania corpora- 
tion and a subsidiary of The Columbia Gas System, Inc., having its principal 
place of business in Pittsburgh, Pennsylvania, is a “natural-gas company” within 
the meaning of the Natural Gas Act as heretofore found by the Commission 
in its Order of December 29, 1944, in Docket Nos. G-—593, G-386, G-—390, G-—392, 
G-503, G-510, G-496 (4 F. P. C. 821). 

(2) The facilities proposed to be constructed, as hereinbefore described, and 
as more fully described in the application, are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as an integral part of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant, are subject 
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to the requirements of Subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
to the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (ec) (1), (ce) (3), (ce) (4) and 
(e) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act, and also the conditions that deliveries of natural gas by Applicant to 
Wheeling Steel Corporation shall be limited to a maximum of 48 Mcf per day 
and to Dyfoam Corporation shall be limited to a maximum of 150 Mcf per day, 
should attach to the certificate hereinafter issued and to the exercise of the 
rights granted thereunder, and that the time within which construction of 
facilities authorized by this order shall be completed and in actual operation 
should be fixed at three months from the date on which this order issues. 

(6) Staff Counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30 (c) (1) of 
the Commission’s Rules of Practice and Procedure having been satisfied, suffi- 
cient cause exists for the Commission forthwith to render its final decision in 
the instant proceeding. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to The Manufacturers Light and Heat Company authorizing 
it to construct and operate the facilities hereinbefore described, all as more 
fully described in the application, for the transportation of natural gas as 
therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a re 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (a), (b), (e) (1), (ec) (8), (ce) (4) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act, and also the con- 
ditions that deliveries of natural gas by Applicant to Wheeling Steel Corpora- 
tion shall be limited to a maximum of 48 Mcf per day and that deliveries of 
natural gas by Applicant to Dyfoam Corporation shall be limited to a maximum 
of 150 Mcf per day, shall attach to the issuance of the certificate granted in 
paragraph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at three months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


GULF INTERSTATH GAS COMPANY, DOCKET NO. G-13271 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued January 7, 1958) 


On September 13, 1957, Gulf Interstate Gas Company (Applicant), a Dela- 
ware corporation, having its principal place of business in Houston, Texas, 
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filed in Docket No. G-13271, an application for a certificate of public convenience 
and necessity, as supplemented October 1, 1957, pursuant to Section 7 of the 
Natural Gas Act, authorizing the construction and operation of the following 
described facilities, subject to the jurisdiction of the Commission, as more 
fully described in the application. The facilities are: 

(1) Approximately 9.9 miles of 20-inch pipeline (to be known as the Thorn- 
well Loop) looping Applicant’s existing 12-inch West Lateral from a junction 
with the 6-inch Bast Thornwell Lateral in Jefferson Davis Parish, Louisiana, 
to a connection with the 20-inch West Lateral in Vermilion Parish, Louisiana. 

(2) Approximately 2.9 miles of 6-inch pipeline (to be known as the Bast 
Mud Lake Loop) looping the existing 6-inch Cameron Meadows Lateral from a 
point near the latter’s intersection with Louisiana State Highway No. 104, to the 
12-inch West Lateral, in Cameron Parish, Louisiana. 

Applicant represents that the proposed facilities will enable it to increase 
the take of natural gas from fields in the area by approximately 44,000 Mcf 
of natural gas per day over that heretofore represented in other proceedings 
before the Commission. Applicant’s estimate of gas reserves are considered 
reasonably adequate to justify the investment. 

The estimated cost of the proposed facilities is $730,000 for which financing 
arrangements have been made. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 19, 1957, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Gulf Interstate Gas Company, a Delaware corporation having 
its principal place of business in Houston, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the 
Commission. 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, are to be used in the transportation and sale of natural 
gas in interstate commerce for resale, subject to the jurisdiction of the Com- 
mission, as integral parts of Applicant’s existing pipeline system and the 
construction and operation thereof by Applicant are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the certificate hereinafter issued to Appli- 
cant, and to the exercise of the rights granted thereunder, and that the time 
within which construction of the facilities authorized by this order shall be 
completed and in actual operation should be fixed at six months from the 
date on which this order issues. 
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(6) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Gulf Interstate Gas Company to construct and operate 
the facilities hereinbefore described, all as more fully described in the appli- 
cation in this proceeding and the exhibits appended thereto, for the transporta- 
tion and sale of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (c) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the rights granted 
thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at six months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


MONTANA-DAKOTA UTILITIES CO., DOCKET NO. G—13288 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 7, 1958) 


On September 17, 1957, Montana-Dakota Utilities Co. (Applicant) a Dela- 
ware corporation having its principal place of business in Minneapolis, Minne- 
sota, filed in Docket No. G—13288 an application pursuant to Section 7 (c) of the 
Natural Gas Act for a certificate of public convenience and necessity authorizing 
the construction and operation of approximately 11.8 miles of 3%-inch lateral 
pipe line, together with a meter and regulator station, from a connection on 
its existing 12%,-inch Black Hills main line near Belle Fourche, South Dakota, 
extending westerly to the National Lead Company (National Lead), a new 
industrial customer, near Colony, Wyoming. 

The estimated cost of the lateral line and meter station is $109,492, of 
which National Lead will advance $104,592 to Applicant for construction of the 
lateral line, to be repaid by Applicant’s discounting National Lead’s monthly 
bills by 20 per cent per year until the amount is fully paid, and Applicant will 
finance the cost of the meter station from current working capital. 

The maximum daily and annual deliveries to National Lead are estimated 
at 650 Mcf and 269,000 Mcef, respectively, which volumes should have no 
appreciable effect on Applicant’s overall gas reserves. 

The gas will be sold on an interruptible basis pursuant to a contract dated 
August 21, 1957, containing a primary term of five years, and will be used mainly 
in bentonite processing kilns. 

Temporary authority to construct and operate the proposed facilities and to 
deliver up to 650 Mcf of natural gas per day to National Lead Company was 
granted to Montana-Dakota Utilities Co. on October 21, 1957. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 19, 1957, respecting the matters involved in and the issues presented 








FEDERAL POWER COMMISSION 71 


by the application herein. No petitions to intervene or protests to be granting 
of the application have been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Montana-Dakota Utilities Co., a Delaware corporation having 
its principal place of business in Minneapolis, Missesota, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of April 6, 1943, in Docket No. G—282 (3 F. P. C. 
968). 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, are proposed to be used in the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, as 
integral parts of Applicant’s existing pipeline system, and the construction and 
operation thereof by Applicant are subject to the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant, Montana-Dakota Utilities Co., is able and willing properly 
to do the acts and to perform the service proposed and to conform to the 
provisions of the Natural Gas Act and the requirements, rules and regulations 
of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (ec) (3), (e) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the certificate hereinafter issued to Appli- 
cant and to the exercise of the rights granted thereunder, and that the time 
within which construction of the facilities authorized by this order shall be 
completed and placed in actual operation should be fixed at 6 months from the 
date on which this order issues. 

(6) The maximum volume of natural gas which Applicant may deliver to 
National Lead Company should be limited to 650 Mcf per day, the estimate 
contained in the application. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted, pursuant to Section 1.30 
(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Montana-Dakota Utilities Co. to construct and operate 
the facilities hereinbefore described, all as more fully described in the applica- 
tion in this proceeding and the exhibits appended thereto, for the transportation 
of natural gas as therein set forth, subject to the jurisdiction of the Commis- 
sion, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (c) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized to Applicant 
shall be constructed and placed in actual operation as provided by paragraph 
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(b) of Section 157.20 of the Commission’s Regulations under the Natural Gas 

Act is hereby fixed at 6 months from the date on which this order issues. 
(D) The maximum volume of natural gas which Applicant may deliver to 

National Lead Company shall be limited to 650 Mcf per day. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


THE OHIO FUEL GAS COMPANY, DOCKET NO. G-13309 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 7, 1958) 


On September 24, 1957, The Ohio Fuel Gas Company (Applicant), an Ohio 
corporation having its principal place of business in Columbus, Ohio, filed an 
application pursuant to Section 7 (c) of the Natural Gas Act for a certificate 
of public convenience and necessity authorizing the construction and operation 
of a tap, regulator, metering facilities and approximately 2,500 feet of 3%4 inch 
lateral pipeline, on Applicant’s Line D-345 in Crawford County, northwest of 
Bucyrus, Ohio, for the purpose of delivering and selling natural gas to two new 
direct industrial customers, National Lime and Stone Company and Ohio Road 
Pavement Company. 

The total cost of the proposed facilities is estimated to be $17,680 which will 
be financed from cash on hand. 

The estimated gas requirements for the two companies, both of which pro- 
duce road-building materials, are: 


° Peak day Annual 
(Mef) (Mcf) 

National Lime & Stone Company__-_...-...--...--..---.~. 480 50, 000 

I Ne eI stan crcicibeoccatsicceenim an sactentinpeniigien 350 8, 000 


The period of greatest road-building activity will make the peak period of gas 
use come during the summer for both companies. 

The proposed deliveries will have no appreciable effect on Applicant’s system 
gas supplies. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 19, 1957, respecting the matters involved in and the issues presented 
by the application herein. No petitions to intervene or protests to the granting 
of the application have been filed. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, The Ohio Fuel Gas Company, an Ohio corporation having its 
principal place of business in Columbus, Ohio, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of August 21, 1945, in Docket No. G-871 (4 FPC 1033). 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, are proposed to be used in the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, as 
integral parts of Applicant’s existing pipeline system and the construction and 
operation thereof by Applicant are subject to the requirements of subsections 
(ec) and (e) of Section 7 of the Natural Gas Act. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convnience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder, and that the time within which 
construction of the facilities authorized by this order shall be completed and 
placed in actual operation should be fixed at six months from the date on which 
this order issues. 

(6) The deliveries of natural gas to National Lime & Stone Company should 
be limited to a maximum of 480 Mcf daily, and the deliveries of natural gas 
to Ohio Road Pavement Company should be limited to a maximum of 350 Mcf 
daily. 

(7) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure was unopposed by any party of record 
and, not having been denied by the Commission, is granted, pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is here- 
by issued authorizing The Ohio Fuel Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application in 
this proceeding and the exhibits appended thereto, for the transportation of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (ce) 
(3), (ce) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized to Applicant shall 
be completed and placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at six months from the date on which this order issues, 

(D) The deliveries of natural gas to National Lime & Stone Company are 
hereby limited to a maximum of 480 Mcf daily, and the deliveries of natural gas 


to Ohio Road Pavement Company are hereby limited to a maximum of 350 Mcf 
daily. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


COLORADO-WYOMING GAS COMPANY, DOCKET NO. G-10738 
ORDER AMENDING ORDER 
(Issued January 7, 1958) 


Colorado-Wyoming Gas Company (Petitioner), filed a petition on August 28, 
1957 to amend the order of the Commission issued on July 29, 1957, In the Matter 
of Colorado-Wyoming Gas Company, Docket No. G-10738, 18 P. P. C. 77. 
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Said order issued a certificate of public convenience and necessity to Petitioner 
authorizing the construction and operation of certain natural gas facilities nec- 
essary to the rendition of direct service on an interruptible basis to the U. S. 
Burnite Corporation (Burnite) for use in its brick and ceramic plant. By letter 
filed January 22, 1957, Petitioner stated that construction of the proposed facili- 
ties was commenced on January 11, 1957 pursuant to temporary authorization 
granted on November 2, 1956. 

By letter filed on August 23, 1957, Petitioner stated that it had been advised 
that Burnite had abandoned its plans for the operation of the aforesaid brick and 
ceramic plant. Accordingly, Petitioner refused to accept the certificate in ac- 
cordance with paragraph (B) of the aforesaid order. However, by telegram 
(petition) filed on August 28, 1957, Petitioner requested that said letter of refusal 
be cancelled and disregarded; that the time within which the certificate be ac- 
cepted as set forth in paragraph (B) of said order be extended for 90 days; and 
that Petitioner be authorized to render the aforesaid service to the Mountain 
Brick and Supply Company, Inc. (Mountain Brick) in lieu of Burnite. Petitioner 
stated that its proposal remains unchanged except that the plant would be 
operated as set forth in its original application by Mountain Brick, a new cor- 
poration formed for that purpose, rather than by Burnite as aforesaid. 

By notice issued on August 28, 1957, the time within which the certificate be 
accepted was extended to and including September 27, 1957, and paragraph (B) 
of the aforesaid order was amended accordingly. Subsequently, by filing made 
on September 25, 1957, Petitioner formally accepted the certificate of public 
convenience and necessity heretofore issued. In accordance with the aforesaid 
order, Petitioner filed a final cost report for its proposal on November 14, 1957. 


The Commission finds: 


It is necessary or appropriate to carry out the provisions of the Natural Gas 
Act that the order of the Commission issued on July 29, 1957, In the Matter of 
Colorado-Wyoming Gas Company, Docket No. G—10738, as amended by notice 
issued on August 28, 1957, be further amended by deleting therefrom the words: 
“U. 8. Burnite Corporation” and “U. S. Burnite” respectively appearing once 
therein, and substituting therefor the words: “Mountain Brick and Supply 
Company, Inc.” in each instance. 


The Commission orders: 
The order of the Commission issued on July 29, 1957, In the Matter of Colorado- 
Wyoming Gas Company, Docket No. G-10738, as amended by notice issued on 


August 28, 1957, be and the same hereby is amended as set forth in the findings 


hereof. In all other respects the order of July 29, 1957 as amended remains 
unchanged. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SHELL OIL COMPANY, DOCKET NO. G-—12191 
ORDER DENYING REHEARING 
(Issued January 8, 1958) 


On December 11, 1957, Shell Oil Company filed an application for rehearing 
of our order issued November 12, 1957, 18 F. P. C. 617, in which we determined 
Shell’s rate properly effective on June 7, 1954, for the sale of gas from the 
Chalkley Field, Cameron Parish, Louisiana, to Louisiana Natural Gas Corpora- 
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tion, later merged into Texas Gas Transmission Corporation.” The result of 
our determinations was that the charge for natural gas by Shell under its FPC 
Gas Rate Schedule No. 153 to Texas Gas, effective June 7, 1954, was 8.997 cents 
per Mcf at 15.025 psia excluding the one cent gathering tax. The bases for 
our decision were (1) that the 8.997 cents per Mcf charge was that actually paid 
as of June 7, 1954, rather than Shell’s claimed contract charge of 12.5 cents 
and (2) that the charge of 8.997 cents was not escalated under the provisions 
of Shell’s contract with Texas Gas although Texas Gas had entered into a letter 
agreement for the purchase of gas at 12.5 cents per Mcf at 15.025 psia from 
The Atlantic Refining Company. It was our view that the letter agreement 
was entered into pursuant to a continuing basic contract between Atlantic and 
Texas Gas’ predecessors,’ so that it would not “trigger” the escalation clause 
in Shell’s contract as would a completely new contract between Texas Gas and 
a seller of natural gas, all as set forth fully in our previous order. 

Shell in its application for rehearing objects to our conclusion that the actual 
rate paid on June 7, 1954, that is 8.997 cents per Mcf, is the effective rate on 
that date. Our reasoning on this proposition is set forth in the orders cited in 
our order of November 12, 1955, Dorchester Corporation, 14 F. P. C. 1093, Docket 
No. G-6505, November 14, 1955, and Phillips Petroleum Company, 17 F. P. C. 
5038. We might note, however, that if Shell’s filing on November 18, 1954, of 
its FPC Gas Rate Schedule No. 153 for service to Texas Gas is examined, its 
1951 contract with Texas Gas in terms provided for the 8.997 cent rate, and the 
contemporaneous bill dated May 31, 1954, and filed with the contract was also 
issued on this basis. There was included with the November 18, 1954, filing a 
revised billing statement prepared later by Shell that made the claim for pay- 
ment on the 12.5 cent basis with the notation that the matter was under negotia- 
tion. What was outstanding, as far as Shell is concerned, as of June 7, 1954, 
was therefore, a contract with a stipulated rate, and a billing in accordance 
with that rate. Later Shell claimed that an additional amount was owed. In 
our opinion, Shell’s rate being charged on June 7, 1954, by its own action was 
8.997 cents, and was the effective rate. As pointed out in our Phillips Petroleum 
order, supra, it would be administratively infeasible if we had to accept a rate 
subject to later claims that it was not the correct one. Shell also argues that 
the effective rate cannot be unilaterally changed by Texas Gas so that Shell is 
forever barred from receiving its contract price for the period commencing June 
7, 1954. In our opinion the effective rate could have been changed by filing a 
rate increase at any time after June 7, 1954, as long as the rate increase filed 
was provided for in the contract between the parties, and was not disallowed 
by the Commission. 

Shell also contends that we were incorrect in finding that the escalation 
clause in Shell’s 1951 contract was not “triggered” by Texas Gas’ letter agree- 
ment with Atlantic for increased rates dated February 17, 1954. Shell relies 
heavily in the provisions in Condition III of the original Atlantic contract which 
provides for a price to be agreed upon “at the beginning” of the renewal period 
arguing that this expression means that the agreement as to price in the renewal 
period, which began September 1, 1953, was required to have been made before 
the beginning of the period. We do not think that the parties intended to be 
so rigid in their relationships that they could not complete their negotiations 
after the beginning of the renewal period. In fact their language would indicate 
otherwise. 


1 We shall refer to the Buyer as Texas Gas to avoid confusion. 
* Designated in the Commission’s files as Atlantic’s FPC Gas Rate Schedule No. 55. 
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According to the contract, executed in 1943, it was to remain in effect for the 
life of the North Tepetate pool, but not to exceed 25 years. When the first five- 
year term of the contract expired September 1, 1948, agreement was not reached 
on the price until October 29, 1948, when a letter agreement was entered into 
with one of Texas Gas’ predecessors covering six months of the second five- 
year period, followed by a more formal supplemental agreement dated February 
16, 1949, with a succeeding buyer covering the balance of the second five-year 
period. As the second five-year period drew to a close, by letter dated August 
27, 1953, Texas Gas’ predecessor, Louisiana Natural, called the attention of 
Atlantic to the fact that the original contract provided for price redetermina- 
tion for each five-year period and notified Atlantic of its willingness to commence 
negotiations with respect to the price. When Atlantic and Texas Gas finally 
reached their agreement on February 17, 1954, covering the third five-year period 
commencing September 1, 1953, they recited they were acting in accordance with 
Condition III of the original contract. There thus seems little doubt that the 
parties believed that they could complete their redetermination after the begin- 
ning of the third five-year period in question. It seems to us equally true that 
the actions of the parties carried out their intentions as expressed in the contract. 

Shell argues with respect to arbitration that this procedure could not have 
been invoked unless the parties had attempted to reach an agreement but had 
failed to do so before the beginning of the renewal period on September 1, 1953. 
This argument, in effect, is that the contract lapsed by reason of the failure 
of the parties to attempt to reach an agreement prior to September 1, 1953. We 
find no reason in the terms of the contract or in the intention of the parties there 
expressed, to believe that there was any such lapse in the contract as claimed 
by Shell, and we believe that as confirmed by the actions of the parties themselves, 
the contract continued after such date. 

Shell points to the possibility that the arbitrators, even if properly appointed, 
may not agree on a price. We must assume this is a possibility, but that does 
not mean that there exists no contractual right to go to arbitration in order 
to have the price determined. It may be true that if the arbitrators fail to 
achieve a result, there will exist “no sale” under the provisions of Article 2465 
of the Louisiana Code, but that does not mean there exists no contract to 
determine the price by arbitration, and this contract is not invalid as the one 
in Louis Werner Sawmill Co. v. O’Shee, 111 La. 817, 35 So. 919, cited by the 
parties and by us in our previous order. In that case arbitration could have 
been defeated by either party; in the present case each party is bound to the 
other by the arbitration clause which provides that “if one of said parties shall 
have failed to appoint an arbitrator within the time provided for herein, it is 
expressly understood and agreed that the sole arbitrator shall arbitrate the 
question alone.” This, of course, achieves a result similar to that suggested 
by the French Commentator Marcade, quoted by the Court in the Werner case, 
and in our previous order, to the effect that a sale would come about, in case 
of disagreement of the parties, if the price were to be determined by experts to 
be appointed by the parties or alternatively by a judge. We therefore conclude 
that the Atlantic contract continued after September 1, 1953, as a binding obliga- 
tion between the parties although subject to their later agreement as to price 
and, in case of their failure to agree, subject to the privilege of either or both 
parties invoking arbitration. Therefore the February 17, 1954 letter agree- 
ment between Atlantic and Texas Gas was not a new contract and did not 
“trigger” Shell’s escalation clause. 

We may add at this point that where Shell and its buyer did intend that 
escalations take place when prices were raised under either old or new con- 
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tracts, language was used calculated to achieve this result, which may be 
compared with that used in Shell’s contract with Texas Gas quoted in our 
previous order. While we do not wish to be considered as interpreting such 
language here, the contrast with the language used in Shell’s contract with 
Texas Gas is significant. For instance in Shell’s Gas Rate Schedule No. 4 it 
is provided : 
If at any time or times the price per Mcf of gas or dry gas purchased by 
{the Buyer] from any gas producer whomever... shall be greater than 
the price per Mcf of gas purchased hereunder, [the Buyer] will increase the 
price per Mcf payable to [Shell] for gas delivered hereunder... . 
In Shell’s Gas Rate Schedule No. 7, it is provided: 
Buyer agrees that if, during the term of this agreement, it purchases or 
agrees to purchase natural gas at any place within a distance of twenty- 
five (25) miles of the delivery point under the present contract, at a price 
or prices higher . . . than the prices provided for by the present contract, 
. . . it will, upon seller’s request, thereafter pay to seller a price or prices 
under the present agreement not less than the higher price so being paid. 
There are numerous other examples included in the present record. 

Shell finally makes the point that it should have been permitted to argue 
orally and to answer the exceptions filed to the decision of the presiding examiner. 
We are of the opinion that Shell has had ample opportunity to get its views 
before us. After the completion of the hearing it filed a brief and a reply brief 
before the presiding examiner. Since the decision of the presiding examiner 
was favorable to it, Shell filed no exceptions, but upon our issuing an order 
contrary to its contentions, it has had opportunity and has filed an application 
for rehearing in accordance with Section 19 (a) of the Gas Act. Oral argument 
is not a matter of right. 

As we stated in our order issued October 24, 1957, in Continental Oil Company, 
18 F. P. C. 528, Docket No. G-6346, Shell’s objection seems to proceed from a mis- 
conception of the Commission’s function on exceptions to a presiding examiner’s 
decision. The Commission is not dependent upon a new round of briefs and 
oral arguments, nor is it limited to the issues raised by the exceptions. The 
Administrative Procedure Act expressly provided that it shall “have all the 
powers which it would have in making the initial decision” (5 U. S. C. § 1007). 
Under the Natural Gas Act the presiding examiner is but the “representative 
of the Commission designated by it” (Natural Gas Act §15 (a)), not an inde- 
pendent agency or tribunal. On exceptions the Commission supersedes its 
agent and the full record including the transcript of the hearing, exhibits, etc., 
the briefs submitted before the presiding examiner, and the transcript of any 
oral argument before the presiding examiner, as well as the presiding examiner’s 
report and exceptions thereto, are before the Commission. Part of the large 
number of copies of pleadings, exhibits, reporters’ transcript, briefs, etc., re- 
quired by the Commission rules is accounted for by the necessity of providing 
a set for each of the five members of the Commission at this stage of the pro- 
ceeding. And beyond this, our rules are designed to make sure that every 
party shall completely argue its case, not holding back any contentions for a 
later round of briefs, by explicitly providing that ($1.31 (c)) “no matter not 
included in the exceptions filed as provided in this section may thereafter be 
objected to before the Commission upon brief or oral argument, or in an appli- 
cation for Commission rehearing.” 

Exceptions with supporting reasons are narrowly limited to what is. neces- 
sary to bring into focus the issues remaining in controversy. There is no pro- 
vision for briefs either in support of or in opposition to exceptions (§ 1.31 (b)). 
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The issues and the exceptions are considered upon the whole record, in the light 
of the original briefs, the transcript of any oral argument before the presiding 
examiner, and oral argument before the Commission itself, if such argument 
is had. 

As the court said in N. L. R. B. v. Eclipse Lumber Co., 199 F. 2d 684, 686 
(CA9) we know of no right that Shell has to reply to exceptions. It had a 
further chance to place its viewpoint before us when it exercised its statutory 
right to file an application for rehearing in which it set forth its arguments in 
full with citations of authorities. As had been said, “* * * due process deals 
with matters of substance and is not to be trivialized by formal objections that 
have no substantial bearing on the ultimate rights of parties.” Market Street 
Railway Co. v. Comm’n, 324 U. S. 548, 562. “The requirements imposed by that 
guaranty are not technical, nor is any particular form of procedure necessary.” 
Inland Empire Council v. Millis, 325 U. 8. 697, 710. 


The Commission finds: 


The application for rehearing of our order issued November 12, 1957, in this 
proceeding, except as stated above, sets forth no new facts and no principles of 
law which either were not fully considered by the Commission when it issued 
that order or which having now been considered warrant any change in or 
modification of such order. All contentions and objections not specifically dis- 
cussed or referred to herein have been considered and found either without 
basis in law or support in fact, and not sufficiently material to warrant indi- 
vidual treatment. 


The Commission orders: 


The application for rehearing filed by Shell on December 11, 1957, with re- 
spect to our order issued November 12, 1957, is hereby denied. 

ConnoLe, Commissioner, concurring in the result: 

For the reasons set forth in my separate statement to the order of the Com- 
mission issued November 12, 1957, in this proceeding, the petition for rehearing 
sets forth good and sufficient reasons when it addresses itself to the question 
whether the rate schedule on file or the monies changing hands prescribes the 
effective and applicable rate. Indisputably it is contained in the rate schedule 
on file. Accordingly, I dissent from so much of this order that finds otherwise. 

I concur in the reasoning contained in the balance of the order, however, and 
with the result reached. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—11080 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 9, 1958) 


El Paso Natural Gas Company (Applicant), a Delaware corporation with 
its principal place of business in El Paso, Texas, filed an application on Sep- 
tember 14, 1956, for a certificate of public convenience and necessity, pursuant 
to Section 7 of the Natural Gas Act, authorizing the construction and operation 
of facilities necessary to deliver and sell natural gas at five proposed connec- 
tions on its present system, as hereinafter described, subject to the jurisdiction 
of the Commission, all as more fully represented in the application. 
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The facilities to be installed and the service contemplated consist of: 

(1) A city gate station along with necessary metering and regulating fa- 
cilities to be located at Milepost 52.4 on Applicant’s 20-inch San Juan-Maricopa 
pipeline, to enable Applicant to sell and deliver natural gas to the Southern 
Union Gas Company, for distribution and resale in and around the town of 
Humboldt, Yavapai County, Arizona. This installation will be known as the 
Humboldt city gate; 

(2) A city gate station with the necessary metering and regulating facili- 
ties to be located at Milepost 59.5 on Applicant’s 20-inch San Juan-Maricopa 
pipeline, to enable Applicant to sell and deliver natural gas to the Southern 
Union Gas Company for distribution and resale in and around the town of 
Mayer, Yavapai County, Arizona. This installation will be known as the Mayer 
city gate; 

(3) A main line tap and meter station, to be located at Milepost 376 on Appli- 
cant’s 30-inch Permian-San Juan pipeline, to enable Applicant to sell and deliver 
natural gas on an interruptible basis to El Paso Natural Gas Products Com- 
pany’s proposed Ciniza refinery in McKinley County, New Mexico. The prod- 
ucts company is a wholly-owned subsidiary of El Paso; 

(4) A main line tap and meter station, to be located at Milepost 24 on 
Applicant’s 34-inch Blanco-Gallup main line, to enable Applicant to sell and 
deliver natural gas on an interruptible basis to El Paso Natural Gas Products 
Company’s proposed Bisti oil pumping station in San Juan County, New Mexico; 
and 

(5) A main line tap and meter station, to be located at Milepost 388 on 
Applicant’s 30-inch Permian-San Juan pipeline, to enable Applicant to sell and 
deliver natural gas on an interruptible basis to El Paso Natural Gas Products’ 
Wingate oil pumping station in McKinley County, New Mexico. 

The total cost of Applicant’s facilities is estimated at $30,689, to be paid out 
of cash on hand. 

Applicant received temporary authorizations for construction and operation 
of the facilities on October 10, 1956 and June 18, 1957. 

Applicant states that it contemplates service to Southern Union Gas Com- 
pany (Southern) at the proposed city gates for distribution by Southern in the 
unincorporated towns of Humboldt and Mayer, Arizona. Humboldt and Mayer, 
with estimated populations of 450 and 475, respectively, did not have natural 
gas service at the time of the filing. For domestic and commercial purposes, 
the residents utilized oil, wood and LPG products. The town of Humboldt is 
within two miles of El Paso’s San Juan-Maricopa transmission line, and Mayer 
is slightly nearer to this line. 

Southern, an existing resale customer of Applicant, will serve both the resi- 
dential and non-residential natural gas requirements of the towns and has pre- 
pared market studies, as submitted herein by Applicant, of the first three years 
of operations in the respective towns. A summary of the forecasts indicates 
that the annual and peak day requirements are as follows (in Mecf at 14.73 
psia) : 


Humboldt 
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Applicant has submitted, as furnished by Products Company, detailed estimates 
of the gas requirements of the Ciniza Refinery and of the Bisti and Wingate 
atations, as summarized below (in Mcf at 14.73 psia) : 





Ciniza refinery 





Bisti station Wingate station 

















Annual | Max.day | Annual | Max. day 





Applicant states that the refinery will operate in a manner such that certain 
units will produce fuel while others will consume fuel, and the overall operation 
will result in a fuel deficiency requiring 100 Mcf of natural gas on a design day 
and up to 1,100 Mcf under abnormal conditions. The Bisti station will utilize the 
gas to operate three 20 BHP engines, and the Wingate station will utilize the gas 
to operate two 145 BHP engines. 

The volumes of gas involved herein will not adversely affect Applicant’s total 
system supply of natural gas. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 80, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation, with its principal place of business in 
El Paso, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order issued July 14, 1950, 
in Docket No. G—1195. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, and the delivery and sale of natural gas together with the 
construction and operation of the facilities proposed are subject to the require- 
ments of subsection (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts proposed in said 
application and to conform to the requirements, rules and regulations of the 
Commission thereunder. 

(4) The proposed construction and operation of facilities and the delivery 
of a maximum of 1,230 Mcf per day of natural gas to Products Company and the 
sale to Southern Union Gas Company by Applicant is required by the public 
convenience and necessity and a certificate therefor should be issued as herein- 
after ordered and conditioned. 

(5) A request during the public hearing by Staff cousel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission Rules 
of Practice and Procedure was unopposed by any party of record, and, not having 
been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing the construction and operation of facilities and the delivery 
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of a maximum of 1,230 Mcf per day of natural gas by Applicant to Products 
Company and the sale and delivery of natural gas to Southern Union Gas Com- 
pany, as heretofore described, all as more fully described in the application in 
this proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (1), (3), 
(4), and (e) of Section 157.20 of the Commission’s General Rules and Regula- 
tions, including Rules of Practice and Procedure, shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and to the exercise of the rights 
thereunder. 

(C) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


ATLANTIC SEABOARD CORPORATION, DOCKET NO. G-11673 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued January 9, 1958) 





Atlantic Seaboard Corporation, a Delaware corporation and a subsidiary of 
The Columbia Gas System, Inc., having its principal place of business in 
Charleston, West Virginia, filed on December 27, 1956 an application, and on 
July 2, 1957 an amendment thereto (and supplemented by letter of July 10, 1957) 
for a certificate of public convenience and necessity authorizing it to construct 
and operate certain transmission facilities, as hereinafter described, subject to 
the jurisdiction of the Commission. 

The facilities which Applicant proposes consist of the following: 

A. The construction and operation of approximately five and seven-tenths 
(5.7) miles of 26’’ gas transmission pipe line, looping approximately 6.3 miles 
of Applicant’s existing 26’’ gas transmission pipe line, extending in a north- 
easterly direction from a point approximately 13.9 miles northeast of Appli- 
cant’s Seneca compressor station. 

B. The installation and operation of an additional 2,000 h.p. gas engine 
driven compressor unit at Applicant’s Cleveland compressor station located in 
Upshur County, West Virginia. 

©. The installation and operation of an additional 2,000 h.p. gas engine 
driven compressor unit at Applicant’s Files Creek compressor station located 
in Randolph County, West Virginia. 

D. The installation and operation of an additional 880 h.p. gas engine driven 
compressor unit at Applicant’s Huff Creek compressor station located in 
Wyoming County, West Virginia. 

BE. The construction and operation of an additional measuring and regulat- 
ing station in Albermarle County, Virginia, for the wholesale sale and delivery 
of natural gas to Virginia Gas Distribution Corporation for resale. 

Applicant estimates its total system peak-day requirements for 1957-1958, 
will be 765,800 Mcf and it estimates that it will have a deficiency in its trans- 
mission capacity of 30,800 Mcf per day. The authority requested herein is 
proposed to enable Applicant to overcome this deficiency. 

Applicant estimates the cost of the proposed construction will be $2,459,800. 
Of this amount $704,800 is for pipeline facilities and $1,755,000 is for compressor 
facilities. This construction will be financed by The Columbia Gas System, Inc. 
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Applicant shares in the gas supply available to The Columbia Gas System, Inc. 
and it appears to be reasonably adequate to meet estimated future requirements 
of Applicant. 

Temporary authorizations have been granted to Atlantic Seaboard Corpora- 
tion on April 22, 1957, July 26, 1957 and December 3, 1957 to construct and 
operate all of the facilities proposed in its applications herein. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 6, 1958, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff Counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 

(1) Atlantic Seaboard Corporation, (Applicant) a Delaware corporation 
and a subsidiary of The Columbia Gas System, Inc., having its principal place 
of business at Charleston, West Virginia, is a “natural-gas company” within the 
meaning of the Natural Gas Act as heretofore found by the Commission in its 
order of March 16, 1943, Docket No. G-284 (3 FPC 941). 

(2) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation and sale of natural gas in interstate 
commerce, for resale subject to the jurisdiction of the Commission, as an inte- 
gral part of Applicant’s existing pipeline system, and the construction and 
operation thereof by Applicant, are subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ce) (8), (ec) (4) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
should attach to the certificate hereinafter issued and to the exercise of the 
rights granted thereunder, and that the time within which construction of facili- 
ties authorized by this order shall be completed and in actual operation should 
be fixed at six months from the date on which this order issues. 

(6) Staff Counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30 (c) (1) of 
the Commission’s Rules of Practice and Procedure having been satisfied, suffi- 
cient cause exists for the Commission forthwith to render its final decision in 
the instant proceeding. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Atlantic Seaboard Corporation authorizing it to construct 
and operate the facilities hereinbefore described, all as more fully described 
in the application, for the transportation and sale of natural gas in interstate 
commerce for resale as therein set forth, subject to the jurisdiction of the Com- 
mission upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth 
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in paragraphs (a), (b), (c) (1), (c) (8), (ce) (4) and (e) of Section 157,20 
of the Commission’s Regulations under the Natural Gas Act shall attach to 
the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at six months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE MANUFACTURERS LIGHT AND HEAT COMPANY, DOCKET NO. 
G-11962 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 9, 1958) 


The Manufacturers Light and Heat Company (Applicant), a Pennsylvania 
corporation, having its principal place of business in Pittsburgh, Pennsylvania, 
filed on February 11, 1957 an application, pursuant to Section 7 of the Natural 
Gas Act, for a certificate of public convenience and necessity authorizing the 
construction and operation of certain facilities, as hereinafter described, subject 
to the jurisdiction of the Commission, for the sale and delivery of natural 
gas from existing transmission lines for interruptible service to three direct 
industrial customers. 

Applicant proposes to construct and operate a tap, metering and regulating 
equipment on Applicant’s transmission line No. 513 near Houston, Washington 
County, Pennsylvania, and 40 feet of 2-inch service line to serve Jay Metalcraft 
Company, which plans to use natural gas in two new brass melting furnaces and 
two existing unit space heaters. 

Applicant proposes to construct and operate a tap, metering and regulating 
equipment on its transmission line No. 515 near Meadowlands, Washington 
County, Pennsylvania, and 950 feet of 4-inch service line to serve Rubber Rolls, 
Inc., which plans to use gas for the firing of a boiler used in processing rubber 
products and for space heating in its new plant located in Chartiers Township, 
Washington County. 

Applicant also proposes to construct and operate a tap, metering and regulat- 
ing equipment on its transmission line No. 515 near said Meadowlands and 
60 feet of 4-inch service line to serve Metco, Inc., which plans to use gas for a 
hearth furnace for reclaiming oxides and in a 100 H.P. boiler to be installed as 
s00n as gas service becomes available. 


Peak 

Annual day 

(Mecf) (Mcf) 

Jay Metalcraft Company 4, 000 25 


Rubber Rolls, Incorporated 
Metco, Incorporated 88 


The estimated cost of the proposed construction to serve Jay Metalcraft is 
$2,450, of that to serve Rubber Rolls, Inc., $7,150, and of that to serve Metco, 
Ine., $4,500, which will be financed from funds on hand except that Rubber 
Rolls, Incorporated will deposit with Applicant a sum of money up to $4235 
toward the cost of constructing its proposed service line. This sum will be 
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refunded to Rubber Rolls, Incorporated by reduction of its monthly bills in 
accordance with the contract between the parties. 

Applicant shares in the gas supply of The Columbia Gas System, Inc., and it 
appears that the proposed deliveries by Applicant to these three direct, 
industrial customers will not appreciably affect its gas supply. 

Temporary authorization was granted on February 28, 1957, to The Manu- 
facturers Light and Heat Company to construct and operate the facilities 
necessary to deliver up to 60 Mcf of natural gas per day to Rubber Rolls 
Incorporated as proposed in its application herein. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on January 2, 1958, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff Counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) The Manufacturers Light and Heat Company, a Pennsylvania corpora- 
tion and a subsidiary of The Columbia Gas System, Inc., having its principal 
place of business in Pittsburgh, Pennsylvania, is a “‘natural-gas company” 
within the meaning of the Natural Gas Act as heretofore found by the Com- 
mission in its Order of December 29, 1944, in Docket Nos. G-593, G-386, G-390, 
G-392, G-503, G-510, G-496 (4 F. P. C. 821). 

(2) The facilities proposed to be constructed, as hereinbefore described, 
and as more fully described in the application, are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as an integral part of Applicant’s existing pipeline system, 
and the construction and operation thereof by Applicant, are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and to the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certifi- 
cate therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ce) (8), (ce) (4) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act, 
and also the conditions that deliveries of natural gas by Applicant to Jay 
Metalcraft Company shall be limited to a maximum of 25 Mcf per day, to 
Rubber Rolls, Incorporated, shall be limited to a maximum of 60 Mcf per day 
and to Metco, Incorporated, shall be limited to a maximum of 88 Mcf per day 
should attach to the certificate hereinafter issued and to the exercise of the 
rights granted thereunder, and that the time within which construction of 
facilities authorized by this order shall be completed and in actual operation 
should be fixed at 8 months from the date on which this order issues. 

(6) Staff Counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30 (ce) (1) 
of the Commission’s Rules of Practice and Procedure having been satisfied, 
sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to The Manufacturers Light and Heat Company authorizing 
it to construct and operate the facilities hereinbefore described, all as more fully 
described in the application, for the transportation of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a 
responsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (a), (b), (c) (1), (ec) (3), (ce) (4) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act, and also the 
conditions that deliveries of natural gas by Applicant to Jay Metalcraft Company 
shall be limited to a maximum of 25 Mcf per day, that deliveries of natural 
gas by Applicant to Rubber Rolls, Incorporated, shall be limited to a maximum 
of 60 Mcf per day and that deliveries to Metco, Incorporated, shall be limited 
to a maximum of 88 Mcf per day, shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at 3 months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


LONE STAR GAS COMPANY, DOCKET NO. G-13396 
FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT 
(Issued January 9, 1958) 


On October 10, 1957, Lone Star Gas Company (Applicant), a Texas corpora- 
tion having its principal place of business in Dallas, Texas, filed in Docket 
No. G-13396 an application pursuant to Section 7 (b) of the Natural Gas Act 
for permission to abandon its existing 7,550 horsepower Petrolia Compressor 
Station located on one of its main transmission lines in Clay County, Texas. 

It appears that the subject station which has been used in the past to com- 
press gas produced in the nearby Petrolia Field and certain Oklahoma fields, 
has not been since 1953, its engines are obsolete, and there will be no future 
need for compression at this point because the Petrolia Field is depleted and gas 
from the other Oklahoma fields reaches the Petrolia Station at pressures 
sufficiently high to make compression unnecessary. 

It is proposed to sell for salvage the obsolete engines and compressors, salvage 
and use elsewhere such equipment as can be transferred, and convert such 
buildings and equipment at this site as can be used by Applicant’s personnel 
in the operation of Applicant’s pipeline system in the area. 

Applicant’s original investment in the compressor station was $920,749. Land, 
structures and equipment at an original cost of $238,609 will be left in place, 
leaving a net of $682,140 in facilities to be abandoned. Lone Star estimates 
that it will cost $10,000 to remove equipment from the station and that it will 
receive about $100,000 from materials to be junked and salvaged. The resulting 
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amount is $592,140 against which Applicant has aceumulated $577,794 in 
depreciation accruals. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 30, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 

















































The Commission finds: 


(1) Applicant, Lone Star Gas Company, a Texas corporation having its prin- 
cipal place of business in Dallas, Texas, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of April 11, 1944, in Docket No. G-442 (4 F. P. C. 565). 

(2) The facilities to be abandoned, as hereinbefore described and as more 
fully described in the application herein, are subject to the jurisdiction of the 
Commission, and abandonment of such facilities by Applicant is subject to the 
requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) Such abandonment by Applicant is permitted by the public convenience 
and necessity, and an order permitting and approving same should be issued as 
hereinafter ordered. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment by Applicant of the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding, be and the same is hereby granted. 

(B) Applicant shall advise the Commission of the date of the abandonment 
within 10 days of the date thereof. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—10885 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING ABANDONMENT OF FACILITIES 


(Issued January 10, 1958) 





El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal place of business in El Paso, Texas, filed an application on August 
10, 1956, pursuant to Section 7 of the Natural Gas Act, for a certificate of public 
convenience and necessity authorizing the construction and operation of facili- 
ties for the sale and delivery of natural gas and permitting abandonment of 
certain natural gas facilities, as hereinafter described, subject to the jurisdiction 
of the Commission, all as more fully represented in the application. 

Applicant seeks authorization (1) to install and operate pipeline and meter- 
ing facilities necessary for the delivery and sale of natural gas to the Southern 
Union Gas Company (its existing customer) for resale to the Ganado Indian 
School and Mission and domestic users in the Navajo Indian Reservation, 
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Apache County, Arizona, and (2) to abandon by lease to the Southern Union 
Gas Company the operation of certain existing pipeline facilities, located in 
the environs of the city of El Paso, Texas. These facilities will continue to 
be owned by Applicant. 

Applicant proposes to construct and operate approximately 7.2 miles of 2-inch 
pipeline, together with appurtenant metering facilities, from a connection with 
its San Juan-Topock main line system to the Ganado Mission; and to abandon 
by lease to Southern Union an existing branch pipeline consisting of approxi- 
mately 1.9 miles of 4-inch pipeline and 1.3 miles of 2-inch pipeline, located 
within the city limits of El Paso, Texas. Southern Union will operate these 
facilities instead of El Paso. 

Applicant proposes to build the necessary connecting line and metering facili- 
ties to serve the Ganado Mission area through the sale of gas to Southern 
Union for resale to the Mission and other users in the area. Southern Union 
has agreed to make a contribution to El Paso of $25,000, to be applied to the 
eost of construction of the connecting pipeline required to serve the area, and 
will also construct any distribution facilities which may be required in connec- 
tion with its proposed resale of the gas. 

Applicant states that its proposal to lease to Southern Union the aforemen- 
tioned pipeline facilities in the El Paso area is required because the city of El 
2aso extended its city limits to include the area served by Applicant’s 4-inch 
and 2-inch line. Applicant does not have franchise rights enabling it to own 
and operate facilities within the limits of the city of El Paso, and therefore 
proposes to lease these facilities to Southern Union, which has franchise rights 
in the area being served. The line apparently delivers gas directly to customers 
of Southern Union. 

Applicant estimates the total capital cost of constructing the facilities re- 
quired to serve the Ganado Mission area is $54,494. Of this amount, Southern 
Union will contribute $25,000, leaving a net cost to El Paso of $29,494, which 
will be financed from its current working funds. 

Southern Union will pay El Paso $1.00 per year as rental for the leased lines 
pursuant to a contract dated July 2, 1956. These lines will be maintained by 
El Paso, although they will be operated by Southern Union. 

Based upon estimated sales for resale to the Mission for the first three full 
years of operation of the proposed facilities, and using Applicant’s currently 
effective rate schedule B-—1-Non-Residential Service, Arizona, Applicant esti- 
mates its sales and revenue as follows: 


Estimated requirements 


Year of service Revenues 
Annual Peak day 
Mef 


350 $22, 816 
350 | 22, 816 
362 23, 357 





The volume of gas involved herein will not adversely affect Applicant’s system 
gas supply. 

Temporary authority was issued on January 8, 1957 for the construction and 
operation of facilities to serve the Mission. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
December 30, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the ap- 
plication has been received. Staff counsel moved orally at the hearing that the 


















































































88 FEDERAL POWER COMMISSION 







intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation, having its principal place of business in 
Bl Paso, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed to be abandoned as hereinbefore described, are 
used in the transportation and sale of natural gas in interstate commerce subject 
to the jurisdiction of the Commission and such abandonment is subject to the 
requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the facilities for the purposes requested are 
required by the public convenience and necessity, and permission and authoriza- 
tion therefor should be granted as hereinafter ordered. 

(4) The facilities proposed to be constructed and operated as heretofore de- 
scribed are to be used in the transportation and sale of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission and the construc- 
tion and operation thereof by Applicant are subject to the requirements of Sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued. 

(6) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the re- 
quirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (1), (3), (4) and (e) of Section 157.20 of 
the Commission’s General Rules and Regulations, including the Rules of Practice 
and Procedure, should attach to the issuance of the certificate referred to in 
paragraph (5) above, and to the exercise of the rights granted thereunder, and 
that the time within which construction of facilities authorized by this order 
should be completed and said facilities should be placed in actual operation 
should be fixed at 6 months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
and Practice and Procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 


The Commission orders: 


(A) Permission and approval be and is hereby granted Applicant to abandon 
the facilities as heretofore described, as more fully represented in its application 
and exhibits in this proceeding. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the natural gas facilities 
as hereinbefore described, all as more fully described in the application in this 
proceeding, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraph (b), (c) (1), 
(3), (4) and (e) of Section 157.20 of the Commission’s General Rules and Regu- 
lations, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (B) hereof, and to the exercise of the 
rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
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Section 157.20 of the Commission’s Rules is hereby fixed at 6 months from the 
date on which this order issues. 

(BE) The certificate issued herein shall be deemed accepted and of full force and 
effect, unless refused in writing and under oath within 30 days from the issuance 
of this order. 

(F) The authorization to serve the Ganado Mission heretofore issued in Docket 
No. G-2206 is hereby rescinded. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


HUMBLE OIL & REFINING COMPANY (OPERATOR), ET AL., DOCKET 
NO. G—13566 


FINDINGS AND ORDER DENYING MOTION FOR RECONSIDERATION 
(Issued January 10, 1958) 


On December 13, 1957, Humble Oil & Refining Company, Operator, e¢ al., 
(Humble) filed in Docket No. G—13566 an application’ for reconsideration of 
the Commission’s rejection, under date of November 14, 1957, of Humble’s ap- 
plication filed on October 23, 1957, for a certificate of public convenience and 
necessity covering sales of natural gas from oil and gas leases in the Gwinville 
Field, Jefferson Davis and Simpson Counties, Mississippi, to Southern Natural 
Gas Company (Southern). Tendered with the aforesaid application for a cer- 
tificate of public convenience and necessity was a certain contract between 
Humble and Southern dated July 23, 1957, purporting to be an initial rate 
schedule for the aforementioned sales of natural gas, at a proposed rate of 
20 cents per Mcf. 

The Commission’s rejection of November 14, 1957, of the application filed on 
October 23, 1957, and the tendered contract of July 23, 1957, was based upon the 
fact that a certificate issued to Humble on September 11, 1956, in Docket No. 
G-3105, applicable to the gas sales from the same gas producing acreage in 
Gwinville Field to the same buyer, Southern, is still in force, and that an existing 
effective rate schedule, Humble’s FPC Gas Rate Schedule No. 41, covers the 
continued service from that acreage, even though the contract previously filed 
as such rate schedule contains a termination date of December 1, 1957. 

It is clear that the present application and tendered rate filing seek author- 
ization and approval of gas service which has already been authorized and 
approved by the Commission, but at the increased rate of 20 cents per Mcf as 
opposed to the rate of 7.2 cents per Mcf contained in the rate schedule originally 
accepted for filing. The rejection of the application and proposed rate sched- 
ule tendered on October 23, 1957, was made without prejudice to the retender of 
said proposed rate schedule as a proposed change in rate, to be accompanied by 
the statements required by Section 154.94 of the Commission’s Regulations 
under the Natural Gas Act. 

Humble, in its application for reconsideration, alleges that Humble’s appli- 
cation for certificate of public convenience and necessity in Docket No. G-3105 
was limited exclusively to the sale of gas covered by its gas sales contract of 


2The filing tendered by Humble is captioned “Application for Rehearing.” Such an 
application may not be filed in this matter, under Section 1.80 (e) of the Commission's 
Rules of Practice and Procedure. However, we have accepted and considered the filing as 
a motion for reconsideration. 
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June 10, 1947, and that the Commission by its order of September 11, 1956, 
issuing the certificate in Docket No. G-3105, “limited the term of such certifi- 
cate to be co-extensive with that of Applicant’s [Humble’s] contract.” That 
order of the Commission provides, as quoted by Humble, that: “Certificates 
[this was a consolidated proceeding] of public convenience and necessity are 
hereby issued * * * authorizing the sale by each respective Applicant of natural 
gas in interstate commerce for resale, * * * as more fully described in the 
respective applications in this proceeding.” Inasmuch as Humble’s application 
in Docket No. G-3105 did not request any specific term limitation but simply 
requested authorization to sell gas “under the contract hereinafter described,” 
which description made no reference to term limitation, we cannot agree with 
the contention that the language just quoted can be interpreted as having 
“limited the term of such certificate to be co-extensive with that of Applicant’s 
contract.” The Commission did not specifically limit the original certificate 
because it was not asked to grant a specific limitation. There is no question 
of the Commission’s authority to attach such a limitation, and it has done so 
in proper cases, but only where specific request for such limitation was made 
and only after it had been shown that the public convenience and necessity so 
required. No such showing was made in this case. 

Further, Humble filed no application for rehearing with respect to the order 
of September 11, 1956, and its most recent proposal is more or less a belated 
application for rehearing with respect to that order. 


The Commission finds: 


The alleged assignment of error and the grounds advanced by Humble for 
reconsideration of the Commission’s rejection on November 14, 1957, of the appli- 
eation for a certificate of public convenience and necessity filed on October 23, 


1957, as above described, and of the tender of the aforementioned contract dated 
July 23, 1957, as an initial rate schedule, set forth no facts or principles of law 
which either were not fully considered previously by the Commission or which, 
having been now considered, warrant either the modification or the vacation 
of such rejection. 


The Commission orders: 


The application for reconsideration filed herein on December 13, 1957, by 
Humble Oil & Refining Company (Operator) et al., is hereby denied. 
Commissioner Digby dissenting. 


Diesy, Commissioner, dissenting : 


I am forced to dissent in this proceeding not only in the action of the Com- 
mission in overruling the motion for rehearing of the letter order dated Novem- 
ber 14, 1957, but also in the authority and wisdom of issuing the original rejection. 
It is my view that the application for certificate of public convenience and neces- 
sity and rate schedule filing should have been accepted and at least fixed for 
hearing to determine whether or not the action is an increase in an existing rate 
or an initial rate. The letter of rejection was sent out by the Secretary under 
his delegated authority but was not by the direction of the Commission. The 
fact that the land description or geographical area in the new filing may be the 
Same as that in the old contract is not controlling. Certainly if the production 
is from a different reservoir than that covered by the old contract, it should be 
treated as an initial filing. I feel that the matter should have been set for 
hearing with the interested parties given an opportunity to present the facts and 
make a record from which the Commission could determine the issues. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NORTHERN LIGHTS, INC., PROJECT NO. 2208 
ORDER AMENDING PRELIMINARY PERMIT 
(Issued January 10, 1958) 


Northern Lights, Inc. of Sandpoint, Montana, permittee for Project No. 2208, 
filed an application on June 10, 1957, for amendment of the permit issued Febru- 
ary 8, 1957, 17 F. P. C. 257. The project is to be located on the Yaak River in 
Lincoln County, Montana, and will affect lands of the United States within the 
Kootenai National Forest. 

The proposed amendment incorporates an additional site to be known as Lower 
Yaak Dam approximately 4.2 miles downstream from the proposed Five Mile 
Dam. Lower Yaak Dam, which would be located at river mile 0.8 in Section 4, 
T. 32 N., R. 35 W., P. M. Montana, would create a reservoir with normal pool 
elevation at 2080 feet and 16,500 acre-feet of storage capacity. A powerhouse 
would be constructed with installed capacity of about 4,550 KW operating under 
an average head of 185 feet. The entire head in that reach of the Yaak River 
from the backwater of the Corps of Engineers’ proposed Katka Dam on the 
Kootenai River would be developed by including this site in the proposed project. 

The proposed amendment seeks to revise the permit further by reducing the 
average head of 300 feet to 280 feet and the installed capacity of 6,650 KW to 
6,200 KW for the proposed “Five Mile Dam” development. 

The Department of the Army, in reporting on the application for amendment, 
states that the District Engineer, Corps of Engineers, at Seattle, Washington, is 
currently studying the development of the Yaak River Valley as a part of the 
Columbia Basin Review Report. In this study, a proposed storage project up- 
stream from the applicant’s proposed developments is being considered, which, 
if constructed, would provide about 400,000 acre-feet of usable storage and would 
regulate about 64 percent of the river flow at Yaak Falls, the uppermost of the 
three proposed dams in Project No. 2208. The Department suggested that the 
applicant be advised to investigate the possible effect of the upstream storage on 
proposed Project No. 2208 in conjunction with coordinating its studies with those 
of the Division Engineer, Portland, Oregon. Article 10 of the permit presently 
provides for cooperation with the Division Engineer, Corps of Engineers at 
Portland, Oregon. 

Both the Secretary of the Interior and the Chief, Forest Service, in reporting 
on the application for amendment, reiterated the recommendations made when 
reporting on the permit. These recommendations are included in the permit. 

The Department of Fish and Game, State of Montana, submitted an informal 
protest pertaining to the protection of fish and wildlife in the project area. 


The Commission finds: 
(1) Public notice of the filing of the application has been given as required 
by the Federal Power Act. No formal protests or petitions to intervene have 


been filed; three informal protests regarding the protection of fish and wildlife 
have been received. 


(2) It is appropriate and desirable to amend the preliminary permit for 
Project No. 2208 as hereinafter provided. 


The Commission orders: 


(A) The preliminary permit for proposed Project No. 2208, issued on Febru- 
ary 8, 1957, to Northern Lights, Inc., is amended, effective as of December 1, 
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1957, to include the above-described Lower Yaak Dam Development and to change 
the average head of 300 feet to 280 feet and the installed capacity of 6,650 KW 
to 6,200 KW for the proposed Five Mile Dam Development. 

(B) This order shall become final within 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided by Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of the amendment of preliminary permit. In acknowledgment of the 
acceptance of this amendment, it shall be signed for the permittee and returned 
to the Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


IOWA POWER AND LIGHT COMPANY, DOCKET NO. E-6793 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF PREFERRED STOCK 
(Issued January 13, 1958) 


By order issued January 7, 1958, 19 F. P. C. 53, in the above-entitled matter, 
the Commission authorized Iowa Power and Light Company (Applicant) to 
issue and sell 50,000 shares of Cumulative Preferred Stock, par value $100 per 
share,* subject, among others, to the provisions as set forth in Paragraph (C) 
of that order as follows: 


(C) The proposed issuance and sale of Preferred Stock shall not be con- 
summated until: 

(i) Applicant shall have amended its application by filing with the Com- 
mission a verified copy of the underwriting agreement, as executed, between 
Applicant and the aforementioned underwriters for the purchase or under- 
writing of the proposed issuance of Preferred Stock. 

(ii) The Commission, by further order, shall have approved (1) the 
price to be received by Applicant for the proposed Preferred Stock, (2) the 
dividend rate thereon, and (3) the fee to be paid to the underwriters by 
Applicant. 


Applicant, on January 13, 1958, filed an amendment, pursuant to the require- 
ments of the aforementioned Commission order, in which it is stated that with 
respect to the Preferred Stock, the price to Applicant will be $100 per share, 
plus accrued dividends from January 1, 1958, to the date of delivery thereof; 
that the dividend rate will be $4.80 per share; and that the underwriting com- 
mission to be paid by Applicant will be $1.90 per share. In addition, Applicant 
filed an amendment to modify the redemption provisions of the Preferred Stock 
to the following extent: The initial redemption price will commence at $107.20 
per share instead of $107.50, and will descend in five-year, rather than four- 
year, steps to a final level of $102.70 per share. 


The Commission finds: 


(1) Applicant had satisfactorily complied with the requirements of Para- 
graph (C) of the Commission’s order issued January 7, 1958, in the above 
docket; and the price to be received by Applicant for the Preferred Stock, the 


*That order also authorized Applicant to issue and sell through competitive bidding 
$10,000,000, principal amount of First Mortgage Bonds. Applicant contemplates the com- 
pletion of such issuance and sale at a later date, pursuant to further authorization of this 
Commission. 
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dividend rate thereon, and the commission to be paid to the underwriters by 
Applicant are reasonable. 

(2) The redemption provisions as to the Preferred Stock contained in the 
application here considered, as modified by the above-described amendment 
relative thereto, are reasonable. 

(3) The proposed issuance and sale of Preferred Stock, as hereinafter au- 
thorized, will be for a lawful object, within the corporate purposes of Applicant 
and compatible with the public interest, which is appropriate for and consistent 
with the proper performance of service by Applicant as a public utility and 
which will not impair its ability to perform that service, and is reasonably appro- 
priate for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the Preferred Stock, the divi- 
dend rate thereon, and compensation to be paid to the underwriters by Appli- 
cant, all as referred to above, are approved as reasonable. 

(B) The proposed issuance and sale of Preferred Stock referred to above, upon 
the terms and conditions, and for the purposes specified in the application, as 
supplemented by the amendments referred to above, are authorized, subject only 
to the provisions of Paragraphs (A), (D), (E), and (F) of the Commission’s 
order issued January 7, 1958, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PACIFIC POWER & LIGHT COMPANY, DOCKET NO. E-6791 


SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF PREFERRED STOCK AND 
FIRST MORTGAGE BONDS 


(Issued January 15, 1958) 


By order issued January 7, 1958, 19 F. P. C. 50, in the above-entitled matter, 
the Commission authorized Pacific Power & Light Company (Applicant) to 
issue and sell through competitive bidding 100,000 shares of Serial Preferred 
Stock, cumulative, par value $100 per share, and $15,000,000, principal amount 
of First Mortgage Bonds, Series due 1988, subject to the provisions, among 
others, as set forth in Paragraph (B) of that order, as follows: 

(B) The proposed issuances and sales at competitive bidding of Preferred 
Stock and Bonds shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements, and 
Section 34.2 (k) (4) of those Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegram, as contemplated by Section 34.9 of those 
Regulations ; the foregoing being applicable to the proposed issuances of Preferred 
Stock and Bonds, as the case may be. 

(ii) The Commission, by further order, shall have approved (1) the respective 
prices to be received by Applicant for the proposed Preferred Stock and Bonds, 
and (2) the dividend rate on the proposed Preferred Stock and the interest rate 
on the proposed Bonds. 

Applicant, on January 15, 1958, filed an amendment, pursuant to the require- 
ments of the aforementioned Commission order, in which it states, among other 
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things, (1) that it proposes to accept, as representing the lowest annual cost 
of money to it, the joint bid of Blyth & Co., Inc., Smith, Barney & Co., and White, 
Weld & Co. to purchase the 100,000 shares of the proposed issuance of Preferred 
Stock for $100.209 per share, with a dividend rate per share of 5.64%; and (2) 
that it proposes to accept, as representing the lowest annual cost of money to 
it, the joint bid of Lehman Brothers, Bear, Stearns & Co., and Salomon Bros. 
& Hutzler to purchase the proposed issuance of $15,000,000, principal amount 
of Bonds, at the price of 99.2199% of principal amount, with an interest rate 
of 444% per annum. 
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The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements contained 
in Paragraph (B) of the Commission’s order issued January 7, 1958, in the 
above-entitled docket; and under the respective bids it proposes to accept for 
purchase of the proposed issuance of Preferred Stock and Bonds, (1) the price 
per share of Preferred Stock to be received by Applicant and the dividend rate 
to be paid thereon, and (2) the price to be received by Applicant for the Bonds 
and the interest rate thereof are reasonable. 

(2) The proposed issuances and sales of Preferred Stock and Bonds, as 
hereinafter authorized, will be for a lawful object, within the corporate purposes 
of Applicant and compatible with the public interest, which is appropriate for 
and consistent with the proper performance of service by Applicant as a public 
utility and which will not impair its ability to perform that service, and is reason- 
ably appropriate for such purposes. 


The Commission orders: 


(A) The price per share of Preferred Stock to be received by Applicant and 
the dividend rate to be paid thereon by Applicant, and the price to be received 
by Applicant for the proposed Bonds and the interest rate thereof under the 
respective bids referred to above are approved as reasonable. 

(B) The proposed issuances and sales of Preferred Stock and Bonds referred 
to above, upon the terms and conditions, and for the purposes specified in the 
application, as supplemented by the amendment referred to above, are authorized, 
subject only to the provisions of Paragraphs (A), (C), (D), and (EB) of the 
Commission’s order issued January 7, 1958, in the above docket. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


OTTER TAIL POWER COMPANY, DOCKET NO. E-6790 
ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 


(Issued January 16, 1958) 





Otter Tail Power Company (Applicant), incorporated under the laws of the 
State of Minnesota, and doing business as a qualified foreign corporation in 
the States of North Dakota and South Dakota, with its principal place of business 
at Fergus Falls, Minnesota, filed an application on December 6, 1957, with an 
amendment thereto on January 2, 1958, for authority, pursuant to Section 204 of 
the Federal Power Act, to issue short-term unsecured Promissory Notes in the 
maximum principal amount of $7,000,000 outstanding at any one time. 

The proposed Notes will be issued in varying principal amounts from time to 
time prior to December 31, 1959, and will mature within one year or less from 
their respective dates of issue. They will be issued as original Notes or in re 
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newal or replacement of Notes heretofore issued or to be issued hereafter. Each 
of the proposed Notes will bear interest at a rate not to exceed %4 of 1% above 
the prime rate in effect at Minneapolis, Minnesota, at the time of the borrowing 
which the Note evidences. According to the application, such prime rate cur- 
rently is 444% per annum. The proposed Notes will be payable to the banks 
from which the Applicant secures loans. The application states that Applicant 
expects to request loans from the First National Bank of Minneapolis and from 
other commercial banks in Applicant’s territory, including First National Bank 
of Fergus Falls. 

Applicant states that no underwriting commissions or finder’s fees will be paid 
in connection with the proposed issuance of Notes. Applicant further states that 
the proposed Notes will not be acquired by the lending banks for resale to the 
public except that First National Bank of Minneapolis may issue a participation 
in the proposed Notes to other banks. 

The proceeds to be obtained from the proposed issuance of Notes will be 
used to provide funds to finance temporarily the balance of the Applicant’s 1956- 
1959 construction program or to refund short-term bank loan obligations of 
Applicant which were incurred as interim financing for that program. Appli- 
cant states that the construction expenditures totaled approximately $6,600,000 
during 1956 and the first six months of 1957 and it estimates that during the last 
six months of 1957 and the calendar years 1958 and 1959 an additional $20,000,000 
will be required. Major items of that program include a 53,500 kw steam gen- 
erating station as an addition to Applicant’s Hoot Lake Plant at Fergus Falls, 
Minnesota, and 115 kv transmission lines to provide connections between Appli- 
cant’s transmission line system and the transmission lines of the United States 
Bureau of Reclamation and of Northern States Power Company and to inter- 
connect Applicant’s principal generating plants and load centers. 

Applicant advises that while no definite plans have yet been formulated for 
permanent financing of its current construction program, Applicant expects to 
raise approximately $14,000,000 in 1958 and 1959 through the issue of long-term 
debt or equity securities, including an issue of approximately $7,000,000 of First 
Mortgage Bonds some time in 1958. 

Written notice of the application has been given to the Railroad and Ware- 
house Commission of Minnesota, the Public Service Commission of North Dakota, 
and to the Public Utilities Commission of South Dakota and to the Governor of 
each of those States. Notice of the application has also been given by publication 
in the Federal Register on December 14, 1957 (22 F. R. 10068), stating that any 
person desiring to be heard or to make any protest with reference to said applica- 
tion should, on or before January 3, 1958, file with the Federal Power Commission, 
Washington 25, D. C., petitions or protests. No petition or protest or request 
to be heard in opposition to the granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued October 25, 
1957, In the Matter of Otter Tail Power Company, Docket No. E-6776. 

(2) The proposed issuance of Promissory Notes, described above, will consti- 
tute an issuance of securities within the purview of Section 204 of the Act. 


1 By order issued June 13, 1957, Im the Matter of Otter Tail Power Company, Docket No. 
E-6748, 17 F. P. C. 813, that Company was authorized to issue prior to December 31, 1957, 
up to $7,000,000 principal amount of short-term unsecured Promissory Notes. At the time 
of filing the subject application, Applicant expected a maximum of $1,500,000 principal 
amount of those Notes to be outstanding as of December 31, 1957. 
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(3) The proposed issuance of Promissory Notes, described above, will be in 
excess of 5% of the par value of the other securities of the Applicant and, there- 
fore, will not be exempt by virtue of Section 204 (e) of the Act from the re- 
quirements of Section 204 (a) of the Act. 

(4) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204 (f) of the Act, and the proposed issuance of Promis- 
sory Notes, described above, is, therefore, not exempt by virtue of that Section 
from the requirements of Section 204 of the Act. 

(5) The proposed issuance of Promissory Notes, described above, will be ex- 
empt from the competitive bidding requirements of Section 34.1a of the Com- 
mission’s Regulations under the Federal Power Act by reason of Section 34.la 
(a) (2) thereof. 

(6) The proposed issuance of Promissory Notes, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 


(A) The proposed issuance by Applicant of Promissory Notes, whether an 
original or renewal Note, in the maximum principal amount of $7,000,000 out- 
standing at any one time, including as a part of that maximum principal amount 
all Promissory Notes of Applicant outstanding as of December 31, 1957, pursuant 
to authorization granted by the aforementioned Commission order, upon the 
terms and conditions and for the purposes specified in the application, all as 
described above, is authorized subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated on or before December 31, 1959. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any other matter whatsoever 
now pending or which may come before this Commission or any other regulatory 
body. 

(D) Nothing in this order shall be construed to imply any guarantee or obli- 


gation on the part of the United States in respect of any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRUNKLIND GAS COMPANY, DIT AL., DOCKET NOS. G-10845, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY*® 
(Issued January 17, 1958) 


There have been filed with the Federal Power Commission applications for 
certificates of public convenience and necessity, pursuant to Section 7 of the 
Natural Gas Act, authorizing the construction and operation of facilities neces- 
sary for receiving and transporting natural gas and authorizing the sale of 
natural gas, as hereinafter described, subject to the jurisdiction of the Com- 
mission, all as more fully represented in the respective applications. 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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On August 1, 1956, Trunkline Gas Company (Trunkline) filed in Docket No. 
G-10845 an application for a certificate of public convenience and necessity 
authorizing the construction and operation of certain facilities to enable it to 
receive natural gas produced by Hawkins & Kelly (Hawkins) in the South 
Epps Field, West Carroll Parish, Louisiana, and by Estate of Lyda Bunker 
Hunt, Deceased (Estate), Claude M. Langton, Trustee (Langton), H. L. Hunt 
(Hunt), Secure Trusts (Secure), and J. R. Goff, Trustee (Goff), in the Clear 
Creek Field, Beauregard Parish, Louisiana. 

The following facilities are proposed by Trunkline: 

(1) One 4-inch tap on Applicant’s existing 26-inch main transmission line 
in West Carroll Parish, together with 144 feet of 414-inch O. D. lateral pipeline 
and a measuring station, at an estimated total cost of $5,302; and 

(2) One 6-inch tap on Applicant’s existing 20-inch Grand Lake lateral in 
Beauregard Parish, together with 13,293 feet of 65-inch O. D. lateral pipeline 
and a measuring station, at an estimated total cost of $75,950. 

The estimated total cost of the above proposed facilities of $81,252 is to be 
financed from company funds. 

ok * * * * * x 


The volumes of gas to be made available to Trunkline appear to be reasonably 
adequate to warrant the construction of the proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 7, 1958, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting 
of the applications. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Trunkline, a Delaware corporation with its principal place of business 
at Houston, Texas, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

. * + * . * ~ 


(3) The facilities hereinbefore described are proposed to be used by Trunkline 
in the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as an integral part of its pipeline system 
and the construction and operation thereof by Trunkline are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

* + * * * a © 


(5) The proposed construction and operation of the facilities by Trunkline 
and the sales of natural gas by the respective Producers, together with the 
construction and operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor, are required by the public convenience and 
necessity, and certificates therefor should be issued as hereinafter ordered and 
conditioned. 

(6) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
Trunkline, and to the exercise of the rights granted thereunder, and that the 
time within which construction of facilities authorized by this order should be 
completed and said facilities should be placed in actual operation should be 
fixed at 6 months from the date on which this order issues. 
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(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not having 
been denied by the Commission is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Trunkline to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation of natural gas in interstate commerce for resale as herein 
set forth, upon the terms and conditions of this order. 
ae * * 


* * 



















(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in pargraph (A) hereof, and to the exercise 
of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

(E) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

(F) The certificates issued to Trunkline and the Producers are not trans- 
ferable and shall be effective only so long as they continue the acts or opera- 
tions hereby authorized in accordance with the provisions of the Natural Gas 
Act, and the applicable rules, regulations and orders of the Commission 
thereunder. 
= 

















* * * * 





* 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


WILCOX 
























TREND GATHERING SYSTEM, INC., ET AL., DOCKET NO. 
G-11073, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 


(Issued January 17, 1958) 





Wilcox Trend Gathering System, Inc. (Wilcox), Sun Oil Company (Southwest 
Division) (Sun), The Atlantic Refining Company (Atlantic) and Continental 
Oil Company (Continental), filed applications for certificates of public con- 
venience and necessity, pursuant to Section 7 of the Natural Gas Act, authorizing 
the construction and operation of facilities necessary for receiving and trans- 
porting natural gas and authorizing the sale of natural gas in interstate com- 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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merce, as hereinafter described, all as more fully represented in the respective 
applications. 

On September 12, 1956, Wilcox filed in Docket No. G-—11073 an application, 
as amended November 13, 1956, for a certificate of public convenience and 
necessity authorizing the construction and operation of approximately 1.9 miles 
of 4% inch O. D. lateral supply pipeline with metering facilities, extending 
from a point in the Cabeza Creek Field to a proposed tap to be installed at 
Milepost 66.45 on its existing 16-inch main transmission line, all in Goliad 
County, Texas. These proposed facilities will receive casinghead gas produced 
by Sun, Sunray Mid-Continent Oil Company,’ Atlantic, and Continental in the 
Cabeza Creek Field. 

The estimated total cost of the above-described facilities is $27,000, which 
cost is to be financed from company funds. 

* * * * * * * 

The volumes of gas to be made available to Wilcox appear to be reasonably 
adequate to warrant the construction proposed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 9, 1958, respecting the matters involved in and the 
issues presented by the applications. No appearances other than staff counsel 
were entered upon the record and no evidence offered in opposition to the 
granting of the applications. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice of Procedure. 


The Commission finds: 


(1) Wilcox, a Delaware corporation with its principal place of business at 
Houston, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

* * * * * * * 

(3) The facilities hereinbefore described are proposed to be used by Wilcox 
in the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as an integral part of its pipeline system 
and the construction and operation thereof by Wilcox are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

* * * * * * * 


(5) The proposed construction and operation of the facilities by Wilcox and 
the sales of natural gas by Sun, Atlantic and Continental together with the 
construction and operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor, are required by the public convenience and 
necessity, and certificates therefor should be issued as hereinafter ordered and 
conditioned. 


(6) Public convenience and necessity requires that the General terms and 
conditions set forth in paragraphs (b), (c) (3), (ec) (4), and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
Wilcox, and to the exercise of the rights granted thereunder, and that the time 
within which construction of facilities authorized by this order should be 
completed and said facilities should be placed in actual operation should be fixed 
at six months from the date on which this order issues. 


1Sunray Mid-Continent Oil Company filed an application covering its interest in the 
subject gas on July 30, 1956, in Docket No. G—10825 which is the subject of another 
proceeding. 
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(7) The respective parties herein are able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions of 
the Natural Gas Act, and the requirements, rules and regulations of the Com- 
mission thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Wilcox to construct and operate the facilities hereinbefore 
described, all as more fully described in the amended application in this pro- 
ceeding, for the transportation of natural gas in interstate commerce for resale 
as herein set forth, upon the terms and conditions of this order. 

+ % e iz e a * 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s General Rules and Regu- 
lations, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at six months from 
the date on which this order issues. 

(BE) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within thirty days from 
the issuance of this order. 

(F) The certificates issued to Wilcox, Sun, Atlantic and Continental are not 
transferable and shall be effective only so long as they continue the acts or 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, and the applicable rules, regulations, and orders of the Commission 
thereunder. 

o = fe + a + * 


Before Commissioners: Jerome K. Kuykendall, Chairman: Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


AMERICAN LOUISIANA PIPE LINE COMPANY, ET AL., DOCKET NOS. 
G-11510, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 17, 1958) 


American Louisiana Pipe Line Company (American Louisiana), Tennessee 
Gas Transmission Company (Tennessee), Austral Oil Exploration Company, 
Inc., (Austral), Tidewater Oil Company (Tidewater), and The Calvert Dis- 
tilling Company, d/b/a Frankford Oil Company (Calvert), filed applications for 
certificates of public convenience and necessity, pursuant to Section 7 of the 
Natural Gas Act, authorizing the construction and operation of facilities neces- 
sary for receiving and transporting gas in interstate commerce for resale and 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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authorizing the sale of natural gas in interstate commerce as hereinafter de- 
scribed, subject to the jurisdiction of the Commission, all as more fully repre- 
sented in the respective applications. 

On November 19, 1956, American Louisiana filed in Docket No. G-11510 an 
application, as supplemented December 13, 1956, for a certificate of public con- 
venience and necessity authorizing the construction and operation of approxi- 
mately 7.39 miles of 16-inch pipeline and 4.86 miles of 12-inch pipeline to connect 
North Holly Beach Field and Second Bayou Field, Cameron Parish, Louisiana, 
with American Louisiana’s existing facilities, together with appurtenant facili- 
ties and two purchase meters. These proposed facilities will enable American 
Louisiana to purchase and receive natural gas into its system produced by 
Austral, operator of certain gas properties in the North Holly Beach Field, in 
which properties Oil Participations, Inc., owns 50 percent interest and Tide- 
water and Tennessee each own 25 percent interest, respectively. The proposed 
facilities will also enable American Louisiana to purchase and receive natural 
gas into its system produced by Calvert and Union Producing Company in the 
Second Bayou Field. The estimated total initial cost of the proposed facilities 
is $1,481,130, which cost will be financed from company funds. 

* * © . * a % 


The volumes of gas to be made available to American Louisiana appear rea- 
sonably adequate to warrant construction of the proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 8, 1958, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting 
of the applications. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 


herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) American Louisiana, a Delaware corporation, with its principal place 
of business at Detroit, Michigan, is a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission. 

a * * o * * * 

(4) The facilities hereinbefore described are proposed to be used by American 
Louisiana in the transportation and sale of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, as an integral part of its 
pipeline system and the construction and operation thereof by American Louisi- 
ana are subject to the requirements of subsections (c) and (e) of Section 7 of 
the Natural Gas Act. 


* * * = * 7 a 


(6) The construction and operation of the facilities proposed by American 
Louisiana and the sales of natural gas by the producers herein, together with 
the construction and operation of any facilities subject to the jurisdiction of 
the Commission necessary therefor, are required by the public convenience and 
necessity, and certificates therefor should be issued as hereinafter ordered and 
conditioned. 

(7) Public convenience and necessity requires that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (c) (4), and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of 
Practice and Procedure, should attach to the issuance of the certificate to 
American Louisiana, and to the exercise of the rights granted thereunder, and 
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that the time within which construction of facilities authorized by this order 
should be completed and said facilities should be placed in actual operation 
should be fixed at 6 months from the date on which this order issues. 

(8) The respective parties herein are able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions of 
the Natural Gas Act, and the requirements, rules and regulations of the Com- 
mission thereunder. 

(9) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted, pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing American Louisiana to construct and operate the facili- 
ties hereinbefore described, all as more fully described in the amended appli- 
cation in this proceeding, for the transportation of natural gas in interstate 


commerce for resale as herein set forth, upon the terms and conditions of this 
order. 
















(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(ce) (4), and (e) of Section 157.20 of the Commission’s General Rules and Regula- 
tions, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

(E) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

(F) The certificates issued to Applicants herein are not transferable and shall 
be effective only so long as they continue the acts or operations hereby authorized 
in accordance with the provisions of the Natural Gas Act, and the applicable 
rules, regulations and orders of the Commission thereunder. 

e * * a * 











Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS BASTERN TRANSMISSION CORPORATION, ET AL., DOCKET NO. 
G-10868, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 17, 1958) 


Texas Hastern Transmission Corporation (Texas Eastern), a Delaware cor- 
poration, with its principal place of business in Shreveport, Louisiana, and Deep 
Fork Natural Gas Company, Inc., (Deep Fork), an independent producer, filed 
applications, pursuant to Section 7 of the Natural Gas Act, for certificates of 
public convenience and necessity authorizing the construction and operation of 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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facilities necessary for receiving and transporting natural gas in interstate 
commerce for resale, and authorizing the sale of natural gas in interstate com- 
merce, as hereinafter described, all as more fully represented in the respective 
applications. 

On August 8, 1956, Texas Bastern filed in Docket No. G-10868 an application for 
a certificate of public convenience and necessity authorizing the construction and 
operation of a 2-inch tap to be installed at approximate Milepost 509.9 on Texas 
Eastern’s existing 24-inch main transmission line in Saline County, Illinois, in 
order to receive gas purchased from Deep Fork, assignes of K-B Compression 
Company, Inc., (K-B) and produced in the Harco Field and Sun Extension of the 
Harco Field, Saline County, Illinois. The estimated total cost of the proposed 
tap is $520, which cost is to be financed from company funds. 

* 7 * + = * = 

The volume of gas to be made available to Texas Eastern appears to be reason- 
ably adequate to warrant construction of the proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 9, 1958, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting of 
the applications. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision herein pur- 


suant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and Pro- 
cedure. 


The Commission finds: 


(1) Texas Eastern, a Delaware corporation, with its principal place of business 
at Shreveport, Louisiana, is a “natural-gas company” within the meaning of the 


Natural Gas Act, as heretofore found by the Commission. 
* * * * = * * 

(3) The facilities hereinbefore described are proposed to be used by Texas 
Eastern in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as an integral part of its pipeline 
system and the construction and operation thereof by Texas Eastern are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

* * * 7 * * * 


(5) The construction and operation of the facilities proposed by Texas Eastern, 
and the sale of natural gas by Deep Fork, together with the construction and 
operation of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor, are required by the public convenience and necessity, and certifi- 
cates therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity requires that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (ec) (4), and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of Prac- 
tice and Procedure, should attach to the issuance of the certificate to Texas East- 
ern, and to the exercise of the rights granted thereunder, and that the time 
within which construction of facilities authorized by this order should be com- 
pleted and said facilities should be placed in actual operation should be fixed 
at 6 months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 
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(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.30 (c) (1) 
of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Texas Eastern to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding 
for the transportation of natural gas in interstate commerce for resale as herein 
set forth, upon the terms and conditions of this order. 
= a * * * 








(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s General Rules and Regu- 
lations, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

(E) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the issu- 
ance of this order. 

(F) The certificates issued to Applicants herein are not transferable and shall 
be effective only so long as they continue the acts or operations hereby authorized 
in accordance with the provisions of the Natural Gas Act, and the applicable 
rules, regulations and orders of the Commission thereunder. 

a a e + o * * 





























Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THXAS EASTERN TRANSMISSION CORPORATION, ET AL., DOCKET NO. 
G-11642, ET AL. 






















FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 


(Issued January 17, 1958) 





Texas Eastern Transmission Corporation (Texas Hastern), a Delaware cor- 
poration with its principal place of business in Shreveport, Louisiana, Carter- 
Jones Drilling Company, Operator, et al. (Carter-Jones), and Lyons & Logan, 
Operator, et al. (Lyons & Logan), independent producers, filed applications for 
certificates of public convenience and necessity, pursuant to Section 7 of the Nat- 
ural Gas Act, authorizing the construction and operation of certain facilities for 
receiving and transporting natural gas and for the sale of natural gas in inter- 
state commerce, as hereinafter described, subject to the jurisdiction of the Com- 
mission all as more fully represented in the respective applications. 

On December 21, 1956, Texas Wastern filed in Docket No. G-11642 an applica- 
tion, as amended January 22, 1957, for a certificate authorizing the construction 
and operation of approximately 2.79 miles of 65¢-inch O. D. lateral supply pipe- 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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line extending from a point in the South Halisville Field, Harrison County, Texas, 
to a point of connection with its existing 20-inch Joaquin-Longview pipeline, to- 
gether with a mainline tap and appurtenant facilities. These proposed facilities 
will enable Texas Eastern to purchase and receive natural gas produced in the 
South Hallsville Field by The Atlantic Refining Company, J. C. Trahan, Drilling 
Contractor, Inc., et al., Lyons & Logan and Carter-Jones. The estimated capital 
cost of the proposed facilities is $53,368 which cost is to be financed from company 
funds. 
* © 7 * + s * 

The volumes of gas to be made available to Texas Eastern appear to be reason- 
ably adequate to warrant the construction proposed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 8, 1958, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting 
of the applications. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Texas Kastern, a Delaware corporation with its prineipal place of business 
at Shreveport, Louisiana, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

- a * * 7 * + 

(3) The facilities hereinbefore described are proposed to be used by Texas 

Eastern in the transportation and sale of natural gas in interstate commerce, 


subject to the jurisdiction of the Commission, as an integral part of its pipeline 
system and the construction and operation thereof by Texas Eastern are subject 


to the requirements of Subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 


s & * * s s 2 

(5) The proposed construction and operation of the facilities by Texas 
Bastern and the sales of natural gas by Carter-Jones and Lyons & Logan, 
together with the construction and operation of any facilities subject to the 
jurisdiction of the Commission necessary therefor, are required by the public 
convenience and necessity, and certificates therefor should be issued as hereinafter 
ordered and conditioned. 

(6) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (e) (4) and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of 
Practice and Procedure, should attach to the issuance of the certificate to Texas 
Eastern, and to the exercise of the rights granted thereunder, and that the time 
within which construction of facilities authorized by this order should be com- 
pleted and said facilities should be placed in actual operation should be fixed at 
6 months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not having 
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been denied by the Commission is granted pursuant to Section 1.30 (c) (1) of said 
Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Texas Eastern to construct and operate the facilities here- 
inbefore described, all as more fully described in the application in this proceeding, 
for the transportation and sale and delivery of natural gas as herein set forth, 
upon the terms and conditions of this order. 

* of * * + ov € 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s General Rules and Regula- 
tions, including Rules of Practice and Procedure, shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and to the exercise of the rights 
thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

(E) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

(F) The certificates issued to Texas Eastern, Carter-Jones and Lyons & Logan 
are not transferable and shall be effective only so long as they continue the acts 
or operations hereby authorized in accordance with the provisions of the Natural 


Gas Act, and the applicable rules, regulations and orders of the Commission 
thereunder. 
s 





































Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS EASTERN TRANSMISSION CORPORATION, ET AL., DOCKET 
NO. G-11873, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 17, 1958) 





Texas Bastern Transmission Corporation (Texas Eastern), a Delaware corpo- 
ration with its principal place of business in Shreveport, Louisiana, and Champlin 
Oil & Refining Company,’ Operator, et al.,7 (Champlin, et al.), an independent 
producer, filed applications for certificates of public convenience and necessity, 
pursuant to Section 7 of the Natural Gas Act, authorizing the construction and 
operation of facilities necessary for receiving and transporting natural gas in 
interstate commerce for resale and for the sale of natural gas in interstate com- 










*Omitted portions of this order relate to the issuance of independent producer certificates. 

1 By letter filed November 29, 1956, Champlin requests that subject Docket No. G—-11481, 
originally filed in the name of Chicago Corporation, be redesignated to be in the name of 
Champlin. The Commission records show that effective on the close of business December 
81, 1956, Chicago Corporation and Champlin were merged, Champlin being the surviving 
company. 

2 Ht al., consists of Republic Natural Gas Company, a signatory seller party with the 
Chicago Corporation to the sales contract involved. Each has a 50 percent interest in 
the gas involved herein. 
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merce, as hereinafter described, subject to the jurisdiction of the Commission, 
all as more fully represented in the respective applications. 

On February 1, 1957, Texas Bastern filed in Docket No. G-11873 an application 
for a certificate authorizing the construction and operation of approximately 
1.65 miles of 414-inch O. D. supply lateral pipeline to extend from a point in the 
Chapman Ranch Field, Nueces County, Texas, to a point of connection with 
Texas Hastern’s 12-inch Bird Island-Chevron Field lateral, at Milepost 20.8 in 
Nueces County, Texas, together with a tap and appurtenant equipment. These 
proposed facilities will enable Texas Eastern to purchase and receive natural gas 
produced by Champlin, et al., in the Chapman Ranch Field. The estimated 
total initial cost of proposed facilities is $28,000, which cost is to be financed from 
company funds. 

* « + = * s es 


The volume of gas to be made available to Texas Eastern appears reasonably 
adequate to warrant the construction of the proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 8, 1958, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting of 
the applications. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision herein 
pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Texas Dastern, a Delaware corporation with its principal place of business 
at Shreveport, Louisiana, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

ao . - a * 2 oe 

(3) The facilities hereinbefore described are proposed to be used by Texas 
Bastern in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as an integral part of its pipeline 
system and the construction and operation thereof by Texas Hastern are subject 
to the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

. . oe * * « & 

(5) The construction and operation of the facilities proposed by Texas Hast- 
ern, and the sale of natural gas by Champlin, et al., together with the construc- 
tion and operation of any facilities subject to the jurisdiction of the Commission 
necessary therefor, are required by the public convenience and necessity, and 
certificates therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (ce) (4), and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
Texas Hastern, and to the exercise of the rights granted thereunder, and that 
the time within which construction of facilities authorized by this order should 
be completed and said facilities should be placed in actual operation should be 
fixed at 6 months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commis- 
sion thereunder. 
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(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Texas Hastern to construct and operate the facilities here- 
inbefore described, all as more fully described in the application in this pro- 
ceeding, for the transportation of natural gas in interstate commerce for resale 
as herein set forth, upon the terms and conditions of this order. 

= ao * aa * . e 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s General Rules and Regu- 
lations, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

(E) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

(F) The certificates issued to Applicants herein are not transferable and 
shall be effective only so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission thereunder. 

* - e » . a - 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby. 
Frederick Stueck, William R. Connole and Arthur Kline. 


WILCOX TREND GATHERING SYSTEM, INC., ET AL., DOCKET NO. G-11519, 
RT AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 17, 1958) 


Wilcox Trend Gathering System, Inc. (Wilcox) and Gasoline Production Cor- 
poration, Operator (Gasoline Production), filed applications for certificates of 
public convenience and necessity, pursuant to Section 7 of the Natural Gas Act, 
authorizing the construction and operation of facilities necessary for receiving 
and transporting natural gas in interstate commerce for resale and authorizing 
the sale of natural gas in interstate commerce, as hereinafter described, subject 
to the jurisdiction of the Commission, all as more fully represented in the respec- 
tive applications. 

On November 21, 1956, Wilcox filed in Docket No. G—11519 an application for 
a certificate of public convenience and necessity authorizing the construction 
and operation of approximately 0.64 mile of 34-inch O. D. supply lateral pipeline 
to extend from Gasoline Production’s No. 1 Sherwood well in the Mineral Field, 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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Bee County, Texas, to a point of connection with Wilcox’s existing 14-inch main 
transmission line at Milepost 93.76 in Bee County, Texas; together with a 
purchase meter station and appurtenances. The above facilities will enable 
Wilcox to receive gas produced from the said Sherwood No. 1 well in the 
Mineral Field by Gasoline Production and Sunray Mid-Continent Oil Company.’ 
The estimated total initial cost of the proposed facilities is $10,400, which cost 
will be financed from company funds. 
” ” * = * a * 

The volume of gas to be made available to Wilcox appears reasonably adequate 
to warrant the construction of the proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 7, 1958, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting 
of the applications. Staff counsel moved orally at the hearing that the in- 
termediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 
(1) Wilcox, a Delaware corporation with its principal place of business at 
Houston, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 
* ” « * ” e ~ 

(3) The facilities hereinbefore described are proposed to be used by Wilcox 
in the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as an integral part of its pipeline system 
and the construction and operation thereof by Wilcox are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

* * 7 7 = * a 

(5) The construction and operation of the facilities proposed by Wilcox, and the 
sale of natural gas by Gasoline Production, together with the construction and 
operation of any facilities subject to the jurisdiction of the Commission necessary 
therefore, are required by the public convenience and necessity, and certificates 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
Wilcox, and to the exercise of the rights granted thereunder, and that the time 
within which construction of facilities authorized by this order should be 
completed and said facilities should be placed in actual operation should be 
fixed at 6 months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


2Sunray Mid-Continent Oil Company’s sale of its share of the gas involved herein to 
Wilcox is the subject of its application filed November 29, 1956, in Docket No. G—11550. 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Wilcox to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, 
for the transportation of natural gas in interstate commerce for resale as herein 
set forth, upon the terms and conditions of this order. 

+ oe * 2 + * * 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s General Rules and Regu- 
lations, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
stucted and placed in actual operation, as provided in paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

(EB) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath, within 30 days from the 
issuance of this order. 

(F) The certificates issued to Applicants herein are not transferable and 
shall be effective only so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and 
the applicable rules, regulations and orders of the Commission thereunder. 

* * * * * ~ 











Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


MAGNOLIA PHTROLEUM COMPANY, DOCKET NO. G-13709 
FINDINGS AND ORDER DENYING MOTION FOR RECONSIDERATION 
(Issued January 17, 1958) 


On December 23, 1957, Magnolia Petroleum Company (Magnolia) filed in 
Docket No. G-13709 an application’ for reconsideration of the Commission’s 
rejection under date of December 9, 1957, of Magnolia’s application filed on 
November 13, 1957, for a certificate of public convenience and necessity 
covering sales of natural gas from certain units and leases in the Gwinville 
Field, Jefferson Davis and Simpson Counties, Mississippi, to Southern Natural 
Gas Company (Southern). Tendered with the aforesaid application for a 
certificate of public convenience and necessity was a certain contract between 
Magnolia and Southern dated August 1, 1957, purporting to be an initial rate 
schedule for the afore-mentioned sales of natural gas. 

The Commission’s rejection on December 9, 1957, of the application filed on 
November 13, 1957, and the tendered contract dated August 1, 1957, was based 
upon the fact that the November 13 application, Docket No. G—-13709, and the 
August 1 contract duplicated the acreage and service covered by Magnolia’s 
certificate application in Docket No. G—12094 filed on February 25, 1957, and the 


2The filing tendered by Magnolia is captioned “Application for Rehearing.” Such an 
application may not be filed in this matter, under Section 1.30 (e) of the Commission’s 


Rules of Practice and Procedure. However, we have accepted and considered the filing 
as a motion for reconsideration. 
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related rate schedule designated as Magnolia’s FPC Gas Rate Schedule No. 
74, applicable to the gas sales from the same gas producing acreage in the 
Gwinville Field to the same buyer, Southern. 

Magnolia’s contention, simply stated, is that its filing of November 13, 1957,” 
in Docket No. G—13709, of the certificate application and the sales contract dated 
August 1, 1957, covered an entirely separate and distinct sale from that which 
was the subject of the filing on February 25, 1957, in Docket No. G—12094, of the 
certificate application and the sales contract dated October 24, 1947, designated 
as Magnolia’s FPC Gas Rate Schedule No. 74, which latter bore an expiration 
date of December 5, 1957. 

In other words, Magnolia argues that its original contract with Southern 
dated October 24, 1947, and designated as Magnolia’s FPC Gas Rate Schedule 
No. 74, expired by its own terms on December 5, 1957; hence Magnolia main- 
tains that its new contract with Southern, dated August 1, 1957, covers an 
entirely separate and distinct sale of gas to Southern beginning on December 
5, 1957, and is therefore an “initial rate schedule” within the meaning of the 
Commission’s Regulations under the Natural Gas Act. 

The short answer to this argument is that in filing its certificate application 
in Docket No. G—12094 and the related gas sales contract in compliance with 
Section 157.23 (a) of the Commission’s Regulations, Magnolia subjected itself 
to the whole of said section, the last sentence of which reads: “Pending action 
by the Commission on an application hereunder, the service for which authoriza- 
tion is sought shall be continued.” Action on the application in Docket No. 
G—12094 is pending. 

There is no allegation of any physical interruption of the sale of natural 
gas by Magnolia to Southern on December 5, 1957, therefore we cannot agree 
with Magnolia’s repeated contention that a separate and distinct new sale is 
being initiated merely by relabeling a continuing transaction. 

We adhere to so much of the content of our rejection letter of December 9, 
1957, as suggests that the contract between Magnolia and Southern dated 
August 1, 1957, embodies a change in the effective rate for gas from the subject 
units in the Gwinville Field and should be submitted as superseding the existing 


rate schedule and in accordance with Section 154.94 of the Commission’s 
Regulations. 


The Commission finds: 


The alleged assignment of error and the grounds advanced by Magnolia for 
reconsideration of the Commission’s rejection on December 9, 1957, of the 
application for a certificate of public convenience and necessity filed on Novem- 
ber 13, 1957, in Docket No. G—13709, as above described, and of the tender of the 
aforementioned contract between Magnolia and Southern dated August 1, 
1957, as an initial rate schedule, set forth no facts or principles of law which 
either were not fully considered previously by the Commission or which, having 


been now considered, warrant either the modification or the vacation of such 
rejection. 


The Commission orders: 


The application for reconsideration filed herein on December 23, 1957, by Mag- 
nolia Petroleum Company is hereby denied. 
Commissioner Digby dissenting. See p. 90. 


2It may be noted that Magnolia’s filing on November 13, 1957, of a purported initial rate 
schedule to become effective on December 5, 1957, does not comply with the requirement of 
Section 154.92 (b) of the Commission’s Regulations that such a rate schedule shall be 
filed “not less than 30 days * prior to the date such * sale is proposed to be initiated *.” 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, ET AL., DOCKET 
NO. G-11705, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY® 
(Issued January 20, 1958) 


Texas Illinois Natural Gas Pipeline Company (Texas Illinois) with its prin- 
cipal place of business in Chicago, Illinois, and Amoy Minerals Corporation, 
et al* (Amoy), an independent producer, filed applications for certificates of 
public convenience and necessity, pursuant to Section 7 of the Natural Gas Act, 
authorizing the construction and operation of facilities necessary for receiving 
and transporting natural gas and authorizing the sale of natural gas in interstate 
commerce, as hereinafter described, subject to the jurisdiction of the Commis- 
sion, all as more fully represented in the respective applications, 

On January 4, 1957, Texas Illinois filed in Docket No. G—11705 an application for 
a certificate of public convenience and necessity authorizing the construction and 
operation of approximately 3.2 miles of 4inch supply lateral pipeline to extend 
from a well in the North McF addin Field, Victoria County, Texas, to its existing 
Heyser Field lateral line; together with a line tap and metering facilities in 
order to enable Texas Illinois to purchase and receive natural gas produced by 
Amoy Minerals Corporation, et al., in the North McF addin Field. 

The estimated total cost of the Texas Illinois facilities is $66,800, which will 
be financed from company funds. 

o * € * * » o 

The volumes of gas to be made available to Texas Illinois appear to be reason- 
ably adequate to warrant the construction of facilities proposed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 7, 1958, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting of 
the applications. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision herein 
pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Texas Illinois, a Delaware corporation with its principal place of business 
at Chicago, Illinois, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

o a * * * . 

(3) The facilities hereinbefore described are proposed to be used by Texas 
Illinois in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as an integral part of its pipeline 
system and the construction and operation thereof are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 






























*Omitted portions of this order relate to the issuance of independent producer certificates. 


2 Pt al. consists of W. H. Francis, Jr., a signatory seller party with Amoy to the sales 
contract involved. 
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(4) The proposed construction and operation of the facilities by Texas Illi- 
nois and the sale of natural gas hereinbefore described, as more fully described 
in the application in Docket No. G—11538 will be made in interstate commerce, 
subject to the jurisdiction of the Commission, and such sale, together with the 
construction and operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor, are subject to the requirements of Subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

= * 2 s + * oJ 

(6) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules of 
Practice and Procedure, should attach to the issuance of the certificate to 
Texas Illinois, and to the exercise of the rights granted thereunder, and that 
the time within which construction of facilities authorized by this order 
should be completed and said facilities should be placed in actual operation 
should be fixed at 6 months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Texas Illinois to construct and operate the facilities 
hereinbefore described, all as more fully described in the application in this 
proceeding, for the transportation of natural gas in interstate commerce for 
resale as herein set forth, upon the terms and conditions of this order. 

« . ” . 


(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

(B) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

(F) The certificates issued to Texas Illinois and Amoy are not transferable 
and shall be effective only so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission. 

= f 2 ae e e s 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 









ALABAMA-TENNESSEE NATURAL GAS COMPANY, DOCKET 
NO. G-12263 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 20, 1958) 


On March 19, 1957, as supplemented on March 22, 1957, Alabama-Tennessee 
Natural Gas Company (Applicant), a Delaware corporation having its principal 
place of business in Florence, Alabama, filed in Docket No. G-12263 an applica- 
tion, pursuant to Section 7 (c) of the Natural Gas Act, for a certificate of public 
convenience and necessity authorizing the sale of natural gas for resale on an 
interruptible basis to its presently authorized resale customers through exist- 
ing facilities and connections. 

It appears that because of diversity of demands on its system Applicant 
occasionally has available quantities of natural gas over and above the re- 
quirements of its general service customers which are limited by their service 
agreements to specified quantities of firm gas. Certain customers have indicated 
that they can sell quantities of industrial gas at certain periods in excess of 
their applicable billing demands and they would like to buy such excess gas on 
an interruptible basis, thus providing an inducement for further industrial 
development and growth in their communities, and improving Applicant’s system 
load factor. 

No new construction or facilities are involved and no new customers will 
be served. 

On existing firm service customer, Muscle Shoals Natural Gas Corporation, 
has entered into a contract, dated March 8, 1957; with Applicant for the pur- 
chase of up to 800 Mcf of natural gas per day on an interruptible basis for 
industrial resale, in addition to its firm purchases. Temporary authority to 
render such service to Muscle Shoals Gas Corporation was granted to Applicant 
on April 12, 1957. 

Temporary authority to serve the City of Decatur, Alabama, interruptible 
natural gas under a contract between Applicant and the City of Decatur, 
executed on November 22, 1957, was granted by the Commission on December 
6, 1957. 

The gas supply for the proposed deliveries is to come from the authorized 
quantities which Tennessee Gas Transmission Company sells and delivers to 
Applicant. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 8, 1958, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission's 
Rules of Practice and Procedure. 


The Commission finds: 





































(1) Applicant, Alabama-Tennessee Natural Gas Company, a Delaware cor- 
poration having its principal place of business in Florence, Alabama, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 


fore found by the Commission in its order issued July 2, 1948 in Docket No. 
G-585 (7 F. P. C. 251). 
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(2) The sale and delivery of natural gas as hereinbefore described and as 
more fully described in the application in this proceeding, will be made in inter- 
state commerce, subject to the jurisdiction of the Commission, and is subject 
to the requirements of Subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The sale and delivery of natural gas by Applicant as proposed is 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued upon the terms and conditions of this order, authorizing the 
sale and delivery by Alabama-Tennessee Natural Gas Company of natural 
gas in interstate commerce for resale, as hereinbefore described and as more 
fully described in the application, as supplemented, in this proceeding. 

(B) The certificate issued herein shall be deemed accepted and of full force 
and effect unless refused in writing and under oath by Applicant within 30 days 
from the date of issuance of this order. 

(C) The certificate issued herein is not transferable and shall be effective 
only so long as Applicant continues the acts or operations hereby authorized in 
accordance with the provisions of the Natural Gas Act and the applicable rules, 
regulations and orders of the Commission. 


Before Commissioners: Jerome Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


GULF INTERSTATE GAS COMPANY, ET AL., DOCKET NO. G-12771, 
ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY * 
(Issued January 20, 1958) 


There have been filed with the Federal Power Commission applications for 
certificates of public convenience and necessity, pursuant to Section 7 of the 
Natural Gas Act, authorizing the construction and operation of facilities neces- 
sary to receive and transport natural gas in interstate commerce for resale 
and authorizing the sale of natural gas, as hereinafter described, subject to the 
jurisdiction of the Commission, all as more fully represented in the respective 
applications. 

On June 20, 1957, Gulf Interstate Gas Company (Gulf), filed in Docket No. 
G-12771 an application for a certificate of public convenience and necessity, 
authorizing the construction and operation of : 

(1) Approximately 3.8 miles of 8-inch field line extending from a point on 
Gulf’s 8-inch BD. Lateral in La Fourche Parish, Louisiana, to a proposed meter 


*Omitted portions of this order relate to the issuance of independent producer certificates, 
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station to be located in the Valentine Field, together with 0.3 mile of 4-inch 
field line extending from a point on the proposed 8-inch line to a second pro- 
posed meter station in the same field. 

The above proposed facilities will enable Gulf to transport for the account 
of United Fuel Gas Company (United Fuel) natural gas produced in the 
Valentine field by Robert Mosbacher (Mosbacher) Operator, e¢ al., and Pan 
American Petroleum Corporation (Pan Am). 

(2) Approximately 2.3 miles of 4-inch field line extending from a point on 
Gulf’s existing 16-inch S. Pecan Lake Lateral in Vermilion Parish, Louisiana, 
to a proposed meter station in the South Lake Arthur Field. 

The proposed facilities in (2) above will enable Gulf to receive and transport 
for the account of United Fuel natural gas produced in the South Lake Arthur 
field by Oil Participations, Incorporated, H. L. Hawkins and H. L. Hawkins, 
Jr., as represented by Austral Oil Exploration Company, Incorporated (Austral) 
as Agent for said producers. 

The estimated total cost of Gulf’s proposed facilities is $223,000, which cost 
will be paid from available company funds. 

a = * e © o s 


The volumes of gas to be made available to United Fuel appear reasonably 
adequate to warrant the construction of the proposed facilities, 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 8, 1958, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting of 
the applications. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Gulf, a Delaware corporation with its principal place of business at 
Houston, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

a . * * 7 * * 


(3) The facilities hereinbefore described are proposed to be used by Gulf in 
the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as an integral part of its pipeline system 
and the construction and operation thereof by Gulf are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

s = a” * a ” s 


(5) The construction and operation of the facilities proposed by Gulf, and 
the sales of natural gas by Pan Am, Mosbacher and Austral, together with 
the construction and operation of any facilities subject to the jurisdiction of 
the Commission necessary therefor, are required by the public convenience and 
necessity, and certificates therefor should be issued as hereinafter ordered and 
conditioned. 

(6) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
Gulf, and to the exercise of the rights granted thereunder, and that the time 
within which construction of facilities authorized by this order should be 
completed and said facilities should be placed in actual operation should be 
fixed at 6 months from the date on which this order issues. 
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(7) The respective parties herein are able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions of 
the Natural Gas Act, and the requirements, rules and regulations of the Com- 
mission thereunder. 

(8) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commis- 
sion’s Rules of Practice and Procedure was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.80 (c) (1) of said Rules. 


The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Gulf to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, for 
the transportation of natural gas in interstate commerce as herein set forth, 
upon the terms and conditions of this order. 

* * * - * * * 


(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from 
the date on which this order issues. 

(E) The certificates issued herein shall be deemed accepted and of full 
force and effect, unless refused in writing and under oath within 30 days 
from the issuance of this order. 

. * . * * . e 

(G) The certificates issued herein are not transferable and shall be effective 
only so long as the respective parties continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, ET AL., DOCKET 
NO. G-12704, BT AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 20, 1958) 


Transcontinental Gas Pipe Line Corporation (Transco), a Delaware cor- 
poration with its principal place of business in Houston, Texas, and Union Oil 
Company of California (Union), an independent producer, filed applications 
for certificates of public convenience and necessity, pursuant to Section 7 of the 
Natural Gas Act, authorizing the construction and operation of facilities for 
receiving and transporting natural gas in interstate commerce for resale and 
for the sale of natural gas in interstate commerce, as hereafter described, subject 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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to the jurisdiction of the Commission, all as more fully represented in the 
respective applications. 

On June 5, 1957, Transco filed in Docket No. G—12704 an application for a 
certificate of public convenience and necessity authorizing the construction and 
operation of approximately 1.36 miles of 6-inch lateral supply pipeline, together 
with a meter station and appurtenant equipment, to extend southerly from a 
point of connection with Transco’s existing 16-inch Cow Island—Live Oak 
Lateral at Milepost 8.86 in Vermilion Parish, Louisiana, to the proposed meter 
station to be installed by Transco in the Live Oak Field in Vermilion Parish, 
in order to purchase and receive natural gas produced by Union in the Live 
Oak Field. The estimated total capital cost of these facilities is $71,000, which 
cost is to be financed from company funds. 

cf * * * * + 7 

The volumes of gas to be made available to Transco appear reasonably adequate 
to warrant construction of the facilities proposed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 7, 1958, respecting the matters involved in and the 
issues presented by the applications. No appearances other than staff counsel 
were entered upon the record and no evidence offered in opposition to the 
granting of the applications. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 





The Commission finds: 


(1) Transco, a Delaware corporation with its principal place of business at 
Houston, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

* - * * * * * 

(3) The facilities hereinbefore described are proposed to be used by Transco 
in the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as an integral part of its pipeline system 
and the construction and operation thereof by Transco are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

of * * os a 7 = 

(5) The construction and operation of the facilities proposed by Transco, and 
the sale of natural gas by Union, together with the construction and operation 
of any facilities subject to the jurisdiction of the Commission necessary therefor, 
are required by the public convenience and necessity, and certificates therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the 
Rules of Practice and Procedure, should attach to the issuance of the certificate 
to Transco, and to the exercise of the rights granted thereunder, and that the 
time within which construction of facilities authorized by this order should be 
completed and said facilities should be placed in actual operation should be 
fixed at 6 months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
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Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Transco to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, for 
the transportation of natural gas in interstate commerce for resale as herein 


set forth, upon the terms and conditions of this order. 
- * * * “ a s 


(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s General Rules and Regula- 
tions, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

(B) The certificates issued herein shall be deemed accepted and of full 
force and effect, unless refused in writing and under oath within 30 days 
from the issuance of this order. 

(F) The certificates issued to Applicants herein are not transferable and 
shall be effective only so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission thereunder. 

> 7 +. = * a 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G-12801 


ORDER MAKING EFFECTIVE PROPOSED TARIFF CHANGES UPON FILING OF BOND OB 
EQUIVALENT ASSURANCE OF REFUND OF EXCESS CHARGES 


(Issued January 20, 1958) 


United Gas Pipe Line Company (United), on May 29, 1957, tendered for filing 
First Revised Sheets Nos. 34, 35, 44 and 45; Second Revised Sheets Nos. 8 
and 14; and Third Revised Sheets Nos. 4, 6, 10, 12, 16, 17, 17A, 18, 19, 20, 21, 
23, 25, 27, 28, 30, 32, 100, 101, 102 and 108 to its FPC Gas Tariff, First Revised 
Volume No. 1, proposed to become effective on July 1, 1957, and providing 
increased rates and charges for sales by United in interstate commerce of 
natural gas for resale for ultimate public consumption, subject to the juris- 
diction of the Commission.” 

Pursuant to the authority contained in Sections 4 and 15 of the Natural Gas 
Act, the Commission’s Rules of Practice and Procedure, and the Regulations 
under the Natural Gas Act (18 CFR, Chapter I), the Commission, by order 
issued June 28, 1957, entered upon a hearing concerning the lawfulness of the 
rates, charges, classifications and services of United’s FPC Gas Tariff, First 


2 Third Revised Sheets Nos. 16, 17, 17A, 18, 19, and 20 relate to sales of natural gas 
for resale for industrial use only and are not subject to suspension under the provisions 
of Section 4 of the Natural Gas Act. 
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Revised Volume No. 1, as amended by the aforesaid revised tariff sheets, and, 
pending such hearing and decision thereon, suspended and deferred the use 
of such tariff changes filed on May 29, 1957 (except those relating to sales of 
natural gas for resale for industrial use only), until December 1, 1957, and 
until such further time thereafter as such changes might be made effective 
in the manner prescribed by the Natural Gas Act. 

The proceeding instituted for the purpose of determining the lawfulness of 
the increased rates and charges embodied in the aforesaid revised tariff sheets 
filed on May 29, 1957, has not been concluded, nor a decision rendered therein. 

United, on November 15, 1957, in accordance with the provisions of the 
Natural Gas Act—particularly Section 4 (e) thereof—filed in this proceeding 
a motion requesting that the aforesaid revised tariff sheets to its FPC Gas 
Tariff, First Revised Volume No. 1, which were suspended by the June 28, 1957, 
order, be made effective as of December 1, 1957. 

There have been filed with the Commission motions by Tyler Gas Service 
Company and City of Tyler, Texas (jointly) ; Willmut Gas and Oil Company; 
Mississippi Valley Gas Company; Memphis Light, Gas & Water Division and 
the City of Memphis, Tennessee (jointly) raising the issue of United’s right 
to make the proposed tariff changes affecting them and of the Commission’s 
jurisdiction to conduct this proceeding. Movants rely upon the legal principles 
laid down in United Gas Pipe Line Co. vy. Mobile Gas Service Corp., 350 U. S. 
832; Federal Power Commission v. Sierra Pacific Power Co., 350 U. 8. 348; and 
Memphis Light, Gas and Water Division v. Federal Power Commission, CADC, 
No. 13,666, decided November 21, 1957.* Recently, we filed in the Supreme 
Court of the United States (No. 694) a petition for a writ of certiorari with 
respect to the last-mentioned case. 

We do not pass upon the general issue raised by these motions at this time. 


The issue before us now pertains only to our duties with respect to the instant 
motion of United. For the reason given in Hl Paso Natural Gas Co., Docket 
No. G—12948, order issued December 31, 1957, 18 FPC 838, we think that we 
should require United to file a bond or equivalent assurance respecting the 
moneys collected from its customers by virtue of the increased rates sought in 
this proceeding pending ultimate disposition thereof. 


The Commission finds: 


It is appropriate and necessary in carrying out the provisions of the Natural 
Gas Act to require United to file a bond or equivalent assurance respecting the 
refund of amounts of increase in rates and charges provided by the afore- 
mentioned tariff changes as hereinafter ordered and conditioned, and to comply 
with the other terms and conditions hereinafter prescribed with respect to 
amounts subject to refund. 


The Commission orders: 


(A) The rates, charges, classifications and services set forth in First Revised 
Sheets Nos. 34, 35, 44, and 45; Second Revised Sheets Nos. 8 and 14; and Third 
Revised Sheets Nos. 4, 6, 10, 12, 21, 23, 25, 27, 28, 30, 32, 100, 101, 102 and 
103, to United’s FPC Gas Tariff, First Revised Volume No. 1, shall be effective 
as of December 1, 1957, subject to further order or orders of the Commission 
in this proceeding, upon acceptance by the Commission, evidenced by a letter 
to United from the Secretary of the Commission, of the corporate bond, agree- 
ment, or other assurance of refund (in either case, as appears satisfactory to 
the Commission), described in paragraphs (C), (D) and (E) hereof. 

(B) United shall refund at such times and in such amounts to persons 
entitled thereto, and in such manner as may be required by final order of 


*(Ep. Nots : 250 F. 2d 402, reversed, 858 U.S. 103.] 
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the Commission, the portion of the increased rates and charges made effective 
as of December 1, 1957, found by the Commission in this proceeding not justified, 
with interest (except in the case of any deposit in trust as hereinafter 
provided) at the rate of 6 percent per annum from the date of payment 
to United until refunded; shall bear all costs of any such refunding; shall 
keep accurate accounts in detail of all amounts received by reason of the 
increased rates or charges effective as of December 1, 1957, for each billing 
period, specifying by whom and in whose behalf such amounts were paid; 
and shall report (original and four copies), in writing and under oath, to the 
Commission monthly, for each billing period, and for each purchaser, the 
billing determinants of natural gas sales to such purchasers and the revenues 
resulting therefrom as computed under the rates in effect immediately prior to 
December 1, 1957, and under rates and charges allowed by this order to become 
effective, together with the differences in the revenues so computed. 

(C) As a condition of this order, within 15 days from the date of issuance 
hereof, United shall execute and file with the Secretary of this Commission 
a corporate bond with surety, accompanied by a certificate showing service 
of copies thereof upon all purchasers under the rate schedules involved, in the 
amount (as computed from time to time) and conditioned to meet the following 
prerequisites and objectives: 

By such bond, United, its surety, and the successors and assigns of each, 
jointly and severally, shall be held and firmly bound unto the Federal Power 
Commission for the use and benefit of those entitled thereto, in the cumulative 
amount determined monthly, as ascertained by United and reported to the Com- 
mission, of the increases in rates and charges made effective as of December 
1, 1957, with simple interest; to the end that (1) United shall repay to the 
persons entitled thereto and in such manner as may be required by the Com- 
mission in this proceeding, all or any portion of such increases in rates and 
charges collected by United on and after December 1, 1957, as may finally be 
determined to be not justified, together with interest thereon at the rate of 
six (6) percent per annum from the date of payment thereof to United until 
refunded, and (2) United shall comply with the other terms and conditions 
of this order. 

(D) As an alternative to the assurance of refund provided for in paragraph 
(©) hereof, United shall within 30 days from the date of issuance of this order 
execute and file with the Secretary of the Commission an agreement entered 
into between United and any bank or trust company, accompanied by a certifi- 
cate showing service of copies thereof upon all purchasers under the rate 
schedules involved, covering the deposit in trust monthly by United of all 
amounts of increases in rates and charges made effective as of December 1, 
1957, collected by United on and after such date; such agreement to be con- 
ditioned to meet the following additional prerequisites and objectives: 

By such agreement, United, the bank or trust company, and the successors 
and assigns of each, shall be held and firmly bound unto the Federal Power 
Commission for the use and benefit of those entitled thereto, with respect 
to all amounts deposited and the increment thereon, to the end that (1) such 
bank or trust company shall be bound to repay to the persons entitled thereto 
and in such manner as may be required by the Commission in this proceeding 
all or any portion of such deposits made on and after December 1, 1957, as 
may finally be determined to be increases in rates and charges not justified, 
together with the aliquot apportionment to each of such persons of any in- 
crement realized on such deposits from the investment thereof as hereinafter 
provided; (2) such bank or trust company shall invest and reinvest such 
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deposits, in the discretion of such bank or trust company, in any form of 
evidences of indebtedness of the United States; (3) no interest on such deposits 
shall be charged or collected from such bank or trust company or from United 
(the investment of the funds in trust, in the manner above prescribed, making 
such charge or collection unjustifiable); (4) insofar as such bank or trust 
company shall incur costs and expenses, they shall be borne by such bank or 
trust company under appropriate safeguards for repayment thereof by United. 

(EB) As a further alternative to the assurance of refund provided for in 
paragraphs (C) and (D) hereof, United shall within 30 days from the date of 
issuance of this order execute and file with the Secretary of the Commission a 
plan accompanied by a certificate showing service of copies thereof upon all 
purchasers under the rate schedules involved, covering the monthly segregation 
in the hands of a trustee, depositary, or conservator of all amounts of increases 
in rates and charges made effective as of December 1, 1957, collected by United 
on and after such date, upon uses and trusts substantially equivalent in respect 
of—(1) the safeguarding of amounts received, (2) the interim investment of 
such amounts, (3) the repayment of such amounts, together with increment 
thereon or interest thereon or both—to the alternatives so provided for in 
paragraphs (C) and (D) hereof. 

(F) If United shall, in conformity with the alternative terms and con- 
ditions of any one of paragraphs (C), (D), or (E) of this order make or cause 
to be made the refunds as may be required by the order of the Commission, 
United’s obligations under this order and the implementation thereof accepted 
by the Commission shall be discharged ; otherwise, such obligations shall remain 
in full force and effect. 

Commissioners Digby and Stueck dissenting. 

Diesy, Commissioner, dissenting : 

I consider this order, with its likely implications, of the greatest importance. 
In dissenting, I recognize and appreciate the high purpose prompting the 
action of the majority. Protection of the consumer is, indeed, the primary re- 
sponsibility and duty of the Commission. The proper exercise of that duty 
does not, in my opinion, require a radical departure from the Commission’s 
established policy. Indeed, such action by the Commission at this time may 
result in injury not only to the consumer but to the natural gas industry 
generally. 

In the recent City of Memphis decision, the Court of Appeals for the District 
of Columbia completely upset the Commission’s interpretation of section 4 of 
the Natural Gas Act. The interpretation and administration of section 4 of the 
Natural Gas Act had been uniform and consistent over a period beginning with 
the passage of the Act in 1938. Likewise, this same Court and all other courts 
reviewing the Commission’s application of section 4 of the Act and uniformly 
approved the Commission’s general interpretation and administration of that 
section of the law. 

The Federal Power Commission, which is an interested party in the Memphis 
ease, is applying to the Supreme Court of the United States for a writ of cer- 
tiorari. I have the firm belief that the writ will be granted and the decision 
of the Court of Appeals reversed. I cannot believe that the Supreme Court’s 
decision in the Mobile-United Gas case is authority for the Appeals Court’s 
decision in the City of Memphis case. The City of Memphis decision, should 
it become law, will destroy the orderly exercise of regulatory authority by the 
Federal Power Commission. It will also gravely endanger the financial stability 
of the natural gas industry operating under the Natural Gas Act. These results 
are matters which could adversely affect the economy of the country. 
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Under these circumstances, the action of the Federal Power Commission will 
be closely watched and will undoubtedly have a far-reaching influence in this 
critical situation. Any change of Commission policy on account of the Memphis 
case will be significant. 

For a number of years there has been a fixed policy by the Commission of 
requiring no corporate bond whatever of natural-gas pipeline companies on 
account of increased rates going into effect subject to refund. The Commission 
has only required a corporate undertaking or promise to repay any amount 
collected in excess of that allowed by the Commission. At a time when cor- 
porate bonds were sometimes required of pipeline companies and with reference 
to bonds required by independent producers, the Commission’s policy in the 
past has been to require a bond in the amount of ten per cent of the increase 
in rates being collected by the natural-gas company. The effect of the present 
order is to require United Gas Pipe Line Company, a natural-gas company, to 
secure and post a corporate bond covering an amount equal to one-hundred 
per cent of the increase in its rates being collected subject to refund. In 
the first place, this requirement will prove to be extremely costly and it is a 
cost which will necessarily have to be borne by the ultimate consumer in the 
long run. Such a requirement will raise the question of the pipeline company’s 
ability to secure such a bond. It is true that the instant order deals with 
increased rates going into effect after December 1, 1957. It seems to me that 
it would be a discrimination against those companies whose increased rates 
will go into effect on or after December 1, 1957, unless the Commission expects 
to extend similar treatment to all rates now being collected under suspension 
and subject to refund. I wish to say here very definitely that I would be 
opposed to such action but only for the same reasons which I am opposing the 
requirement of one-hundred per cent bond in rates effective on or after 
December 1, 1957. 

Among the reasons which prompt me in dissenting to the action of the 
majority is my knowledge of and faith in the integrity of the natural-gas 
industry. No bond or undertaking which has been required in the past has 
been used in the interest of a consumer. Indeed, such has been unnecessary. 
Industry in general, including the natural-gas industry, has grown and sur- 
vived through the years by reason of the practice of rugged competition and 
complete honesty in discharging its obligations. It might be that some com- 
panies would have to be given additional time within which to make the 
refunds which the Commission may order. But, if given this reasonable 
time, I feel certain that no pipeline would fail to discharge its legal and 
financial responsibility in the matter of refunds. It is significant that the 
majority does not, either directly or by implication, suggest that its new policy 
in requiring one-hundred per cent bonding is supported by any factual showing 
that United Gas Pipe Line Company is likely to be unable financially to make 
any refunds which may ultimately be ordered. 

The scope and purpose of this order is quite limited. Increased rates, at 
the expiration of the suspension period, and upon motion by the natural-gas 
company, go into effect by operation of law. This is clearly provided for in 
section 4 of the Natural Gas Act. The only purpose under the Natural Gas 
Act of this order, or similar orders, is to fix the bond or security to be given to 
insure the payment of refunds and to fix the rate of interest to be paid by the 
natural-gas company on the amounts to be refunded. 

United Gas Pipe Line Company happens to be the company affected by this 
order. We have several other pipeline companies who have increased rates 
going into effect immediately. Some of these new increases will be caused 
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largely by increased rates of other pipeline companies, which rates are already 
in effect without bond. This will result in the pipeline company whose in- 
creased rates become effective on or after December 1, 1957, having to bond 
the increases in rates of those from whom they purchase and who are spared 
the requirement of giving bond. 

The provisions in the order adopted by the Commission providing for alter- 
native arrangements is completely unauthorized by the Natural Gas Act and, 
in my opinion, could have no binding legal effect. 


Srvureck, Commissioner, dissenting: 

I cannot agree that the course being followed by the majority in this 
proceeding is the proper one to best serve the public interest nor do I believe 
that this Commission is vested with the power to offer the alternatives suggested. 

I do agree with the majority that the law is clear that a suspension imposed 
by this Commission postpones the use of the rate schedule for a period not to 
exceed five months and that after the expiration of the suspension period, 
if the proceeding has not been concluded and an order made, an increased 
rate goes into effect by operation of law, as a matter of legal right, on motion 
of the natural gas company making the filing. Under the law, this Com- 
mission is not given any discretion in the matter to permit or prevent the 
rate’s going into effect. 

Upon the going into effect of the rate, this Commission may require the 
natural gas company to post a bond to assure the company’s refunding, with 
interest, that portion of the increased rates or charges which by the Com- 
mission’s decision are found not justified. I respectfully submit that the 
requiring of a bond, with its costly premium (ultimately to be paid by the 
consumer) must be based upon facts before this Commission indicating that 
the natural gas company will not be able to refund all or any portion of 
the increase in rates as may be ordered by this Commission. The order re- 
quiring the bond certainly carries with it the implication that the added 
expense to the consumer is justified. 

I find nothing in the facts now before this Commission indicating that this 
natural gas company is not able to refund any or all of the increased rates here 
involved, and with interest, should this Commission so order in its decision.* 

Until the recent order of December 31, 1957 In the Matter of El Paso Natural 
Gas Company, Docket No. G—12948, the fixed policy of this Commission for 
years has been not to require a bond under circumstances similar to those of this 


1 Financial Data as of the Most Recent Available Date 
December 31, 1956 


Net utility plant Other Net working | Long-term Equit 
investments capital debt capit. 


$320,847 ,650. 
© * * 


Amount Latest month for 
collected which revenues 
——< to were collected 
id 


$17, 189, 491 | November 1957. 
5, 759, 672 | November 1957. 
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ease. The experience has been that all refunds finally ordered by this Com- 
mission to be made, have been made and the consumers have been spared the 
great expense of bond premiums. 

To me, this Commission’s requiring a so called corporate undertaking is not 
the equivalent of requiring a bond. It is merely a procedure whereby this 
Commission indicates that it is of the opinion that the public interest will be 
protected by the solvency of the natural gas company. The Company then 
undertakes in writing to do that which this Commission could order it to do 
whether the company made its statement in writing or not. In short, the whole 
process amounts to the Commission’s exercising its good judgment and not 
requiring a bond. 

It is my opinion that there are only two alternatives provided under the 
law (1) to require a bond or (2) not to require a bond. 

Since under similar circumstances this Commission has never heretofore 
(except in the El Paso case, supra) required a bond; since, in my opinion, 
the natural gas company will be financially able to make any refund ordered 
herein and since the following of this new precedent will in effect require bonds 
in all other rate increase cases with the resulting enormous expense to the rate 
payers, I find myself compelled to join Commissioner Digby in dissenting from 
the opinion of the majority in this case. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPD LINE COMPANY, ET AL., DOCKET NO. G-13114, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NEOESSITY* 
(Issued January 20, 1958) 


On August 22, 1957, United Gas Pipe Line Company (United) filed in Docket 
No. G-13114 an application, pursuant to Section 7 (c) of the Natural Gas Act, 
for a certificate of public convenience and necessity authorizing the construction 
and operation of certain natural gas transmission facilities, all in Terrebonne 
Parish, Louisiana, to enable United to receive and transport in interstate 
commerce for resale natural gas produced from certain areas by Humble Oil 
& Refining Company (Humble). 

The proposed facilities are briefly as follows: 

(1) Approximately 13 miles of 16-inch transmission pipeline, with separator 
and appurtenant facilities, to extend from the terminus of United’s existing 
20-inch Kent Bayou Field lateral pipeline to a point in the Halter Island Field 
area. The estimated cost of these facilities is $1,485,750; 

(2) Approximately 7 miles of 8-inch lateral supply pipeline to extend from 
a point of connection with United’s above proposed 16-inch transmission pipeline 
to a proposed meter station to be installed by United on a platform in the 
Bayou Penchant Field, with appurtenant facilities ; 

(3) Two 8-inch lateral supply pipelines approximately 1 mile and 1.1 miles 
long, respectively, each to extend from separate points of connection with 
United’s above proposed 16-inch transmission pipeline to separate proposed 
meter stations to be installed by United on platforms in the Deer Island Field, 
with appurtenant facilities ; 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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(4) Approximately 1.6 miles of 8-inch lateral supply pipeline to extend from 
a point of connection with United’s above proposed 16-inch transmission pipeline 
to a proposed meter station to be installed by United on a platform in the 
Palmetto Bayou Field, with appurtenant facilities ; 

(5) A meter station to be installed on a platform at a point on United's 
above proposed 16-inch transmission pipeline near the end of such line, with 
appurtenant facilities ; 

(6) Approximately 6.7 miles of 8-inch lateral supply pipeline to extend from 
a point of connection with United’s above proposed 16-inch transmission pipe- 
line to a proposed meter station to be installed by United on a platform in the 
Four League Bay Field, with appurtenant facilities; and 

(7) Such other facilities as may be needed from time to time to connect, or 
take additional deliveries from, wells in the subject areas. 

The estimated cost of the proposed facilities, Items 2-7, inclusive, is $1,167,460, 
for a total cost under this application of $2,653,210, which cost will be paid 
from current working funds. 

= * * * ” ~ s 

Humble’s facilities consist of customary lease equipment and field lines. 
Deliveries will be made at United’s proposed meter stations in the fields and 
will commence upon receipt of authorization and completion of facilities. 
United will transport the gas received from Humble commingled with its other 
gas supplies for sale in other states. 

The gas supply which will become available by the operation of the proposed 
facilities is reasonably adequate to justify the construction thereof. 

Pursuant to notice given by the Commission’s order issued on November 27, 
1957, in these dockets, a public hearing was held on January 9, 1958, 
respecting the matters involved in and the issues presented by the applications. 


No petitions to intervene or protests to the granting of the applications have 
been received. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and that the Commission render a decision pur- 
suant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Applicant, United Gas Pipe Line Company, a Delaware corporation 
having its principal place of business in Shreveport, Louisiana, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of November 10, 1942, in Docket No. G—232 
(3 FPO 863). 

(2) The facilities hereinbefore described, as more fully described in United’s 
application in Docket No. G-13114, are proposed to be used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as integral parts of United’s existing pipeline system and the 
construction and operation thereof by United are subject to the requirements of 
Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

m * * * bd o * 

(5) Applicants, United and Humble, are able and willing properly to do the 
acts and to perform the services proposed and to conform to the provisions of the 
Natural Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(6) The proposed construction and operation of the facilities by United and 
the proposed sale of natural gas by Humble, together with the construction and 
operation of any facilities subject to the jurisdiction of the Commission neces- 
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Sary therefor, are required by the public convenience and necessity, and certifi- 
eates therefor should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (ce) (4), amd (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the certificate hereinafter issued to United 
and to the exercise of the rights granted thereunder, and that the time within 
which construction of the facilities authorized by this order shall be completed 
and in actual operation should be fixed at 12 months from the date on which 
this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted, pursuant to Secttion 1.30 
(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing United Gas Pipe Line Company to construct and 
operate the facilities hereinbefore described, all as more fully described in 
its application in Docket No. G—13114 and the exhibits appended thereto, for 
the transportation and sale of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

o * x * + * 2 

(C) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (ec) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

7 + * a * * «© 

(E) The time within which the facilities of United hereby authorized shall 
be constructed and placed in actual operation as provided by paragraph (b) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
is hereby fixed at 12 months from the date on which this order issues. 

- * 7 > + +. 


PACIFIC NORTHWEST POWER COMPANY, PROJECT NO. 2173 
UPON APPLICATION FOR LICENSE 
(Issued January 20, 1958) * 
Syllabus 


1. Commission determines that applicant’s project will not be best adapted 
to a comprehensive plan of development of the water resources of the region 
under Section 10 (a) of the Federal Power Act after finding that the Nez 
Perce project would have more flood control benefits and greater power benefits 
than applicant’s proposed project. P.132. 

2. Commission discusses the fish problem which must be solved at the Nez 
Perce project. P.134. 

8. Commission denies the application for a license by Pacific Northwest. 
P. 137. 


Commissioner Kline dissenting. 

Allen A. Smith and Hugh Smith for Pacific Northwest Power Co. 

Angus McDonald for National Farmers Union, the Montana Farmers Union, 
Oregon Farmers Union, and Idaho State Federation of Labor. 


*Designated Commission Opinion No. 307. Rehearing denied by order issued March 
20, 1958, and accompanying opinion and order issued April 11, 1958, post, p. 353. 
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Robert Y. Thornton, Arthur G. Higgs, and Norman A. Stoll for the State 
of Oregon. 

CO. Girard Davidson, Lyle R. Wolff, Joseph H. Sharlitt, Mrs. Bvelyn H. Cooper, 
and Lucien Hilmer for National Hells Canyon Association and Northwest 
Public Power Association. 

Graydon W. Smith, Attorney General, and 7. J. Jones, III, Assistant Attorney 
General, for Idaho Fish and Game Department. 

John OC. Mason and Joseph B. Hobbs for the staff of the Federal Power Com- 
mission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


OPINION 

There is before us upon exceptions to the presiding examiner’s decision an 
application for a license filed under Section 4 (e) of the Federal Power Act? 
by Pacific Northwest Power Company of Portland, Oregon, for the construction, 
operation and maintenance of a hydroelectric project, composed of the Moun- 
tain Sheep and Pleasant Valley developments, on the Snake River between 
Idaho and Oregon. The presiding examiner would grant a license to Pacific 
Northwest. Because, as will appear below, in our judgment the proposed 
Mountain Sheep-Pleasant Valley project is not “best adapted” to a comprehen- 
sive plan for developing the river within the meaning of Section 10 (a) of 
the Act, we are unable to grant a license as requested for the construction, 
operation and maintenance of that project. 

The application for license was filed on September 7, 1955. The Commission 
permitted intervention by the National Hells Canyon Association, Inc., North- 
west Public Power Association, Montana Farmers Union, National Farmers 
Union, Idaho State Federation of Labor, the Oregon Farmers Union, the State 
of Oregon acting through its Game Commission and Fish Commission, and the 
State of Idaho through its Fish and Game Commission stating that it was 
desirable to allow interveners to present facts and law from which the nature 
and validity of their alleged rights and interests might be determined. Hearings 
were held in Pendleton, Oregon; Lewiston, Idaho; and in Washington, D. C., 
concluding on December 19, 1956. At the hearings Pacific Northwest moved 
that the various petitions to intervene be dismissed on a number of grounds 
including lack of interest in the proceeding. 

On March 8, 1957, Hells Canyon Association filed a petition to reopen the 
record and to continue the proceeding in order to incorporate, among other 
things, the results of a study now under way by the United States Army Corps 
of Engineers further reviewing plans for development of the Columbia River 
Basin, including the stretch of the Snake River involved here. This motion was 
denied by the Commission on March 28, 1957, and the presiding examiner’s 
decision was issued on July 23, 1957. 

In his decision the presiding examiner discussed the features of the Appli- 
cant’s proposed project and the benefits expected to flow therefrom and com- 
pared the proposed project with the alternative Nez Perce project. Although 
he concluded that the Nez Perce project would be an excellent development and 
was superior with respect to flood control, he found that the Mountain Sheep- 
Pleasant Valley project was best adapted to a comprehensive plan for improving 
and developing the middle reach of the Snake River. In addition, he con- 
cluded that development of this reach of the Snake should not be undertaken 
by the United States itself. With respect to the interveners he found that the 


216 U. 8. C. 791a—825r. 
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Northwest Public Power Association and the Hells Canyon Association were 
qualified to participate in the proceeding but that the farm and labor groups 
were not. 

Exceptions were filed to the decision by Pacific Northwest, jointly by Hells 
Canyon Association and Public Power Association, by the State of Oregon, by 
the State of Idaho and by the Staff of this Commission. At the time excep- 
tions were filed Hells Canyon Association and Public Power Association, and the 
State of Oregon by motion, requested delay in our decision pending further 
study by the Corps of Engineers and the Oregon Water Resources Board. 

The Applicant, Pacific Northwest, is an Oregon corporation whose two 
thousand shares of common stock outstanding are owned equally by The 
Montana Power Company, Washington Water Power Company, Portland General 
Electric Company and Pacific Power and Light Company. The board of di- 
rectors of Pacific Northwest is made up of two officials of each of these four 
companies, which are operating utilities doing an electric power business in 
the northwest part of the United States. Portland General Electric serves 
an area in Oregon, including the cities of Salem and Portland; Montana Power 
serves an area almost wholly confined to the State of Montana; Washington 
Water Power serves customers in northern Idaho and the northeastern portion 
of the State of Washington; Pacific Power and Light serves areas in Oregon, 
Wyoming, Washington, northern Idaho, and western Montana. 

The Snake River is the largest tributary of the Columbia River. The Col- 
umbia River Basin is described by the United States Army Corps of Engi- 
neers (House Document No. 531, 8lst Congress, 2nd session) as the largest 
present producer and the largest potential source of hydroelectric power on 
this continent, as the primary salmon-producing stream in the United States 
and as carrying active barge navigation over 300 miles inland. 

At river mile 324 the Columbia is joined by the Snake which is 1073 miles 
in length. Arising in Wyoming, the Snake flows west across Idaho to the 
Oregon border, north along the border through a broad, flat valley and through 
Hells Canyon in a mountainous area and eventually west to enter the Columbia 
near Pasco, Washington. Between Hells Canyon and its confluence with the 
Columbia, the Snake is joined by the Imnaha, Salmon, Grande Ronde, and 
Clearwater Rivers in that order. The Commission has found that “The Snake 
River from its junction with the Columbia River up to the mouth of Henry’s 
Fork is a navigable water of the United States.” Idaho Power Company, 14 
F. P. C. 55, Op. No. 283, Project No. 1971, August 4, 1955. Henry’s Fork is 
approximately at river mile 868 above the mouth of the Snake River. 

The proposed Mountain Sheep dam would be located at river mile 192.8 
about 4.5 miles upstream from the confluence of the Salmon with the Snake 
and one mile upstream from the mouth of the Imnaha. It would be a gravity 
type concrete dam 255 feet high to develop a head of 163 feet. The development 
would include a pond with a normal pool elevation at 1113 feet above sea level 
and with usable pondage of about 46,000 acre-feet utilizing a drawdown of 
30 feet, and a powerhouse having an installed generating capacity of 282,000 
kilowatts initially and 376,000 kilowatts ultimately. 

The proposed Pleasant Valley dam would be constructed about 20 miles up- 
stream from the Mountain Sheep dam and in the upper limits of the Mountain 
Sheep pool. It would be an arch-type concrete dam 534 feet high and would 
develop a head of 377 feet. The reservoir with normal pool elevation at 1490 
feet would extend upstream to the low Hells Canyon site (Project No. 1971) 
and would have, with a drawdown of 104 feet, a usable storage capacity of 
500,000 acre-feet. The powerhouse would have an installed generating capacity 
of 720,000 kilowatts initially and 864,000 kilowatts ultimately. 
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The record shows that the proposed project would be integrated both hy- 
draulically and electrically with the Northwest Power Pool, which is an or- 
ganization made up of a number of electric power systems (including the four 
affiliated companies) operating in Utah, Montana, Idaho, Oregon, Washington 
and British Columbia. With the initial installation it has been estimated that 
the average at-site dependable capacity and the average at-site annual usable 
energy of the project would be 1,002,000 kilowatts and 5.31 billion kilowatt- 
hours, respectively ; and that the average at-market dependable capacity and 
average at-market annual usable energy would be 923,844 kilowatts and 5.04 
billion kilowatt-hours, respectively. The evidence shows that the two dams will 
be stable and will fully develop the head at their respective sites and that the 
capacity and energy that could be produced by the proposed project could be 
utilized in the Pacific Northwest area as soon as it could be made available. 

It is clear from the record that the proposed project would have engineering 
and economic feasibility under conventional financing methods whether actual 
cost would be approximately equal to the cost as estimated by Applicant or 
by the Commission Staff. 

Before a license may be issued under the Federal Power Act the project 
involved must be such as in the judgment of the Commission will be best 
adapted to a conprehensive plan of development of the water resources of the 
region.’ 

Whenever there is more than one possible project that in combination with 
others may develop the stretch of the river involved, we are authorized to grant 
a license only for the one which in our judgment will be “best adapted” to the 
purposes of Section 10 (a). Cf. National Hells Canyon Association v. F. P. C., 
237 F. 2d 777, 783, 784, (CADC), certiorari denied 353 U. S. 924. With re- 
spect to the comprehensive plan, it must be one that will permit development 
of all of the beneficial uses of the water resources that are reasonably neces- 
sary and desirable. Both of these, of course, involve matters which are not 
determinable on mathematical computations alone, but require us to consider 
the potentialities of the particular project on the river with which we are 
concerned. 

There is before us in this proceeding the report prepared by the Corps of 
Engineers of the United States Army filed with the Congress in 1948, known as 
House Document 531, 8ist Congress, 2d session, setting forth a broad plan for 
the development of the water resources of the area in the interest of flood 
control, navigation, power, irrigation and related water uses. This plan, de- 
scribed in the record here as comprehensive in scope but flexible in outline, 
includes a system of levees and reservoirs to control the floods on the lower 
Columbia River to 800,000 cubic feet per second (cfs) at The Dalles, which 
system of levees and reservoirs has been referred to as the “Main Control 
Plan.” It involves construction or modification of a number of projects in the 
Columbia River system with particular attention to flood control. Additional 
projects were recommended in a more recent report, dated June 1, 1955, which 
appears as Senate Document No. 51, 84th Congress, 1st session. Since that 
time the Corps of Engineers has been asked to review the original report, H. 





* Section 10. All licenses issued under this Part shall be on the following conditions: 
(a) That the project adopted, including the maps, plans, and specifications, shall be 
such as in the judgment of the Commission will be best adapted to a comprehensive plan 
for improving or developing a waterway or waterways for the use or benefit of interstate 
or foreign commerce, for the improvement and utilization of waterpower development, and 
for other beneficial public uses, including recreational purposes; and if necessary in order 
to secure such plan the Commission shall have authority to require the modification of any 


project and of the plans and specifications of the project works before approval. [41 Stat. 
1068 ; 49 Stat. 842; 16 U. S. C. 803.] 
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D. 531, with respect to flood control, navigation, hydroelectric power and all 
related water uses. A resume of its preliminary findings to date has been 
embodied in an information bulletin attached to a notice of public hearing 
dated September 28, 1957. At the oral argument we were requested to take 
official notice of this document. As this document is preliminary in nature, and 
as we already have before us the previous reports supplemented by the testi- 
mony of a witness from the Corps of Engineers, we do not believe it in the 
public interest to take official notice of this preliminary report. However, it 
would not appear that the report would alter in any material degree our find- 
ings or conclusions herein. 

In presenting studies of the comparative merits of the proposed Mountain 
Sheep-Pleasant Valley project the Staff of this Commission developed two 
alternative plans for the middle reach of the Snake River between the Hells 
Canyon project and the sites on the Lower Snake authorized for federal 
development. These plans, designated “Plan I” and “Plan II”, would develop 
the same available head and would be mutually exclusive. 

Plan I would consist of a large project, known as the Nez Perce project, 
located at river mile 186 about 2.5 miles downstream from the mouth of the 
Salmon River and a potential High Asotin project located downstream from Nez 
Perce at river mile 151. Plan II would comprise the proposed Mountain Sheep 
and Pleasant Valley developments on the Snake; a potential project known 
as the China Gardens project on the Snake below the mouth of the Salmon 
at river mile 176; a potential Low Asotin project still farther down on the 
Snake at river mile 151; and a large potential project on the Salmon River at 
river mile 3.7 known as the Lower Canyon project. 

Either plan would develop the head available between a point (river mile 
151) about 10 miles upstream from Lewiston, Idaho, and the Hells Canyon site 
under license in Project No. 1971 (river mile 248), amounting in all to 730 
feet. The principal feature of Plan I is the Nez Perce dam and reservoir, 
which, being located immediately below the mouth of the Salmon, would store 
the waters of both the Salmon and the Snake Rivers. Nez Perce would inundate 
the sites of the proposed Mountain Sheep and Pleasant Valley developments and 
like the reservoir of the latter development in Plan II would extend up the 
Snake to the Hells Canyon site at river mile 248. 

The Nez Perce project in Plan I would develop a head of 595 feet, create 
a reservoir operating at maximum normal pool elevation of 1490 feet and 
provide usable storage in the amount of 3,900,000 acre-feet. The Lower Canyon 
project in Plan II would develop a head on the Salmon River in the amount of 
542 feet, create a reservoir operating at maximum normal pool elevation of 
1490 feet and provide usable storage in the amount of 1,560,000 acre-feet. The 
total storage usable for flood control under Plan I would be 3,900,000 acre- 
feet and under Plan II would be 2,060,000 acre-feet. 

It is readily apparent from the studies presented in House Document 531, in 
Senate Document No. 51, and from those prepared by the Staff for the Middle 
Snake Basin that any combination of projects which includes Nez Perce is 
consistently superior to any combination of projects which does not include Nez 
Perce. Nez Perce, together with existing storage and that under construction 
in the Snake Basin above the mouth of the Salmon, would supply all the storage 
needed to control the flows of the Salmon and the Middle Snake River above the 
Nez Perce site for the prevention of flood damage downstream on the Columbia, 
for economic power development and for other beneficial public purposes. The 
means for passing anadromous fish at the Lower Canyon project in Plan IT 
presents the same problem as that at the Nez Perce project in Plan I. 
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Plan I is superior to Plan II because the Nez Perce project would provide 
more storage capacity (almost twice that of Plan II) at a site where the 
storage can be utilized to control the flows of the Imnaha, Salmon and Snake 
Rivers with one dam rather than at separate dams on the Snake and Salmon 
Rivers, and because Nez Perce would provide better utilization of that storage re- 
sulting in almost twice the flood control benefits and substantially greater power 
benefits at site and at downstream projects at a cost which is substantially less 
than the value of the benefits. It is also noted that from an engineering and eco- 
nomie standpoint, the Corps of Engineers considers that the Nez Perce project is 
undoubtedly the most attractive development in the Middle Snake Basin (H. D. 
581, p. 219; S. Doc. 51, p. 113). In addition, it is apparent from the record 
that the Nez Perce development would be economically feasible for private 
financing and construction as well as for federal financing and construction. 

Turning now to a discussion of the flood control problem, we note that 
in its Main Control Plan (H. D. 531) the Corps of Engineers recommends a 
number of projects on the Columbia River and its tributaries with the object 
of limiting the flow on the Columbia to 800,000 cfs at The Dalles where it had 
risen to 1,240,000 cfs in 1894 and to 1,010,000 cfs in 1948 when it caused 
damage of $78,800,000 along the lower Columbia River. The report states 
that to limit the flow to 800,000 cfs at The Dalles would require only 14,300,000 
acre-feet if it could be located at that point, but would require a total of 
something like 20,000,000 to 21,000,000 acre-feet farther up on the Columbia 
River or its tributaries at the sites of possible projects. As pointed out below, 
a part of this required storage will be supplied by construction of reservoirs 
originally recommended as part of the Main Control Plan and the remainder 
must be supplied by other combinations of projects. Although the Main Control 
Plan contemplated usable storage of 2,300,000 acre-feet on the Snake in the 
Hells Canyon reach and did not recommend the Nez Perce project or any 
project on the Salmon River, it is clear from the testimony of the witness 
furnished by the Corps of Engineers that at least the storage capacity at Nez 
Perce, assumed by the Corps to be 3,650,000 acre-feet, plus 1,000,000 acre-feet at 
Brownlee, will be needed to control the Snake and Salmon Rivers. 

Of the total amount of storage needed under the Main Control Plan only 
5,190,000 acre-feet is presently available; this being at the Hungry Horse 
project on the Flathead River, Grand Coulee project on the Columbia, Palisades 
project on the upper reaches of the Snake and, in small amount, from the proj- 
ects on the Payette and Boise Rivers, which are tributaries of the Snake. 

There is a present outlook for an additional 4,700,000 acre-feet from projects 
proposed in the Main Control Plan. Part of this amount will be obtained at 
Priest Rapids and John Day on the Columbia, and at the Brownlee development 
in the Hells Canyon reach. The remaining storage capacity is at Grand Coulee, 
but may not be utilized for flood control until low level outlets are installed 
for that purpose.’ 

The other remaining storage possibilities recommended in the Main Control 
Plan in H. D. 531 include Glacier View and Libby. However, the potential 
Glacier View project on the Flathead River is objected to by recreation and wild- 
life interests because it would flood part of a national park, and the potential 


* The Main Control Plan contemplated storage capacity of 2,300,000 acre-feet in the Hells 
Canyon reach of the Snake River whereas the project authorized by our license will provide 
1,000,000 acre-feet of storage capacity. The Priest Rapids project as licensed pursuant to 
Public Law 544, 83d Congress, 2d session (68 Stat. 573) and the Federal Power Act will 
provide 500,000 acre-feet rather than 2,100,000 acre-feet as contemplated by the Control 
Plan. Furthermore, it has been recommended that storage at the proposed federal John 
Day project be reduced from 1,400,000 acre-feet to 500,000 acre-feet because of objections 
made to flooding the area required to provide the 1,400,000 acre-feet. 
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Libby project on the Kootenai River has been delayed because it is located 
partly in Canada. In their June 1955 Report (S. D. No. 51) the Corps of 
Engineers recommended to Congress that the Bruces Eddy and Penny Cliffs 
projects on the Clearwater River be authorized as part of the Main Control 
Plan so as to provide 3,733,000 acre-feet of usable flood control storage. 

The Nez Perce project which the record in this proceeding shows would make 
available 3,900,000 acre-feet of flood storage, would fulfill the additional storage 
need on the Salmon River and on the Snake River above the site. Its capacity 
would be at a point where it would be effective and yet located in a remote, 
undeveloped area where no serious problems would be caused relating to the 
creation of its reservoir. Furthermore, the dam would be particularly effective 
because it would control flood waters coming from either the Salmon or the 
Snake, which might or might not coincide, so that a very efficient use of storage 
capacity would be achieved. As also pointed out by the report of the District 
Engineer included in S. D. No. 51, the Nez Perce project, in conjunction with 
the Brownlee dam licensed by us, or equivalent upstream storage, would provide 
complete control of both the Salmon and Snake Rivers for all known floods, 
and in conjunction with projects studied on the Clearwater River would provide 
full control of the lower Snake River with corresponding proportional control 
of Columbia River floods below The Dalles. (p. 112). The reason the Corps 
of Engineers did not recommend the Nez Perce project was because it was 
deemed a threat to the downward passage of salmon fingerlings from spawning 
areas on the Salmon and Imnaha Rivers (p. 33), a matter which will be 
discussed below. 

On the other hand, it seems clear to us that the Mountain Sheep-Pleasant 
Valley project with its storage of 500,000 acre-feet would provide much less 
than the possible usable storage on the middle reach of the Snake. Furthermore 
Plan II, which includes the Lower Canyon project with its 1,560,000 acre-feet 
of storage, would likewise not realize the storage possibilities and needs on the 
river, and would be subject to the same disadvantages with respect to the fish 
runs as Nez Perce without the advantages of the latter project. Therefore, 
with respect to flood control, so important to downstream communities and 
agricultural and industrial development, the Mountain Sheep-Pleasant Valley 
project and the Lower Canyon project are not nearly as well adapted for the 
purpose of developing the rivers as the Nez Perce project. 

The presiding examiner was of the opinion that any lack of storage because 
of the Mountain Sheep-Pleasant Valley project could be made up elsewhere on 
the Snake River and its tributaries above the Nez Perce reservoir. Some of 
this would be in the Salmon Basin where storage projects would be as great 
a hindrance to the movement of fish as Nez Perce itself and would have the 
further disadvantage of flooding fish spawning areas which would not be 
affected by Nez Perce. Furthermore, all of these Salmon Basin sites have not 
been shown to be economically feasible, and the more recent report of the Corps 
of Engineers, 8S. D. No. 51, lists only five sites on the Salmon which may 
warrant consideration for flood control. As for the other undeveloped sites 
on the Snake, their economical and engineering feasiblility has not been shown, 
and their justification would depend in part on irrigation. In any event, the 
additional flood control storage needed in the Snake Basin above the mouth of 
the Clearwater River for control of the lower Columbia can be better provided 
by the Nez Perce project than by the other possible projects considered by the 
presiding examiner. 

On considering the power benefits, we find that the power output attributable 
to the Nez Perce project (at-site and downstream) would be over two-thirds 
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more than the power output attributable to the Mountain Sheep-Pleasant Valley 
project. With the initial power installation the estimated average dependable 
capacity of the Mountain Sheep-Pleasant Valley project at-site is 1,002,000 
kilowatts and its estimated annual usable energy Output at the site is 5.31 
billion kilowatt-hours, compared with 1,672,000 kilowatts and 7.82 billion kilo- 
watt-hours initially for a possible Nez Perce project. In addition to the at-site 
generation Nez Perce, because of its greater water storage capacity, would 
confer substantially greater benefits with respect to the generation of power 
at downstream projects than would the Mountain Sheep-Pleasant Valley project. 
This difference in power output arises in part from the fact that the Nez Perce 
project would develop a slightly higher head but the difference arises to a 
greater extent from the larger storage in Nez Perce and its utilization of the 
flows of the Salmon and Imnaha Rivers in addition to the flow of the Snake. 

While the output of the Mountain Sheep-Pleasant Valley project could be 
used immediately by the affiliated companies it does not appear that our failure 
to grant a license for this project need affect adversely the power situation in 
the northwest area. The record indicates that there are enough hydroelectric 
projects under active consideration which when taken with those existing, 
under construction and scheduled, could make available power to supply electric 
loads until the Applicant or its four affiliates could develop other sources of 
supply. 

The Corps of Engineers’ Main Control Plan is also concerned with benefits 
to navigation. The Control Plan contemplates slack water navigation up to 
Lewiston, Idaho, and thirty miles farther upstream upon an improvement made 
in the channel. While the Mountain Sheep-Pleasant Valley developments, 
themselves, would provide no navigation benefits, both Plan I and Plan II 
would provide substantially the same navigation benefits by the release of 
water from the various dams to maintain stream flow. 

Applicant’s project and Nez Perce as well as other possible projects would 
provide recreational benefits through the pools created in areas suitable for 
outdoor activities although these benefits were not evaluated in monetary form 
in the record. 

A matter of considerable controversy in this proceeding has been the relation 
of a possible Nez Perce project to the fish runs on the Columbia River. This 
river, as is noted above, is one of the great producers of salmon and steelhead 
trout which are known as anadromous fish because of their life cycle in which 
they hatch from eggs in the fresh water of the various rivers, pass downstream 
as fingerlings to the sea where they attain their growth, and return as adults 
upstream to fresh water where they lay their eggs and most species die. The 
anadromous fish of the Snake River include predominantly spring and fall 
chinook salmon and steelhead trout although a small number of blueback or 
sockeye are found. 

About 25% of the entire Columbia River salmon and steelhead production 
occurs in the Snake River Basin above the Nez Perce site. It has been estimated 
that the annual value of the fish production above the Nez Perce site is 
$5,250,000, of which $1,050,000 is attributable to the production upstream from 
the Mountain Sheep dam site. The remainder in the amount of $4,200,000 is 
attributable to fish production in the Salmon and Imnaha Rivers, but principally 
the Salmon River. It was also stated in the record that the Salmon River sport 
fishing in Idaho has an annual value of approximately $1,500,000. Both of 
these eStimates represent the gross value of fish. The $5,250,000 estimate 
represents commercial value of the fish and should be reduced by an amount 
equal to the cost of taking, processing and marketing the fish. The estimate 
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of the value of sport fishing does not represent net value since the estimate is 
made up of the total of the gross expenses incurred by sports fishermen in 
taking the fish and does not necessarily bear any relationship to the market 
value of the fish. Furthermore, the reservoirs would create sport fishing and 
other recreational values. 

For the upstream passage of fish over high dams there are several methods 
that may be utilized that are reasonably successful, such as ladders, lifts and 
locks. Although no method for downstream passage with comparable success 
has been proven, recently the fishery experts have made great strides in the 
development of methods and facilities for such passage as a result of studies 
and research carried out under Federal Power Commission licenses in connec- 
tion with the Mayfield project on the Cowlitz River (Project No. 2016, 10 F. P. C. 
424), the Pelton project on the Deschutes River (Project No. 2030, 10 F. P. C. 
445), the Baker project on the Baker River (Project No. 2150, 15 F. P. C. 1496), 
and the Brownlee development on the Snake River referred to above. Regard- 
less of the method utilized for passage of downstream migrants at high dams, 
it is apparent that the need for such facilities would be as great at the Lower 
Canyon project in Plan II as would be the need for such facilities at Nez Perce 
in Plan I. 

The most promising method is to provide that the intakes to the generating 
units be located far below the surface of the water so that downstream migrants 
will not be drawn into the turbines. At the same time one or more devices, 
known as “skimmers,” would be constructed to operate at or near the surface 
of the pool. This device would draw in water so as to produce a current which 
would attract the fingerlings. Most of the water would be drained off to be 
returned to the pool while the fingerlings through flumes or other means would 
be deposited in the tail race of the dam or otherwise collected for proper dis- 
position in downstream areas. This system has been recently installed at 
Portland General Electric Company’s Pelton project on the Deschutes River in 
Oregon. The Secretary of the Interior recommends the installation of the skim- 
mer device at the Brownlee dam on the Snake River. 

In spite of this promising outlook it is urged that the fish problem at Nez 
Perce may never be solved successfully. In connection with the Mayfield 
project we decided that a fair and reasonable balance of interests could be 
struck, City of Tacoma, 10 F. P. C. 424, 431. There was testimony in the 
present case that the skimmer proposed for Mayfield should function reason- 
ably well for the protection of downstream migrants and installation was 
justified on the basis of present knowledge and in view of the fact that Mayfield 
was under construction. The record shows that the biological problem at Nez 
Perce is generally similar to that at other high dams, but that the engineering 
problem increases with the drawdown of the reservoirs. We are of the view 
that this engineering problem is no greater than many others that must be 
solved in connection with any project of the size of Nez Perce. 

The Hells Canyon Association and the Public Power Association have advo- 
cated federal development of the Nez Perce project, while the presiding exam- 
iner concluded against the development of the middle reach of the Snake River 
by the United States itself. The two associations excepted to his conclusion, 
and the State of Oregon expected to the reasons given by him in support of his 
conclusion and requests that the matter be left for determination after addi- 
tional studies now underway are completed. 

There is nothing in this record which convinces us that the Nez Perce project 
could not be constructed under a license issued pursuant to the provisions 
of the Federal Power Act. However, since we are not issuing a license for 
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the proposed project and are not requiring the Applicant to amend its plans 
to include the Nez Perce project, we do not reach the issue usually presented 
by Section 7 (b).* 

Pacific Northwest has excepted to the presiding examiner’s denial of its 
motion to dismiss the interventions of the Hells Canyon Association and the 
Public Power Association contending that neither of these organizations had 
standing to intervene. The presiding examiner granted Pacific Northwest's 
similar motion with respect to the Montana Farmers Union, Oregon Farmers 
Union, National Farmers Union and Idaho Federation of Labor saying that 
the interests of these farm and labor organizations were not such as to fall 
within the scope of Section 308 (a) of the Act and Section 1.8 (b) of our Rules 
so as to permit them to intervene. By our orders issued March 12, 1956, and 
June 22, 1956, we permitted all of the above organizations to intervene in this 
proceeding. The issue before us now is whether upon the record the organiza- 
tions have shown that they had standing to intervene and a right to be heard. 
We conclude that each organization has made such a showing and there is no 
reason to dismiss their interventions granted by our previous orders. Cf. 
United States v. F. P. C., 345 U. 8. 153, 156. 

In their exceptions Hells Canyon Association and Public Power Association 
request that decision be deferred until the completion by the Corps of Engi- 
neers of a re-study of the Main Control Plan for the Columbia River and by 
the Oregon Water Resources Board of a study of the Middle Snake River. 
The State of Oregon has filed a motion stating there is now pending before 
its Water Resources Board, newly formed under a 1955 statute, an appli- 
eation by Pacific Northwest to construct the Mountain Sheep-Pleasant Valley 
project, that this Board has entered into a study of the Middle Snake, and 
that the State would like to have opportunity to present to the Commission 
its affirmative position when formulated, and asking, therefore, that final de 
cision be delayed until this may be accomplished. In view of the fact that we 
are denying the application for the license there is no reason for us to delay 
our decision. 

Furthermore, in view of the denial of the application it will not be necessary 
to consider other issues raised before the presiding examiner. 


The Commission finds: 


(1) The Mountain Sheep-Pleasant Valley project proposed by Pacific North- 
west on the Middle Snake River in Idaho and Oregon would occupy lands 
of the United States and would be located in and along a section of the Snake 
River which has been found to be a navigable water of the United States. 

(2) The Mountain Sheep-Pleasant Valley project is not best adapted to a 
comprehensive plan for improving or developing a waterway for the use or 
benefit of interstate or foreign commerce, for the improvement and utilization 
of water power development, and for other beneficial public uses, including 
recreational purposes. 

(3) Hells Canyon Association, Public Power Association, Montana Farmers 
Union, Oregon Farmers Union, National Farmers Union and Idaho Federation 


*Section 7 (b) of the Federal Power Act provides: 

Whenever, in the judgment of the Commission, the development of any water re- 
sources for public purposes should be undertaken by the United States itself, the Com- 
mission shall not approve any application for any project affecting such development, 
but shall cause to be made such examinations, surveys, reports, plans, and estimates 
of the cost of the proposed development as it may find necessary, and shall submit its 
findings to Congress with such recommendations as it may find appropriate concerning 
such development. [41 Stat. 1067, 49 Stat. 842; 16 U.S. C. 800.] 
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of Labor are persons whose participation in the proceeding is in the public 
incerest. 
The Commission orders: 

(A) The application for a license for the Mountain Sheep-Pleasant Valley 
project (Project No. 2173) by Pacific Northwest is hereby denied. 

(B) The motions filed by Pacific Northwest that the petitions to intervene 
filed by Hells Canyon Association, Public Power Association, Montana Farmers 
Union, Oregon Farmers Union, National Farmers Union and Idaho Federation 
of Labor be dismissed are hereby denied. 

(C) The request by the Hells Canyon Association and the Public Power 
Association and the motions by the State of Oregon that our decision herein 
be delayed is hereby denied. 

Commissioner Kline dissenting. 


TEXAS EASTERN TRANSMISSION CORPORATION, G—2503, G—9784, G—9785, 
G-9786; TEXAS BASTERN PENN-JERSEY TRANSMISSION CORPORA- 
TION, G-9787 


ORDER ADOPTING DECISION OF PRESIDING EXAMISER 
(Issued January 22, 1958) * 
Syllabus 


Commission issues certificate of public Convenience and necessity under Sec- 
tion 7 of the Natural Gas Act to Texas Eastern authorizing the construction 
and operation of facilities and also authorizes Texas Eastern under Section 
7 (b) of the Natural Gas Act to abandon certain facilities. The order per- 
mitting abandonment contains some conditions proposed by the barge inter- 
veners. P. 141. 

For a listing of all of the appearances entered in this proceeding, please refer 
to 19 PUR 3d 78, 79. In the December 23, 1957, session of the hearing in this 
matter, statements were made by the following: 

Harold Leventhal for Chotin Towing Corp., Greenville Towing Co., Inc., 
and the Comet River Co., et al., Interveners. 

Charles I. Thompson and Keith M. Pyburn for Texas Eastern Transmission 
Corp. 

Edward 8. Kirby for Public Service Electric and Gas Co. 

William L. Brunner for the staff of the Federal Power Commission. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 

The presiding examiner’s decision in these matters was issued on January 
9, 1958, and no exceptions have been filed thereto. The Commission has con- 
sidered the record in these matters, the briefs filed in the above entitled mat- 
ters, and the decision of the presiding examiner, and finds that such decision 
should be adopted as the decision of the Commission. 


The Commission orders: 


The decision of the presiding examiner issued herein on January 9, 1958 is 
hereby adopted and shall become effective as the decision of the Commission 
as of the date of issuance of this order. 


*Initial decision appears on p. 188, 
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DECISION 


UPON AN APPLICATION FOR PERMISSION TO ABANDON CERTAIN NATURAL GAS FACILI- 
TIES AND FOR A CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY AUTHORIZING 
CONSTRUCTION AND OPERATION OF FACILITIES TO REPLACE THOSE REMOVED FROM 
NATURAL GAS SERVICE 


(Issued January 9, 1958) 


CosTELLo, Presiding Examiner: This is an intermediate decision on a matter 
which has been in constant litigation either before this Commission or before 
the courts on review, since July 26, 1954. It involves to some extent Texas 
Eastern Transmission Corporation’s widespread activities in the field of natural 
gas transmission and supply but it also involves the Texas Eastern plan to utilize 
facilities hitherto used for transportation of natural gas in interstate commerce 
for the transportation of clean petroleum products in interstate commerce— 
the latter being itself a commercial venture of tremendous economic conse- 
quence. 

During the period the legality of the decision procedure employed by the 
Commission has been subjected to scrutiny, virtually all of the preparatory 
physical acts looking toward use of the Little Inch pipe line for petroleum 
transportation have been accomplished. It has been the recognition of this 
advanced state of conversion’ of the facilities which, among other things per- 
haps, has caused the litigants in this matter to arrive at the conclusion that 
further contest would be time-consuming and costly and of no real benefit to 
their principals or to the public. This case, therefore, may be disposed of 
summarily, in the absence of considerations of the public interest over and above 
those interests which have been espoused by the parties. 


The Facts 


The Commission’s Opinion No. 303 and Order issued June 21, 1957, began 
with a statement of the “background and elements of the case in extenso” by 
which the Commission hoped “to preclude any claimed misunderstanding of 
the issues considered and determinations reached here.” While the Commission’s 
order was remanded by the United States Court of Appeals for the District of 
Columbia Circuit on November 1, 1957 (F. 2d) “for further proceedings not 
inconsistent with this opinion” it is clear that the Court’s review of the 
matter was limited to “whether the order under review is invalid by reason of 
the fact that the authority it grants is not an ‘initial license’”. And this 
question had become significant by reason of the omission of the intermediate 
decision procedure by the Commission in arriving at the Opinion and Order 
now reported in Volume 17 of the Federal Power Commission Reports at 
page 848 et seq? 

While the Commission’s order became inoperative by reason of the action of 
the Court, the opinion and order remain as a procedural chapter in the over-all 
proceeding and, of course, remain in the official records and published reports 
of the Commission for all the world to see. There is no reason, therefore to 
tortuously backtrack through all of the procedural facts which antedate the 
issuance of the Commission action reported in Volume 17 of the Commission’s 
Reports. For that reason, that portion of Opinion No. 3083 which has been 
reported at pages 844 through 848 of 17 FPO under the heading “Procedural 


1 Sometimes referred to as “reconversion” since the Little Inch was designed and used 
initially for transportation of liquids. 
2 Also reported in full in 19 PUR 3d 76. 
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Background and Nature of the Case” is hereby adopted, insofar as that portion 
of the Opinion states facts and describes events. The portions of the extract 
which characterize the parties or the validity of their contentions are not 
material at this point in the proceeding. 

Following the issuance of the aforementioned opinion and order, the inter- 
veners comprised of the barge interests and the City of Pittsburgh filed appro- 
priate applications for rehearing, pursuant to the statute, and on August 9, 
1957, these applications were denied by the Commission. This order which is 
in the nature of a supplement to Opinion No. 303 appears at 18 FPC 147 et seq. 

In August, 1957, the barge interests and the City of Pittsburgh filed petitions 
for judicial review of the Commission’s order, but, as has been observed, the 
review which gave rise to the Court’s November 1, 1957 opinion and order did 
not reach the merits of the Commission’s order but was limited in scope to the 
question of whether the Commission’s action in omitting the intermediate de- 
cision procedure was in accordance with law. This question was decided 
adversely to the respondent Commission, and the Commission’s final order was 
remanded for further proceedings not inconsistent with the opinion. 


The Settlement 


As may be seen from the foregoing, there was developed a situation perhaps 
novel in the history and practice of administrative law wherein a hearing 
eXaminer would be called upon to render a completely objective decision, 
recommendation, or report, upon a matter which had been fully considered and 
decided by the Commission. 

Text writers and scholars must be left to speculate how this would have 
worked out, for the parties to this matter and the Staff of the Commission 
have announced their willingness to forego further litigation on this matter 
and the barge interests have stated, through their counsel in the session of the 
hearing which was held on December 23, 1957, that if certain conditions are 
included in the authorization granted to Texas Eastern, that authorization to 
utilize the Little Inch pipe line for petroleum products transportation will not 
be further contested or opposed either before the Commission or the courts. 
The announcement of this accord by the barge interveners and Texas Eastern 
paves the way for rehabilitation of the authorization heretofore granted by 
the Commission, and also makes unnecessary further detailed study and 
analysis of the voluminous record and the comprehensive briefs.* It must be 
assumed that foreknowledge of this turn of events prompted the Commission 
in its December 5, 1957 order remanding the matter to the hearing examiner 
and fixing the date for further hearing, and in its January 2, 1958 order com- 
pressing the period for the filing of exceptions to the examiner’s decision to 
direct the examiner to “prepare his decision as expeditiously as possible”. It 
is obvious that no serious reappraisal of the record and all of the issues and 
contentions could be accomplished in a matter of a few days at the year’s end.‘ 
These comments are made only to point up the fact that this is in the nature 
of a report of settlement and thus is atypical of examiner’s decisions. 

It is intended as no more than the parties want it to be, an epilogue syn- 
thesizing the essential elements of the Commission’s June 21, 1957 order to 


* Counsel for the City of Pittsburg, in a letter dated December 19, 1957, addressed to the 
Secretary of the Commission and which was made a part of the record stated that the 
City would “not take a position either in support of, or in objection to, the application” 
and that the City had decided “to discontinue the opposition which in the past it interposed 
to the conversion application.” 

«Part B of the hearing was concluded on February 6, 1957. The Commission’s Opinion 
No. 303 was issued June 21, 1957, some four months later. 




















































































































































140 FEDERAL POWER COMMISSION 






which have been added the conditions proposed by the barge interveners which 
will make palatable the action of the Commission permitting their new com- 
petitor to proceed. 


FINDINGS 


(1) Texas Eastern Transmission Corporation is a natural-gas company within 
the meaning of the Natural Gas Act, as the Commission has heretofore found. 

(2) The proposed facilities described in Opinion No. 303 as the “maximum” 
facilities in docket No. G-—9784, and also described in opinion No. 296 and 
accompanying order are to be used in the transportation and sale of natural 
gas in interstate commerce for resale, subject to the jurisdiction of the Com- 
mission, and the construction and operation thereof by Texas Eastern are sub- 
ject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Texas Eastern is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The pipeline facilities described in Opinion No. 303 and also full de- 
scribed in opinion No. 296 and accompanying order, 16 F. P. C. 27, which Texas 
Eastern proposes in docket No. G—2503 to abandon insofar as its interstate 
operation is concerned, are subject to the jurisdiction of the Commission, and 
the abandonment, as proposed by Texas Eastern, is subject to the provisions 
of subsection (b) of Section 7 of the Natural Gas Act. 

(5) Construction and operation of the maximum facilities proposed by 
Texas Eastern referred to above, less the Hampton, Arkansas and Newton, 
Texas laterals, are required by the public convenience and necessity, and a 
certificate therefor should be issued. 

(6) The proposed abandonment of the pipeline facilities heretofore described 
is permitted by the present and future public convenience and necessity, and 
permission and approval to abandon should be granted. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (c) (2), (ce) (8), (ec) (4), 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act [18 CFR 157.20] should attach to the certificate hereinafter issued and 
to the exercise of the rights granted thereunder. 

(8) Certain conditions have been proposed for inclusion in the Commission’s 
order permitting abandonment of the natural gas facilities involved herein, 
such conditions having been designed as safeguards against operation by 
Texas Eastern of the converted natural gas facilities for the transportation 
of petroleum products in a manner which would conflict with the Interstate 
Commerce Act or the national transportation policy. 

(9) The conditions sought to be included by the barge interveners are not 
regarded by Texas Hastern as necessary for the protection of the public or any 
segment thereof, but Texas Eastern has stated its willingness to accept a 
certificate and an order permitting abandonment of the facilities in question 
which would contain the proposed conditions which are set forth in subpara- 
graphs (iv) (v) and (vi) of Paragraph (C) below. Since the conditions pro- 
posed by the barge interveners have not been opposed by any party or by the 
Staff of the Commission, are reasonable, and do not appear to be inconsistent 
with the public interest, they should be included in this authorization if for 
no other reason than the effect they will have of accelerating the conclusion 
of this proceeding. 
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ORDER 


Wherefore it is ordcred, subject to review by the Commission pursuant to 
the provisions of its Rules of Practice and Procedure and its order issued Jan- 
uary 2, 1958, in this matter, that: 

(A) A certificate of public convenience and necessity is hereby issued author- 
izing Texas Eastern Transmission Corporation to construct and operate the 
“maximum” facilities heretofore described in Opinion No. 303 and also Opinion 
No. 296 and accompanying order issued October 9, 1956, proposed in Docket 
No. G-9784, as amended, including the Booth Compressor Station, and less 
the Hampton, Arkansas and Newton, Texas laterals. 

(B) The permission and approval of the Commission for the abandonment of 
the facilities heretofore described in Opinion No. 303 and also described in 
Opinion No. 296 and accompanying order, as set forth in the application in 
Docket No. G—2503 as supplemented, be and it is hereby granted upon the terms 
and conditions of this order. Texas Eastern shall comply with the conditions 
set forth under paragraph (B) of the order accompanying Opinion No. 282, 
issued June 24, 1955, in Docket No. G—2503, except for subparagraph (i) thereof, 
which has been satisfied. 

(C) As further conditions attached to the exercise of the certificate rights 
set forth in paragraph (A) and the permission under Section 7 (b) of the Act 
set forth in paragraph (B): 

(i) Texas Eastern shall have commenced construction of its said maximum 
facilities within sixty (60) days from the date of issuance of this order, unless 
otherwise ordered by the Commission for good cause shown. 

(ii) The certificate issued in paragraph (A) shall be accepted in writing 
under oath by a responsible official of Texas Eastern within thirty (30) days 
from the issuance of this order. 

(iii) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (ec) (1), (e) (2), (e) (3), (e) (4) 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act [18 CFR 157.20] shall attach to the certificate herein issued and to 
the exercise of the rights granted thereunder, and that the date upon which 
construction of facilities authorized by this order shall be completed and in 
actual operation shall be fixed as June 30, 1958. 

(iv) Texas Eastern shall not include in its natural-gas costs any of the ac- 
counts for investment, operating costs or revenue resulting from its oil operations 
and transportation, and any losses suffered by Texas Eastern in its oil busi- 
ness shall not be charged against the natural gas operations. 

(v) Texas Eastern for a period of at least five years will install no new 
laterals on the Little Inch line west of Moundsville, West Virginia, for the 
transmission of conventional petroleum products (not including LPG) to a 
terminal at a river port, except after applying for and obtaining a ruling of 
the Interstate Commerce Commission that installation and operation of such 
new lateral would not be in conflict with the Interstate Commerce Act, includ- 
ing the national transportation policy, as constituting among other things, a 
destructive competitive practice or as failing to preserve the inherent ad- 
vantages of barge transportation to such river port, provided however, that 
in the event of a final ruling of the Interstate Commerce Commission that it 
is without jurisdiction to entertain such application then this subparagraph 
shall be of no effect for any purpose whatever. 

(vi) Texas Eastern will operate the reconverted Little Inch line as a com- 
mon carrier pipe line at rates of transportation which are reasonable and non- 
discriminatory under the applicable Federal laws and the rules and regulations of 

































































































































142 FEDERAL POWER COMMISSION 






the Interstate Commerce Commission and which are based upon a valuation in 
accordance with Section 19 (a) of the Interstate Commerce Act presently 
estimated at $110,000,000 subject, however to any final valuation made by the 
Interstate Commerce Commission. 

WiiuiaM J. CostTEeLlo, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


IOWA POWER AND LIGHT COMPANY, DOCKET NO. E-6793 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued January 22, 1958) 


By order issued January 7, 1958, 19 F. P. C. 53, in the above-entitled matter, 
the Commission authorized Iowa Power and Light Company (Applicant) to 
issue and sell at competitive bidding $10,000,000, principal amount of First 
Mortgage Bonds, Series due 1988,* subject to the provisions, among others, 
as set forth in Paragraph (B) of that order as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.22 (k) (3) of the Commission’s Regulations under the 
Federal Power Act relating to compliance with competitive bidding require- 
ments, and Section 34.2 (k) (4) of those Regulations relating to affiliation, and 
shall have either filed such amendments or shall have mailed them and advised 
the Commission by telephone and telegraph, as contemplated in Section 34.9 
of the Regulations. 

(ii) The Commission shall have approved the interest rate thereon and the 
Price to be received by Applicant for such Bonds, by a further order. 

Applicant, on January 22, 1958, filed an amendment, pursuant to the require- 
ments of the aforementioned Commission order, setting forth, among other 
things, that it proposes to accept, as providing the lowest annual cost of money 
to it, the bid of The First Boston Corporation to purchase the proposed issuance 
of $10,000,000, principal amount of Bonds, for the price of 99.7199% of principal 
amount, with an interest rate of 3-54% per annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of Para- 
graph (B) of the Commission’s order issued January 7, 1958, in the above- 
entitled matter, and, under the bid it proposes to accept for the Bonds, the 
price to be received by Applicant therefor and the interest rate thereof are 
reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of Applicant and 
compatible with the public interest, which is appropriate for and consistent with 


*That order also authorized Applicant to issue and sell 50,000 shares of Cumulative 
Preferred Stock, par value $100 per share, and exempted such issuance and sale from the 
Commission’s competitive bidding requirements. By supplemental order issued January 


13, 1958, in that docket, the Commission approved the consummation of the issuance and 
sale of Preferred Stock. 














FEDERAL POWER COMMISSION 143 


the proper performance of service by Applicant as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are approved as reason- 
able. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions, and for the purposes specified in the application, as sup- 
plemented by the amendment referred to above, are authorized subject only 
to the provisions of Paragraphs (A), (D), (E), and (F) of the Commission’s 
order issued January 7, 1958, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TOWN GAS COMPANY OF ILLINOIS, DOCKET NO. G-9749 
VILLAGE OF EDINBURG, ILLINOIS, DOCKET NO. G-10349 
VILLAGE OF DIVERNON, ILLINOIS, DOCKET NO. G—10350 
VILLAGE OF PAWNEE, ILLINOIS, DOCKET NO. G-—10351 


CENTRAL ILLINOIS PUBLIC SERVICE COMPANY, DOCKET 
NO. G-—10785 


MICHIGAN GAS UTILITIES COMPANY, DOCKET NO. G-10898 
VILLAGE OF RIVERTON, ILLINOIS, DOCKET NO. G-11036 
VILLAGE OF WAYNE CITY, ILLINOIS, DOCKET NO. G-11037 


ORDER GRANTING APPLICATIONS UNDER SECTION 7 (a) OF THE NATURAL GAS ACT AND 
REVERSING IN PART THE INITIAL DECISION OF THE PRESIDING EXAMINER 


(Issued January 22, 1958) 


These proceedings involve applications under Section 7 (a) of the Natural 
Gas Act (Act) by the eight municipalities and distributing companies listed in 
the caption, for an order by the Commission directing Panhandle Eastern Pipe 
Line Company (Panhandle) and Trunkline Gas Company (Trunkline), natural- 
gas companies under the Act, to establish connection with and sell natural gas 
to the aforesaid applicants. The principal issue they present is whether the 
capacity of the pipeline systems of Panhandle and Trunkline is sufficient to 
enable the requested service without placing an undue burden on these pipeline 
companies or impairing their ability to render adequate service to their cus- 
tomers, within the requirements of Section 7 (a). 

The presiding examiner’s initial decision issued October 10, 1957, granted 
two Section 7 (a) applications and denied the eight which remain herein. 
Exceptions were filed to the denials by the applicants involved and by staff 
counsel. By order issued November 20, 1957, 18 F. P. C. 664, we adopted with 
modifications the examiner’s decision to the extent it granted the two applica- 
tions. By that order we also severed those dockets and fixed a date for oral 
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argument on the exceptions to the presiding examiner’s denial of the remaining 
‘eight dockets herein. Oral argument was had on December 13, 1957. As 
appears more fully hereinafter, on the basis of the entire record before us, 
we conclude that under Section 7 (a) of the Act, all the remaining eight appli- 
cations of the parties listed in the caption should be granted, and accordingly 
the examiner’s denial thereof must be reversed. 

As indicated above, the central issue in this case is the ability of the Pan- 
handle-Trunkline system to render the service requested, which hinges on the 
extent of their combined capacity. The total peak-day third-year requirements 
of the eight applicants aggregate approximately 8,368 Mcf. Panhandle and 
Trunkline had taken the position that their combined system capacity as 
certificated by the Commission is 1,235,000 Mcf, which they say is already 
exceeded by contract demands aggregating some 1,259,646 Mcf. However, the 
Panhandle brief before the presiding examiner acknowledges that the certifi- 
eated capacity figure is low, in view of the testimony of Panhandle’s witness 
L, E. Hanna in another proceeding, docket No. G—1705, et al. The interpretation 
properly to be placed on this testimony involves a major point of controversy 
in this case, Panhandle takes the position, relying on its interpretation of this 
testimony, that the capacity of the combined Panhandle-Trunkline system is 
approximately 1,246,436 Mcf per day. 

The presiding examiner accepted in substance Panhandle’s contentions, hold- 
ing that neither the applicants nor the staff had shown that the systems of 
Panhandle and Trunkline, separately or together, have sufficient capacity to 
supply the requests of the Section 7 (a) applicants herein, without endangering 
the supply of existing customers. The examiner stated that “The evidence 
in this matter supports a finding that Panhandle-Trunkline possess a capacity 
of 1,246,486 Mcf with total authorized contract demands of 1,259,646 Mcf” (18 
F. P. C. 672). Accordingly, he concluded that all the Section 7 (a) applicants 
seeking natural gas from either Panhandle or Trunkline herein must be denied. 

In its exceptions, staff counsel contends that the combined capacity of the 
Panhandle-Trunkline system is 1,269,148 Mcf, and that of this, 1,266,345 Mef 
has been allocated, leaving 2,803 Mcf available for allocation. Further, says 
staff, there is an additional 6,460 Mcf of gas which was to have gone to Central 
West Utility Company but which under a court decision that company will 
not receive. Thus, according to staff counsel, there is available for allocation 
in these proceedings a total of 9,263 Mcf of gas, as contrasted with the volumes 
of 8,368 Mcf requested by all the applicants herein—volumes sufficient to enable 
service to all of them. 

In arriving at the foregoing figures, staff takes the position that under an 
examiner’s decision issued March 6, 1956, in docket No. G—1705, et al., and under 
our opinion No. 292 and accompanying order issued June 30, 1956, in connection 
therewith, 15 F. P. C. 46, it was determined that Panhandle and Trunkline’s 
eapacity aggregate some 1,269,148 Mcf per day, a finding which is supported 
by substantial evidence, which has not heretofore been successfully challenged 
by the company or any other party or the staff in that or any subsequent pro- 
ceeding, which the Commission has employed as the basis for its subsequent 
decisions in recent cases involving Panhandle and Trunkline in which capacity 
has been in issue, and which therefore is of controlling force here. The pro- 
ceedings in docket No. G—1705, et al., it may be noted, involve our most recent 


2 Central West Utility Company v. F. P. C., 247 F. 2d 306 (CA3), August 6, 1957. 
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large-scale review and consideration of the capacity of the Panhandle-Trunk- 
line system. 

In reply, the companies argue that in our opinion in docket No. G—1705, et al., 
we did not specifically affirm the examiner in his determinations respecting 
Panhandle and Trunkline’s capacity or even mention his holdings, and there was 
no blanket affirmance of his decision; but that, on the contrary, by issuing 
our Own opinion we in effect refused to adopt the presiding examiner’s decision. 
With this argument the presiding examiner in the decision here before us agrees, 
stating that the presentations of the applicants and staff herein rest largely 
on the presiding examiner’s findings in his decision in docket No. G—1705, et al., 
which were “not adopted by the Commission either directly or by inference” (18 
F. P. C. 671). 

It thus appears that, by reason of the various conflicting conclusions relied on, 
we are here called upon to construe definitively our opinion No. 292 and accom- 
panying order issued June 30, 1956, in docket No. G-1705, et al., 15 FPC 46, and 
to declare its intende@#meaning and effect in relation to the decision of the presid- 
ing examiner issued March 6, 1956, in the same proceeding, with particular 
regard to the issne of the capacity of the Panhandle-Trnnkline pipeline system. 

In all our consideration of the issues embodied in the G—1705, et al. proceed- 
ings culminating in the presiding examiner’s March 6, 1956 decision, and in all 
the determinations we reached and orders we issued respecting those issues 
both in opinion No. 292 and subsequently, the Commission has relied consistently 
on its conclusion, arrived at on the facts of record, that substantial evidence 
supports the presiding examiner’s findings at page 70 of that decision (mimeo. 
ed.), quoted here in their entirety, that: 


The combined Panhandle-Trunkline maximum day capacity with the con- 


struction sought will be such as to permit Panhandle to serve November 
through March contract demands it has negotiated, as shown on Exhibit 
27-A, totaling 1,218,242 Mcf per day plus 2,000 Mcf for Panhandle’s line tap 
customers. In addition, Panhandle and Trunkline will have available 
28,500 Mcf for new applicants pursuant to Section 7 (a) of the Natural 
Gas Act, and will be able to serve the existing contract demands on Trunkline 
as well as an additional 6,460 Mcf to Panhandle’s [Liberty] Lateral. Trunk- 
line’s designed capacity with the new facilities will be 375,000 Mcf per 
day, an increase of 85,000 Mcf over present capacity. 


Totaling these volumes with the existing contract demands on Trunkline re- 
ferred to in the above, amounting to 13,946 Mcf, yields a maximum day capacity 
for the Panhandle-Trunkline system of 1,269,148 Mcf. The total, of course, in- 
cludes the 6,460 Mcf proposed for Central West Utility Company which that com- 
pany will not now receive and which is therefore available for allocation. And 
we here declare and affirm that this is the intended and correct interpretation to 
be placed on opinion No. 292 and accompanying order, and that these are our 
findings and conclusion respecting the issue of the capacity of Panhandle and 
Trunkline’s pipeline system presented in this case—findings which are further 
supported by a consideration of the record evidence in docket No. G-1705, et al., 
as discussed subsequently. 

Subtracting from the 1,269,148 Mcf maximum day capacity of the Panhandle- 
Trunkline system set out above, the deliveries of 1,259,885 Mcf heretofore au- 
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thorized? gives 9,263 Mcf, a volume ample to serve the eight applicants’ 8,368 
Mcef requested herein, with 895 Mcf remaining. * 

That the foregoing embodies the intended import of opinion No. 292 we think 
clear not only from the opinion itself, but also from both the temporary au- 
thorizations we granted prior to that opinion; and from the Section 7 (a) ap- 
plicants severed from the G—1705, et al. proceedings and granted by order issued 
May 18, 1956, 15 F. P. C. 1421, shortly prior to opinion No. 292. In connection 
with the temporary authorizations, Panhandle and Trunkline had been seeking 
benefit of temporary authorizations which resulted in the very capacity found 
by the presiding examiner in the language quoted above, which authorizations 
they now enjoy as made permanent by opinion No. 292. It is highly significant 
that neither Panhandle nor Trunkline excepted to those determinations of the 
presiding examiner respecting their capacity. Further, our May 11, 1956 order 
evidences recognition, we think, that the Panhandle-Trunkline system capacity 
was as found in the examiner’s decision ; for without such recognition, we could 
scarcely have granted those applications absent a simultapeous consideration of 
the effects of such grants on the volumes of gas available for the other requested 
authorizations.‘ The same is to be said for subsequent authorizations of 
service from the Panhandle-Trunkline system. In view of all the circumstances, 
we think it most unlikely that any party could have been prejudicially misled 
by reason of any misunderstanding such as that urged by Panhandle respecting 
the Commission’s position on the question of the capacity of the Panhandle 
Trunkline system. 

In any event, a further consideration in this proceeding of the evidence in 
docket No. G—1705, et al., underlying the presiding examiner’s findings quoted 
above, particularly the testimony of Mr. Hanna at pages 7740-7749 of the tran- 
script, establishes that those findings are supported by substantial evidence. 
As we read the record, Mr. Hanna upon redirect examination by Panhandle’s 
counsel, testified that the combined systems of Panhandle and Trunkline could 


2 Deliveries from the Panhandle-Trunkline system heretofore authorized by the Com- 
mission are not in dispute and are substantially as follows: 
Order issued October 5, 1955, docket Nos. G-1705, et al.: Mef 
Sales by Panhandle 1, 220, 236 
Order issued May 18, 1956, docket Nos. G—1705, et al.: 
Sales by Panhandle to certain Section 7 (a) applicants, 18,018 Mcf 
as revised by order of June 7, 1957 17, 889 
Sales by Trunkline to certain Section 7 (a) applicants 2, 066 
Order issued January 31, 1957, docket Nos. G—8471, et al.: 
Sales by Panhandle to other Section 7 (a) applicants. 380 
Sales by Trunkline to other Section 7 (a) applicants 3, 082 
Reserved for four Section 7 (a) applicants 1,918 
Trunkline’s small general service contract demands 13, 946 
Order of August 16, 1957, allocating additional volumes of gas to the above 
four Section 7 (a) applicants additional to the 1,918 Mcf reservation 
referred to 


1, 259, 885 


The subtotal of 17,889 Mcf given above is a reduction by 129 Mcf from 18,018 Mcf to 
reflect the Commission’s action by order issued June 7, 1956, amending its May 18, 1956 
order, reducing the volume of 1,391 Mcf previously authorized for the Missouri Central 
Natural Gas Company, to 1,262 for the City of Macon. This action was taken because 
City of Macon acquired the facilities of Missouri Central to serve Macon City, but will 
not serve certain nearby unincorporated communities Missouri Central had proposed to 
serve. 

8 See pp. 2, 3, 11, 12 and 13 of that order (mimeo. ed.). 

“Rounding the volumes requested by applicants to the nearest Mcf, as we do in para- 
graph (3) of our findings hereinafter. 
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meet Panhandle’s peak day contract demands of 1,232,242 Mcf shown on Exhibit 
27-A; plus 2,000 Mcf for Panhandle’s line tap customers, making 1,234,242 
Mcf; plus an additional 14,500 Mcf for Section 7 (a) applicants, making 
1,248,742 Mcf (Tr., p. 7744). In addition, Mr. Hanna replied affirmatively to 
the query of staff counsel, “And at the same time, assuming full service of all 
the present contract demands on Trunkline?”’, stating “That’s right” (Tr., p. 
7744). As the record elsewhere establishes, those contract demands on Trunk- 
line to which reference is here made aggregate 13,946 Mcf, making 1,262,688 
Mcf. And although Mr. Hanna appended to the above reply the comment 
“With the stipulation that Trunkline only deliver 361 [million cubic feet] to 
Panhandle, it might be another question”, it is evident from the testimony which 
follows that the possibility inherent in this stipulation was neither reasonably 
to be anticipated nor particularly pertinent, * and that Mr. Hanna stood firm on 
his previous testimony. To the question by staff counsel, “In other words, 
without taking the individual way that you would accomplish these deliveries, 
you will say that you could accomplish such deliveries?” as recounted above, 
he replied without any qualification, “Yes sir, that is right” (Tr., p. 7745). 

Then, coming to the 6,460 Mcf take-off at the Lewisburg lateral,® the volumes 
to have been delivered to Central West, Mr. Hanna at first expressed doubts 
whether this volume could be delivered additionally to the above volumes, 
assuming coincidental peaks in the demands of all Panhandle’s customers 
(Tr., p. 7747). However, directly following he testified that “It is very un- 
likely” that Panhandle would ever be called upon to meet such a coincidental 
peak in full contract demands of all their customers (Tr., p. 7748). On the 
more realistic requirement of the company’s meeting all contract demands it 
might “reasonably” be called on to meet, that is, contract demands reasonably 
possible on the system, Mr. Hanna testified in reply to the question whether the 
company could then serve 6,460 Mcf to the Lewisburg lateral additional to the 
foregoing volumes, “In all probability we could” (Tr., p. 7749). 

Adding this 6,460 Mcf to the 1,262,688 Mcf arrived at above yields 1,269,148 
Mcf—the figure which accords with the presiding examiner’s findings in docket 
No. G—1705 quoted above, which was relied on by staff counsel in the excep- 
tions, which formed the basis of our authorizations in opinion No. 292 and 
Subsequent orders, and which we here find to be supported by substantial 
evidence. 

The above sufficiently disposes of the issue of the capacity of the Panhandle- 
Trunkline system, and justifies the finding that an order directing the deliveries 
the applicants herein request will not place an undue burden upon Panhandle 
or Trunkline, nor will it impair their ability to render adequate service to 
their customers. 

Turning to a consideration of whether applicants’ proposals meet the other 
requirements of Section 7 (a), we have heretofore detailed those requirements 
and it is not necessary to repeat them here.’ We hold that, in respect of all the 
applicants herein, the remaining requirements of Section 7 (a) of the Act are 
met. In all these proceedings, the facts establish and we find that each of the 
applicants is now engaged or legally authorized to engage in the local distribu- 


5 As the witness stated (Tr., p. 7745) : “As I said the other day, since we didn’t have any 
experience in operating under these conditions, we don’t know for sure exactly how these 
two systems will operate. It might be we can get more from Trunkline and less from 
Panhandle, or vice versa.” 

* Referred to in the presiding examiner’s decision in G—1705 and our opinion No. 292 as 
the “Liberty” lateral. 

7 See, e. g., the Commission’s “Order severing proceedings and directing sale and delivery 
of natural-gas” issued May 17, 1956, in docket Nos. G—1705, et al., 15 FPC 1421. 
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tion of natural or artificial gas to the public. Likewise the evidence establishes 
that Panhandle or Trunkline, as the case may be, is the most feasible source 
of natural gas for the applicants. The evidence further establishes that there 
is a public need for and will be a public benefit from natural-gas service in the 
cities, towns and villages which the applicants propose to serve. This need 
and benefit arise from the facts, among others, that in most instances, the 
communities in question are without natural-gas service; that natural gas 
is a clean, convenient and efficient fuel; that at the current prices of competing 
fuels, except that of coal in some instances, natural gas will afford a saving 
to the consumer, and generally will be attractive as compared with coal and 
other fuels; and that other municipalities in the same general areas have 
natural-gas service, so that without it, the communities in question may be 
placed at a disadvantage in attracting new residents and small industries. 

As to the particular features of the individual projects, considered in the 
order named in the caption, Town Gas Company in docket No. G—9749 seeks 
gas from Panhandle to serve New Holland, Illinois, a small farm community 
with a population of 375, by means of facilities the company proposes to con- 
struct and operate. In addition to the necessary distributing facilities, the 
facilities proposed include 800 feet of 4-inch pipeline connecting with Pan- 
handle’s pipeline. Peak day requirements for New Holland are reliably es- 
timated at approximately 90 Mcf of natural gas for the first year and 221.8 
Mcf the third year, an estimated 187 customers being served at the end of the 
third year. The estimated cost of the proposed system is $38,000, which would 
be financed satisfactorily by the issuance and private sale of approximately 
3,800 additional shares of common stock at $10 par value, commitments for 
the purchase of which have already been made. Town Gas Company already 
operates a distribution system serving the towns of Thayer, Virden and 
Girard, Illinois, with gas purchased from Panhandle.* The facts justify the 
conclusion that the reasonably anticipated operations of Town Gas Company 
will result in a third-year rate of return of 9.82 per cent, based on its proposed 
rates which are the same as those presently in effect for the towns of Virden, 
Girard and Thayer, and the further conclusion that the proposed project is 
economically feasible. 

The Village of Edinburg in docket No. G—10349 seeks gas from Panhandle 
to serve customers from a proposed municipal gas distribution system. Edin- 
burg and its contiguous area is a farm community of about 1,200 population. 
The village already owns and economically operates a water system. The 
proposed natural gas facilities would include distribution facilities, a 4-inch 
pipeline 1.82 miles in length connecting with Panhandle’s line, and certain 
appurtenant facilities. Edinburg has reliably estimated its third year peak day 
requirements to be 729.81 Mcf and its fifth year peak day requirements to be 
758.08 Mcf, with estimated third year annual requirements of 61,177 Mcf and 
fifth year annual requirements of 63,500 Mcf. The estimated construction cost 
and associated investment is $225,000, which Edinburg proposes to finance satis- 
factorily by the sale of revenue bonds. Although Edinburg has no commit- 
ments for the sale of the bonds, the record reasonably establishes that they 
can be sold. On the basis of retiring the indebtedness in 25 and 20 years, 
respectively, the debt service coverage ratio would be 2.06 and 1.75 respectively, 
data which justify the conclusion that the project is economically feasible. 

The village of Divernon in docket No. G—10350 seeks gas from Panhandle 
to serve consumers in the village and in the nearby community of Glenarm, 


® Town Gas Company holds a fifty-year franchise from the Village of New Holland and 
also a certificate of public convenience and necessity from the Illinois Commerce Commis- 
sion to construct and operate a gas distribution system in New Holland and environs. 
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Illinois, by means of distribution facilities Divernon proposes to construct 
and operate in both localities. Divernon’s population is approximately 1,200. 
It reliably estimates peak day requirements of 686.99 Mcf for the third year 
and 729.68 Mcf for the fifth year, with annual requirements of 52,296 Mcf and 
55,649 Mef, respectively. Divernon’s proposed facilities include a 4-inch pipeline 
some 5 miles long, connecting with Panhandle’s pipeline. The estimated cost 
of its proposed system is $260,000, which would be financed satisfactorily by 
the issuance of revenue bonds. The record establishes the reasonable prospect 
of the sale thereof. Divernon’s estimates indicate adequate debt coverage 
ratios of 1.74 for third year levelling and 1.88 for fifth year levelling, based on 
30 years operation, which data and other facts of record sufficiently establishes 
the economic feasibility of the project. 

A question has arisen whether Divernon has the legal right to distribute 
natural gas to Glenarm,’ in view of Section 49-1 of the Revised Cities and 
Villages Act (III. Rev. Stat. 1955, chap. 24, para. 49-1, which provides in part 
that: 

Subject to the provisions of this article, any municipality has the power 
(1) to acquire, construct, own and operate within the corporate limits of 
the municipality any public utility the product or service of which, or a 
major portion thereof, is or is to be supplied to the municipality or its in- 
habitants, and to contract for, purchase, and sell to private persons or 
corporations the product or service of any such utility; ... 


This statute in terms authorizes any municipality to acquire, construct, own 
and operate within the corporate limits any public utility the product or 
service or a@ major portion thereof is or is to be supplied to the municipality 
or its inhabitants. This clearly connotes that a minor portion thereof may be 
supplied to persons residing outside the municipality; and judicial authority 
in Illinois is apparently to this effect.” 

The Village of Pawnee in docket No. G—10351 seeks gas from Panhandle to 
serve customers in and around the village by means of facilities it proposes 
to construct and operate. The population of the proposed service area is about 
1,500. Pawnee’s peak day requirements are reliably estimated at 945 Mcf for 
the third year and 981 Mcf for the fifth year, with estimated annual sales of 
73,150 Mcf and 76,142 Mcf for the third and fifth years, respectively. The 
facilities proposed, which include 3.3 miles of 4inch pipeline connecting Pan- 
handle’s transmission line, as well as necessary distribution facilities, would 
cost an estimated $270,000. The project would be financed satisfactorily by 
means of natural-gas revenue bonds and the record establishes the reasonable 
prospect of their sale. Based on a third year allocation of gas and a 30 year 
bond issue, Pawnee shows a debt service coverage ratio of 2.26. For a 25 
year bond issue, the coverage would be 1.98. These and the other data in the 
record sufficiently establish the economic feasibility of the project. 

Central Illinois Public Service Company by its amended application in docket 
No. G—10785 seeks from Trunkline 1,500 Mcf of gas a day additional to present 
deliveries, to serve customers in the towns of Effingham, Sigel, and Neoga, all in 
Illinois. The towns have populations of 6,892, 296 and 1,125, respectively. 
Central Illinois is a well-established utility and has been serving these com- 
munities for several years; and the facts establish that the company can render 


® Similar question arises in connection with the projects of Edinburg, Pawnee and Riv- 
erton, all of which propose to render some service to customers outside their village limits. 

1%” See the language of the Supreme Court of Illinois in People v. City of Chicago, 349 
Ill, 304, 332, discussing similar provisions in a former statute (Laws 1913, p. 455; Smith- 
Hurt Ill. Rev. Stat. 1931, chap. 111 2/3, para. 96). 
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the additional service on an economical basis and that the project otherwise 
complies with the requirements of Section 7 (a). 

The only serious question has to do with a provision in Trunkline’s tariff 
(Rate Schedule SG-1—Small General Service), which limits deliveries to a 
maximum volume of 2,000 Mcf. Such maximum would be exceeded by Central 
Illinois’ request herein. However, this obstacle can now readily be overcome 
since Trunkline on June 14, 1957, filed proposed revisions in its tariff which, 
among other things, provide a new rate schedule G-1 (General Service—Distri- 
butors) which does not limit maximum deliveries. The new schedule con- 
tains a two-part demand and commodity rate with billing demand equal to 
contract demand in the service agreement executed with the Buyer. The two- 
part rate is stated to be equivalent at 54% load factor to the present SG-1 rate. 
Trunkline’s proposed tariff revisions were suspended until January 1, 1958, in 
docket No. G-12884, by order issued July 17, 1957. Although the proposed new 
schedule (G-1) and accompanying form of service agreement are subject to 
investigation in the above docket as to rate level and conditions of service, and 
may be subsequently amended by final decision in the rate proceeding, they 
appear to provide for a necessary and desirable expansion in service rendered by 
Trunkline to others than Panhandle. 

In view of this, it is appropriate to carry out the provisions of the Act that 
the service requested by Central Illinois be granted on the condition that, within 
45 days of the date of issuance of this order, it execute a service agreement with 
Trunkline for the deliveries by Trunkline of the volumes of gas herein and hereto- 
fore authorized, subject to and in accordance with the terms and conditions of 
Trunkline’s newly filed tariff referred to above, such service agreement to be 
thereafter filed with the Commission by Trunkline within 60 days of the date 
of issuance of this order. 

Michigan Gas Utilities Company in docket No. G—10898 seeks to increase the 
maximum contract demand presently available to it from Panhandle by 3,500 
Mcf per day to serve customers in the Monroe area of Michigan. Of the 3,500 
Mcef, 865 Mcf per day would go to meet the requirements of its existing customers; 
600 Mcf for a new industrial customer, The Rotary Electric Steel Company, 
which is prepared to build a plant in Monroe if an adequate gas supply is as- 
sured ; and 2,000 Mcf to permit the attachment of approximately 1,100 additional 
space heating customers in the Monroe area of Michigan. Michigan Gas is a 
well-established utility. Its present contract demand from Panhandle is 14,500 
Mcf per day, and it has, in addition, peak shaving facilities with a total capacity 
of 2,500 Mcf. As more fully stated above, we find that the requirements of 
Section 7 (a) as applicable to Michigan Gas’ proposals herein all are met. A 
question was raised of possible additional future needs for gas of the industrial 
customer, which evidently will require an additional 1,800 Mcf per day at 
the end of its second year of operation. Michigan Gas takes the position that 
if 600 Mcf is granted for this industry now, there will be time to generate the 
finances necessary to provide additional peak shaving capacity to supply increased 
volumes in the second and later years. However, it is evident that as far 
as this industrial customer is concerned, on the record before us we can do 
no more now than grant the 600 Mcf referred to above. 

The Village of Riverton in docket No. G—11036 seeks gas from Panhandle to 
serve customers in Riverton and environs, by means of pipeline and distribution 
facilities it proposes to construct and operate. Riverton’s population is approxi- 
mately 1,700. Third year peak day requirements are reliably estimated at 429 
Mcf and third year annval sales at 57,216 Mcf. The proposed project would 
consist of 1.6 miles of 3-inch pipeline connecting to Panhandle’s transmission 
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line, and the necessary distribution facilities. The estimated cost of the project 
would be $180,000, which Riverton proposes to finance satisfactorily through the 
sale of revenue bonds. Based on a 20-year bond issue and a third-year gas 
allocation, Riverton’s project shows a debt coverage ratio of 1.77, which, with the 
other data of record, justifies the conclusion that it is economically feasible. 

The evidence discloses that Riverton’s proposed system was not designed on the 
usual degree day deficiency basis used by most natural-gas engineers but that 
instead, an estimated load factor for the several types of gas customers and 
maximum day demands based on actual operating experience under similar 
conditions was employed. Staff counsel states that “while the methods employed 
are slightly unorthodox, past estimates of gas requirements made by this witness 
have been borne out” by actual experience in other instances. In the circum- 
stances, no serious objection need be made on this ground to the project of 
Riverton, nor to the project of Wayne City, which was designed on a similar 
basis. 

The Village of Wayne City in docket No. G—11037 seeks gas from Trunkline 
to serve customers in Wayne City, Illinois, by means of facilities it proposes 
to construct and operate. Wayne City has a population of 950 and a trade 
territory population of some 8,500. Its peak day requirements are reliably 
estimated at 355 Mcf for the third year and 401 Mcf for the fifth year, with 
annual requirements of 46,948 Mcf for the third year of operation. The pro- 
posed facilities would include, in addition to a distribution system, a pipeline 
14% miles long connecting with Truckline’s transmission line. The total esti- 
mated cost of constructing the proposed facilities is $144,000. Wayne City 
plans to finance by revenue bonds, and the record establishes that the project 
ean be financed satisfactorily. The debt service coverage ratio for Wayne 
City is estimated at 1.85 for a 20-year bond issue, based on the third year of 
operation, which data, with the other facts of record, sufficiently establish the 
economic feasibility of the project. 


The Commission further finds: 


(1) Panhandle Eastern Pipe Line Company, a Delaware corporation having 
its principal office in Kansas City, Missouri, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission. 

(2) Trunkline Gas Company, a Delaware corporation having its principal 
office in Houston, Texas, is a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission. 

(3) It is necessary and desirable in the public interest that the Commission 
by order direct Panhandle to establish physical connection of its transporta- 
tion facilities with those of the following applicants, where required to make 
deliveries of gas, and in accordance with the foregoing, to deliver and sell to 
each such applicant volumes of natural gas not to exceed the following volumes: 


Mazimum daily 
third year 
Applicant requirements (Mcf) 
Town Gas Company of Illinois 


Village of Edinburg, Illinois 
Village of Divernon, Illinois 
Village of Pawnee, Illinois 
Michigan Gas Utilities Company 
Village of Riverton, Illinois 


(4) It is necessary and desirable in the public interest that the Commission 
by order direct Trunkline to establish physical connection of its transporta- 
tion facilities with those of the following applicants, where required to make 
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deliveries of gas, and to deliver and sell to each such applicant volumes of 
natural gas not to exceed the following volumes: 


Mazimum daily 












































third year 
Applicant requirements (Mcf) 
Central Illinois Public Service Company-__--_--------------------- 1, 500 
Village of ‘Wayne Oity, Titidele.. oo. 22h est eb ee chee 355 


(5) The volumes authorized for Michigan Gas Utilities Company in finding 
(3) and for Central Illinois Public Service Company in finding (4) are addi- 
tional to the deliveries and sales the Commission has heretofore authorized for 
those companies. 


The Commission orders: 





(A) Panhandle Eastern Pipe Line Company is hereby directed to establish 
and maintain physical connection of its transportation facilities with the 
facilities to be constructed and operated by Town Gas Company of Illinois; 
the Villages of Edinburg, Divernon, Pawnee, and Riverton, Illinois; and 
Michigan Gas Utilities Company; and to deliver and sell to said applicants the 
volumes of natural gas set forth in finding (3) above. 

(B) Panhandle shall report to the Commission in writing and under oath 
the date of commencement of operations and service to the respective appli- 
cants enumerated in finding (3) above. 

(C) Trunkline Gas Company is hereby directed to establish and maintain 
physical connection of its transportation facilities with the facilities to be 
constructed and operated by Central Illinois Public Service Company and 
Village of Wayne City, Illinois, and to deliver and sell to said applicants the 
volumes of natural gas set forth in finding (4) above. 

(D) Trunkline shall report to the Commission in writing and under oath 
the date of commencement of operations and service to the applicants enu- 
merated in paragraph (C) above. 

(E) The authorization of service to Central Illinois Public Service Company 
is subject to the condition that Central Illinois, within 45 days of the date of 
issuance of this order, execute a service agreement with Trunkline for the 
deliveries by Trunkline of the volumes of gas herein and heretofore authorized, 
subject to and in accordance with the terms and conditions of Trunkline’s tariff 
filed on June 14, 1957, in docket No. G—12884 described above, such service 
agreement to be thereafter filed with the Commission by Trunkline within 60 
days of the date of issuance of this order. 

(F) Unless the Section 7 (a) applicants referred to in paragraphs (A) and 
(C) above shall, within one year from the date of issuance of this order, have 
constructed and placed in operation their respective projects to the extent of 
being able to receive service from Panhandle or Trunkline, as the case may be, 
said paragraphs (A) and (C) shall no longer be in force or effect as to those 
of said applicants who have failed, within such period of time, so to construct 
and place in operation their projects. 

(G) The determinations of the presiding examiner in his initial decision 
issued herein on October 10, 1957, respecting the issues raised by the Section 
7 (a) applications the subject of this order, and all other determinations of 
the presiding examiner in that decision inconsistent with this order, are hereby 
reversed. 

Commissioner Digby concurring to the extent of allocating 6,460 Mcf being 
the amount formerly allocated to Central West Utility Company. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CITY OF OLIVE HILL, KENTUCKY, DOCKET NO. G-13117 
ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND SALE OF NATURAL GAS 
(Issued January 23, 1958) 


The City of Olive Hill, Carter County, Kentucky (Applicant), a fifth class 
city organized under the laws of the State of Kentucky, filed an application on 
August 22, 1957, pursuant to Section 7 (a) of the Natural Gas Act for an 
order of the Commission directing Tennessee Gas Transmission Company (Ten- 
nessee) to establish physical connection with the proposed facilities of Appli- 
cant and to sell to Applicant volumes of natural gas for resale in the City of 
Olive Hill, at a point on the system of Tennessee in the vicinity of Applicant, 
as more fully described in the application. 

Applicant also requests authorization, pursuant to Section 7 (c) of the 
Natural Gas Act, covering the construction and operation of its proposed facili- 
ties. Such authorization is not required by Applicant under the provisions of 
the Act. 

The application recites that Applicant has an estimated population of 2,500 
in its proposed service area, and that gas requirements for the first three years 
of operation annually and on a peak day will be as follows: 


Year of operation 2 } 3 
| 


Annual (Mef)__.......-.----| 7, 9 39, 055 | 47, 880 
Peak day (Mcf).......-.-. 258 | 360 4H 


Applicant proposes to construct and operate (1) approximately 1.5 miles of 
4-inch transmission line extending from a point on Tennessee’s existing 24-inch 
looped lines at the intersection of said line and Kentucky State Highway No. 174 
to a town border regulator station at the south end of Olive Hill and (2) a dis- 
tribution system in the City of Olive Hill, Kentucky. 

Applicant proposes to issue and place 5 percent revenue bonds to provide the 
finances for the cost of the proposed project, the estimated cost of which is 
$210,000. 

Tennessee on October 11, 1957 filed an answer to Applicant’s request asserting 
(a) it has no unallocated capacity available in its existing or authorized system 
to provide the service requested, but (b) as a practical matter it will be able 
to deliver the small quantities of gas required by the City of Olive Hill without 
impairing its ability to meet its contractyal commitments, authorized and pro- 
posed. 

Due notice of the filing of the application and opportunity for hearing thereon 
has been given by the publication in the Federal Register on November 26, 1957 
(22 F. R. 9681-82). No protest or petition to intervene has been filed in this 
proceeding. 


The Commission finds: 


(1) Tennessee Gas Transmission Company, a Delaware corporation, with its 
principal office at Houston, Texas, is engaged in the transportation of natural 
gas and in the sale of natural gas for resale in interstate commerce and is a 
“natural-gas company” within the meaning of the Natural Gas Act as was here- 
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tofore found by the Commission in its order of August 1, 1947, in Docket No. G- 
808 (6 F. P. C. 122). 

(2) The City of Olive Hill, Kentucky, is a municipal corporation legally 
authorized by the laws of the State of Kentucky to engage in the local distribution 
and sale of natural gas to the public for domestic and commercial uses. 

(3) It is necessary and desirable in the public interest that Tennessee be 
directed to establish physical connection of its natural gas thansportation facil- 
ities with the natural gas facilities proposed to be constructed and operated by 
Applicant and to sell and deliver up to a maximum volume of 441 Mcf of natural 
gas per day to the Applicant for resale and distribution in the City of Olive Hill, 
Kentucky, and environs thereof. 

(4) The ability of Tennessee to render adequate service to its existing cus- 
tomers will not be impaired and no undue burden will be placed upon Tennessee 
as a result of the direction contained in the foregoing paragraph (3). 

(5) The City of Olive Hill is not a qualified applicant for a certificate of public 
convenience and necessity within the meaning of Section 7 of the Natural Gas 
Act, and the application therefor should be dismissed. 


The Commission orders: 


(A) Tennesses Gas Transmission Company is directed to establish physical 
connection of its natural gas transportation facilities with the facilities proposed 
to be constructed and operated by the City of Olive Hill, Kentucky, as hereinbe- 
fore described, and to sell and deliver up to 441 Mcf of natural gas per day to 
Applicant for distribution and sale in the area to be served as hereinbefore stated 
and as more fully described in the application. 

(B) Tennessee shall report to the Commission in writing and under oath, the 
date of commencement of the service to Applicant within 30 days after the com- 
mencement of such service. 

(C) Applicant shall be prepared to receive gas from Tennessee within one 
year from the date of this order. 

(D) The application of the City of Olive Hill for a certificate of public con- 
venience and necessity be and the same is hereby dismissed. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-12948 
OPINION AND ORDER DENYING MOTIONS TO DISMISS 
(Issued January 24, 1958) * 
Syllabus 


Commission denies motion to dismiss rate proceeding on finding that it would 
not be in the public interest for the Commission to follow the Memphis decision 
until the Supreme Court has acted. Commission discusses the impact of the 


Memphis decision on the conventional rate-making and rate-changing process. 
P. 162. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Aruthur Kline. 


This is a proceeding instituted by the Commission to determine the lawful- 
ness of rate increases filed by El Paso Natural Gas Company (Hl Paso). Mo- 
tions which, in general, suggest that this proceeding should be dismissed on 


*Designated Commission Opinion No. 308. Rehearing denied by orders issued January 
30, 1958, and March 6, 1958, post, p. 299. 
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the basis of the legal principles laid down in Memphis Light, Gas and Water 
Diwision, et al. v. Federal Power Commission, (CADC, case No. 13,666, de- 
cided November 21, 1957, 250 F’. 2d 402) have been filed by California authorities 
and El Paso customers as follows: 


Moving party Date of filing 

Pacific Gas and Electric Company__.....-_--.---._-~- December 9, 1957 
Southern California Gas Company and Southern Coun- 

ties Gas Company of California__..-._..._-_-.__._.. December 9, 1957 
San Diego Gas & Electric Company___----_--___---~. December 10, 1957 
People of the State of California and The Public Utili- 

Che: Cmeth OE CR Ti a eescctcecen December 16, 1957 
Nevada Natural Gas Pipe Line Company_----_---_---- December 18, 1957 
ee January 9, 1958 


On December 23, 1957 El Paso filed an opposition to such motions, with at- 
tached affidavit, memorandum of points and authorities, and exhibits; and 
El Paso subsequently incorporated by reference such opposition in its answer 
to the later-filed motion of Southwest Gas Corporation. 

The Commission has received requests from El Paso, and from Southern 
California Gas Company and Southern Counties Gas Company of California, 
to expedite decision of these motions. It appears in this connection that the 
right of the California distribution company customers of El Paso to effect 
increases in their local rates concomitantly with (and offsetting) El Paso’s 
rate increases to them may depend on our prompt decision of the motions, 
particularly by reason of the California Public Utilities Commission Decision 
55902 of December 5, 1957, and Decisions 55998, 55999, 56000 and 56001 of De- 
cember 17, 1957." 

In addition, on January 6, 1958, the Commission received a request of the 
State of New Mexico, by its Attorney General, and of the New Mexico Public 
Service Commission, by its Chairman, stating the existence of interests sub- 
stantially and directly affected by the decision of the pending motions, and 
asking that the Commission take prompt action denying the motions.’ 

Because of the exceptional circumstances existing in respect to the instant 
motions, the apparent desirability of an expression by the Commission as to 
the legality of El Paso’s currently effective rates to its California customers, 
and the desirability generally of clarification of the situation in which other 
pipeline companies also find themselves by reason of rate increase filings which 
have not been specifically agreed to by their customers, we conclude that the 
public interest requires prompt decision in the present case, rather than de- 
ferral of action on the motions to dismiss. 

Present Status of this Proceeding. On June 28, 1957, El Paso tendered for 
filing certain revisions to its FPC Gas Tariff, Original Volume No. 1, and pro- 
posed that such revisions be effective August 1, 1957. These revisions, in the 
form of revised tariff sheets (see F. P. C. Regulations Under the Natural Gas 


1 By decision 55902, the California companies were ordered to: “refrain from consenting, 
or manifesting any consent whatever” to El Paso’s rate increase proposals ; “prosecute dili- 
gently, vigorously and in good faith before the Federal Power Commission and the courts 
whatever legal rights they may have” derived from the Memphis ruling; and to report 
action to the California P. U. C. By the other decisions, four California companies were 
permitted to file rate increases to their consumers offsetting lawful rate increases effected 
by El Paso. Accordingly, the views hereinafter expressed as to the lawfulness of El Paso’s 
new rates are of immediate importance to customers and consumers in California. 

2 Petitions for certiorari of the Memphis decision have been filed in the Supreme Court 
by the Solicitor General on behalf of the Commission, and by the United Gas Pipe Line 
Company, Texas Gas Transmission Company and Southern Natural Gas Company. 
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Act, Sec. 154.33 (d) (2) (i)), contemplate an annual increase in El Paso’s rates 
for jurisdictional sales amounting to nearly $16.7 million per annum, constituting 
an increase of about 10.5% over El Paso’s pre-existing rates. 

On July 26, 1957, the Commission, citing Sections 4 and 15 of the Natural 
Gas Act, ordered a hearing on the issue of “the lawfulness of the rates, charges, 
classification, and services, contained in El Paso’s FPC Gas Tariff Original 
Volume No. 1, as proposed to be changed by the aforesaid revised sheets tendered 
for filing on June 28, 1957.” The Commission, under the authority of Section 
4 (e) of the Act, also suspended the effectiveness of El Paso’s rate revisions* 
until January 1, 1958, or such later time as such revisions might be made 
effective under conditons prescribed in the Act. 

On November 22, 1957, El Paso moved that the suspended revised tariff sheets 
be made effective as of January 1, 1958. By order of December 31, 1957, the 
Commission accepted this motion, conditioned on the filing by El Paso of a 
surety bond, or equivalent assurance, covering El Paso’s potential liability to 
refund up to 100% of all the increase so made effective in the event or to the 
extent that such increases are held by the Commission to be unlawful. The 
order of December 31, 1957 reserved the general issue raised by the motions 
now under consideration. 

Analysis of El Paso’s “Tariff” Rates. The foregoing indicates, and we find, 
that El Paso’s rates and charges are set by its effective tariffs on file with 
the Commission, and not by price-fixing contracts between El Paso and its 
customers. Indeed, the fact that El Paso’s rates are fixed by tariffs rather 
than contracts is: spelled out in detail in “service agreements” * existing between 
El Paso and each of the moving party customers listed above.5 It follows al- 
most by definition, and certainly by the expressed intention of El Paso and its 
eustomers, that the rates established by El Paso’s tariffs are subject to change 
by El Paso’s ex parte tariff filings as permitted by Section 4 (e) of the Act 
to become effective. This does not mean that El Paso will reap financial bene- 
fit from any rate increase which it chooses to so file. For under the rate- 
making process set fort in Section 4 (d) and (e) of the Act, any such filings 
made effective prior to hearing may be subject to refund in whole or part, with 
interest, insofar as subsequently disallowed by the Commission. And El Paso’s 
currently “effective” tariffs include a rate increase subject to refund which 
awaits a presiding examiner’s decision in Docket No. G-4769, as well as the 


% Except for two revised tariff sheets covering gas resold by the customer for industrial 
use only, which are not subject to suspension under a specific exception contained in Sec- 
tion 4 (e) of the Act. 

* “Service Agreements,” which form a part of the tariff separate from the rate schedules, 
cover matters such as area to be served, maximum obligation to deliver, delivery points, 
delivery pressure, and the like. Regulations Under the Natural Gas Act, Sections 154.34, 
154.38, 154.40. 

5 These service agreements, set out in the moving papers and on file with the Commis- 
sion, provide as follows: “Buyer shall pay Seller for natural gas purchased and for 
services rendered hereunder in accordance with seller’s Rate Schedules [here is inserted the 
designation of the particular schedules applicable to the particular customer] on file with 
and subject to the jurisdiction of the Federal Power Commission and lawfully in effect 
from time to time. The rates contained in such Rate Schedules on file with said Commis- 
sion and in effect at the time of commencement of service hereunder shall be the initial 
rates to be paid by Buyer to Seller under this Agreement and shall continue until the 
Same are changed in accordance with lawful requirements, It is agreed that Seller shall 
have the right to make and file with the Federal Power Commission in accordance with 
Section 4 of the Natural Gas Act, changes in these rates and new rates or rate schedules; 
provided, however, Buyer shall have the right to protest any such changes in rates and 
new rates or rate schedules before said Commission, and to exercise any other rights it 
may have with respect thereto under the Natural Gas Act, as amended, or as it may be 
amended, including Section 5 of such Act. 
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rate increase involved in the present proceeding, which as already stated, be- 
came effective January 1, 1958, subject to the refund conditions mentioned 
above. 

For a proper understanding of the impact of the Memphis decision on the 
conventional rate-making and rate-changing process, we believe it important 
to trace the evolution of El Paso’s present gas supply arrangements with its 
customers, which contemplate the sale of gas pursuant to uniform tariffs 
changeable at will by El Paso, but subject to the Commission’s power to revise 
or annul any such changes ab initio. 

Prior to 1949, Dl Paso, in common with many other natural gas companies, 
fixed its rates by individual agreement with each customer, and filed such rate 
agreements with the Commission as “schedules” under Section 4 of the Act. 
This procedure was changed to comply with Order No. 144, 13 Fed. Reg. 6371, 
adopted October 28, 1948, by the Commission. 

This order required all pipeline companies to restate their rate agreements 
in the form of gas tariffs. The form and content of such gas tariffs were pre- 
scribed in new Part 154, entitled “Rate Schedules and Tariffs,” added to the 
Commission’s Regulations Under the Natural Gas Act. 

On August 31, 1949, pursuant to Order No. 144, El Paso filed its FPC Gas 
Tariff, Original Volume No. 1, effective October 1, 1949. As contemplated by 
the Regulations, the structure of such tariff was and is: (a) rate schedules 
for all classes of service; (b) general terms and conditions, which “make 
uniform for all service rendered by the natural gas company such provisions as 
the definition of terms, the quality and measurement of the gas to be delivered, 
billing, payments, and delivery pressures”; and (c) form service agreements. 
See United Gas Pipe Line Co., 16 FPC 10, Op. No. 294, issued October 2, 1956, 15 
PUR 34 216, 218. 

Order No. 144 did not purport to divest rights to gas rates fixed by firm contract 
between any pipeline and its customers. Such rates could under the order 
have been restated in form, without affecting the substance of the contract. 
Regulations, Section 154.84; United Gas Pipe Line Co. v. F. P. C., 181 F. 2d 796, 
certiorari denied, 340 U. 8. 827. 

In the case of Bl Paso, however, no contention is or could be made that any 
customer presently is entitled to receive gas at prices fixed by a pre-1949 
contract. In respect of pricing provisions, all prior contracts have been termi- 
nated on consent, and superseded by uniform tariffs as described above, as a 
result of settlements and new service agreements based on the proceedings in 
El Paso Natural Gas Co., 10 F. P. C. 1484, Docket Nos. G—1380 and G—1696, order 
issued November 1, 1951, and in El Paso Natural Gas Co., 16 F. P. C. 764, Docket 
No. G-2018, order issued July 20, 1956. Neither is any contention possible, under 
El Paso’s uniform service agreements with its customers, that at any time 
material to this proceeding Bl Paso is bound by the terms of a price-fixing con- 
tract to gas rates other than the rates which may from time to time be “effective” 
on the basis of El Paso’s filings accepted by the Commission, or as changed and 
fixed by the Commission in accordance with the Natural Gas Act. 

We conclude that El Paso’s legal rates at present are those set forth in its 
gas tariffs filed with this Commission. If such rates are changed as a result of 
determinations made in Docket No. G-4769 or in the present proceeding, the 
lawful rates so determined will become the “effective” rates in substitution 
ab initio for any higher rates collected in the interim, and refunds will be made 
accordingly. (See Hope Natural Gas Co. v. F. P. C., 196 F. 2d 808 (CA4), 
reh. den, and opinion clarified 197 F. 2d 522). 
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The Memphis decision by the Court of Appeals raises questions as to the 
propriety of continued recognition of tariff rates and rate schedule changes in 
accordance with the procedure followed in the present case. It is, therefore, 
appropriate for us to amplify our views as to the public policy and the other 
considerations involved in doing so pending final determination of the Memphis 
case. 

At this time only a few companies seem to be in immediate financial difficulties 
and they are endeavoring to work out of their troubles on a temporary basis 
while they search for more effective permanent solutions or a court decision 
is reached. While the Commission, as a regulatory agency, must and does 
give full effect to the decisions of courts, it is not convinced that the reasoning 
of the Court of Appeals in the Memphis case represents the intention of Congress 
as expressed in the Natural Gas Act or that it would be in the public interest 
for the Commission to follow that decision until the final word has been 
spoken. It has, therefore, requested the Solicitor General to file a petition for 
certiorari in the Supreme Court, which he has done, seeking the final judgment 
of the highest court on this fundamental question of rate changes under the 
Natural Gas Act. In the interim, we must deal with grave economic conditions, 
some of which we shall mention below. 

Public interest in Tariff form Rate Schedule. The reasons which led the 
Commission to adopt Order No. 144 and require pipelines to use rate schedules 
in tariff form rather than the private contracts previously in vogue are even 
more valid today than they were in 1948 when that order was adopted. The use 
of rate schedules conforms to historically effective practices, agrees with pricing 
methods followed by regulated industries generally and is consistent with organic 
regulatory statutes on a Federal and State level. Moreover, it follows the 
practice under the Interstate Commerce Act, from which the rate provisions 
of the Natural Gas Act were taken. It affords better protection to consumers 
in both old and new service than can be achieved if hundreds of separate cus- 
tomer contracts are used as a substitute and it substantially reduces the 
administrative burden. The use of tariff forms is a necessity to avoid suc- 
cessfully the risk of unjust discrimination, preference or prejudice outlawed 
by the Acts we administer. 

Experience has shown that in practical operation, the paramount interest 
of consumers in low reasonable rates for natural gas has been promoted by 
(a) generally applicable pipeline tariffs and (b) Commission review of rate 
changes pursuant to the Section 4 (e) process, during the current era of rising 
prices and rising cost-of-service. Except in two instances, the Commission 
has set pipeline rates, either under Section 4 (e) or Section 5 (a) of the Act, 
on the single standard of cost-of-service (including reasonable return).* Differ- 
ences in terminology between the two sections are not of practical importance 
in this connection, since the net result of any proceeding is a single cost-of- 
service determination, reflecting a process of simple addition of the specific 
items of cost as allowed by the Commission. 

With tariffs, the general and specific responsibilities of the Commission in 
reviewing rates are greatly simplified. Industry-wide, we find that about one 
hundred tariffs efficiently replace many thousands of separate gas contracts. 
In any given case of rate review, the provisions of one tariff rather than many 


© Since the Supreme Court’s decisions in United Gas Pipe Line Co. v. Mobile Gas Service 
Corp., 350 U. 8S. 332 and Federal Power Commission v. Sierra Pacific Power Co., 350 U. S. 
348, the Commission has uniformly honored pre-existing price contracts, it has accepted 
no rate filings under Section 4 (d) of the Act which violated such contracts, and has applied 
the standard of the public interest in reviewing existing price contracts under Section 
5 (a). 
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contracts are the basis for determination of just, reasonable and non-discrim- 
inatory rates. Consequently, we would fully expect administrative costs to 
increase materially if tariff schedules must be established only by the Commis- 
sion under Section 5 (a) and that the administrative delays, especially in the 
adjustment period, will be material. These difficulties would in large part cast 
further burdens upon the consumers and be of no advantage except to those 
pipelines fortunate enough to secure customer assent to rates which were placed 
in effect and later found by the Commission in a Section 5 (a) proceeding to 
be excessive, for the Commission could not then require a refund. 

In certificating the service of distribution areas requiring specified quantities 
of natural gas for residential and other use, the Commission, in the protection 
of consumer and investor interests, insists upon evidence that the applicant 
pipeline will have an adequate gas supply for a long enough period of time to 
return some of the distribution property costs—usually 20 years or more. 
Gas supply contracts with distribution customers entered into by pipelines, 
therefore, must be and are long-term as to quantities and service conditions, 
but not as to price. 

Under present standard practice, these schedules have established an initial 
price, leaving future prices to be fixed by the future “effective” tariffs of the 
pipeline as its costs may change. Under the Memphis rule, and absent cus- 
tomer agreement to each specific rate increase at the time it is proposed, pipe- 
lines might be under the compulsion of trying to fix at the outset firm future 
prices for the entire term of each contract. 

Under current market conditions, with competition among pipeline customers 
for additional gas, we believe that prices arrived at by contract will tend to be 
higher than prices finally becoming effective under the present practice (usually 
by settlement arrived at under Commission supervision but always subject to 
Commission approval). 

There are already indirect effects flowing from the present uncertainties 
which are of importance. A number of distribution companies have reported 
immediate uncertainties in their plans for expansion of natural gas service 
because their pipeline suppliers are uncertain as to their plans. Orders for 
new pipe, compressors, and other equipment and security issues have been can- 
celled or postponed. The postponement of expansion plans may not be of 
serious import to many pipelines, but it is of grave concern to those areas where 
distribution companies have been and are making investments to render service 
which cannot be given without additional gas supplies and to pipeline equipment 
suppliers. 

Much of the Commission’s time spent on certificate applications is devoted 
to the demands of communities for additional gas service as presented in Section 
7 (a) applications and it has frequently been difficult to allocate limited supplies 
among those distribution companies demanding service. Hence a disturbance 
of this magnitude finds its heaviest impact in the consuming areas. 

Some pipelines are experimentally resorting to the device of trying to secure 
customer assent to the filing with the Commission of specified increases at 
stated intervals reserving to their customers the full right to subsequently 
contest any requested increase in the specified amounts in the usual manner. 
However, they report that they are unable to utilize this device for more than a 
few years because the customers are reluctant to commit themselves for more 
than two or three years and they are not sure they can secure the assent of 
all of their customers even for that short a period. If by this device, they are 
able to meet the contract agreement of the Memphis rule, these pipelines, upon 
the expiration of the experimental agreements, will be face to face with the 
problem of how to obtain adequate revenues to meet rising costs. 
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When rates are established by private contract, the possibility of undue 
discrimination against or preference for individual customers is ever present. 
The bargaining position of each pipeline customer is—theoretically in all cases, 
and actually in many cases—different from that of other customers. Rates 
under private contracts may therefore, if for no other reason, tend to reflect the 
conditions of the particular bargaining process rather than the public interest 
in uniformity.” With rate-making by tariffs, this tendency is counteracted, 
through the statement in such tariffs of the general kinds and classifications 
of service offered (see Regulations Sec. 154.38 (c)) to which all who qualify are 
eligible. With rate-making by tariffs, changes in rate levels whether by way of 
increase or decrease, necessary to reflect cost-of-service prevailing for the time 
being, may with comparative simplicity be spread equitably among the scores or 
hundreds of customers and localities supplied by any given pipeline. 

The Commission views with concern the administrative problem that it would 
face in continuously supervising the rates of the already vastly expanded and 
complicated pipeline industry of today and of the future, if contract rates are 
required to be substituted for uniform tariffs under the Memphis ruling. Even 
as of 1948, when the facilities and operations of this industry were far more 
restricted than they are now, it was clear that the public interest, including 
simplification of the administrative process, required that rates in contract 
form be restated as tariffs, as found in Order No. 144, supra. The same interest 
is doubly clear now that the industry has undergone and continues to undergo 
very considerable expansion. 

We are aware that the Commission could, by instituting a Section 5 (a) 
proceeding, bring before it for examination all of the separate contracts of a 
pipeline company and if it found them to be discriminatory, preferential, 
unjust, or unreasonable (for reasons which it would have to state with some 
particularity), it could prescribe tariff form rates for that company. There- 
after, of course, the pipeline could file rate changes under Section 4 (d) 
without the consent of its customers and could follow the rate procedures 
authorized in Sections 4 (d) and (e), subject, of course, to the Commission’s 
examination, suspension and setting aside of any changes which in the Com- 
mission’s opinion should be further examined or set aside. Inevitably this 
will cause additional work and delay. 

At present, the Commission has pending before it 53 rate increase cases, 
instituted by 34 pipeline companies, involving gross proposed increases amount- 
ing to about $226 million per annum. These cases have been pending for 
varying lengths of time, the earliest having been started more than four 
years ago. Where the increases have been placed in effect subject to refund, 
the pipeline companies have collected about $216 million of proposed rate in- 
creases which would have to be returned if customer assent should not be 
given. 

On a monthly basis, the refund liability of these pipeline companies is ac- 
ecumlating at the rate of about $15 million on an average, excluding interest. 
In addition, proposed rate increases still within the 5-month period of sus- 
pension prescribed in Section 4 (e) of the Act amount to over $38 million 
per annum, and if such increases are put into effect pursuant to Section 4 (e) 
(as El Paso has done in the present proceeding), the total incremental charges 


7 For instance, the Commission in United Gas Pipe Line Co., 12 F. P. C. 132, Docket No. 
G-1158, Opinion No. 252, June 1, 1953, found that rates to Willmut Gas and Oil Company 
by contract of August 20, 1943, were unduly discriminatory and ordered United to supply 
Willmut at the rates of Willmut’s neighbor, Mississippi Valley Gas Company. The Com- 
mission, however, has no power to order reparations and its order operated only prospec- 
tively, after the date of determination of the Section 5 (a) proceeding. 
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being collected subject to refund will amount to over $18 million per month on an 
average, excluding interest. 

The effect of the Memphis decision on current operations of pipeline com- 
panies, faced with the possible liability to refund in cash all of these collections 
pendente lite would of course be very serious. The actual effect would, of 
course, be in direct proportion to the individual refund as related to the revenues 
of the given company. The annual gross income of the 34 companies presently 
collecting or proposing increases was reported for 1956 as $1.3 billion, so that 
the refunds of the group could be a sixth or more of their gross revenues for a 
single year. Any refund of these proportions would have a severe impact upon 
the individual companies and indeed upon the whole industry. Some of the 
pipelines, of course, would have to make much larger refunds than others, for 
their increases have been in effect for a longer period. 

We do not imply that none of the pipeline companies will be able to secure 
customer agreement to rate increases, for this obviously will not be the situation. 
Customers have agreed in the past, they have agreed since the Memphis decision 
was handed down on November 21, 1957 and it is to be expected that other pipe- 
lines and their customers will compromise their differences. Nevertheless, there 
is almost no economic incentive for a customer to agree to pay higher rates if 
it is satisfied with its service and does not need additional supplies or expanded 
service. On the other hand, if the requirements of a customer are expanding, 
it must ask the pipeline to meet those needs and, therefore, it could be forced to 
agree to a rate increase, although this situation does not prevail among all 
customers of all pipelines by any means. 

Past experience has shown that in many instances when a pipeline company 
desires to expand its facilities in order to furnish additional supplies to areas 
which it is presently serving or to reach new distribution areas, it must increase 
its rates somewhat to meet increased construction and operation costs or to pay 
new higher prices to producers. Not only are construction costs higher year by 
year, but the sales of new gas supplies by producers have invariably been at 
higher rates as new supplies are brought on the market. Under the present 
Section 4 (d) and (e) procedures for rate changes both the pipelines and the 
consumers are protected when a company is thus expanding. The pipelines have 
heretofore invested in new facilities, incurred additional costs, and filed rate 
increases which they regarded as necessary with the assurance that they could 
be placed in effect at the time required even if the ultimate decision of the 
Commission, after suspension, was delayed for many months. This has afforded 
to the Commission the time necessary for critical and objective analysis of the 
complicated situations presented, and has given to the consumers the assurance 
that they would not be called upon to pay rates which were found to be unreason- 
able, as well as facilitate financing. 

Under the Section 5 (a) process which seems contemplated for widespread 
application by Memphis, the present efficient coordination of expansion and 
reasonable rates on a current basis is not possible. Pipelines cannot obtain the 
necessary capital when investors are not confident that a sufficient return will 
be earned to meet increased costs that have been incurred. With the enormous 
growth of new residential areas and the ever growing demands in consumer 
areas for additional gas supplies, the Commission is constantly importuned by 
distribution companies and consumer interests to certificate the expansion of 
pipeline facilities. 


® These refund figures are not final since duplications are present and if refunds are made 
there would also be an adjustment of income taxes through which some of the loss would 
be recouped. 
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Conclusion. In view of the grave implications of the Memphis decision on the 
rate-making process, by way of uniform tariffs, fostered by the Commission and 
now universally practiced by pipeline companies with regard to consumer in- 
terests, and the discharge by the Commission of its statutory responsibilities, as 
well as the other matters to which we have referred, we believe that we must 
for the present continue to accept for filing rates schedules and rate schedule 
changes in tariff form, and continue to process them within the terms of Section 
4 (c), (d) and (e) of the Act, as in the past, except as we may adapt our bond 
requirements to the uncertainties of the present situation. 

Accordingly, The Commision orders: 

The motions to dismiss listed and described above are hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


STANDARD PACIFIC GAS LINE INCORPORATED, DOCKET NO. G-1823 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 24, 1958) 


Standard Pacific Gas Line Incorporated (Applicant), a California corporation 
with its principal place of business in San Francisco, California, filed an applica- 
tion on October 26, 1951, as supplemented on August 22, 1952, May 24, 1956, March 
21, 1957, and August 26, 1957, for a certificate of public convenience and necessity 
pursuant to Section 7 (c) of the Natural Gas Act, authorizing it to render service 
as hereinafter described, subject to the jurisdiction of the Commission. 

Applicant proposes to transport natural gas for Pacific Gas and Electric Com- 
pany through that section of its existing pipeline system extending from Pacific’s 
Kettleman Compressor Station to the northern terminus of said line west of the 
City of San Pablo, and through the two branch pipelines extending from said 
section to points near the cities of Crockett and Antioch, respectively, all within 
the State of California. In addition to transporting gas for Pacific, Applicant 
transports through its facilities natural gas for Standard Oil Company of Cali- 
fornia. The natural gas here proposed to be transported for Pacific will be 
purchased by Pacific from El Paso Natural Gas Company at the California-Arizona 
border. 

The rates, terms and conditions of service for the transportation are contained 
in a pro-forma tariff included as part of the application. The pro-forma tariff 
includes Coast Counties Gas and Electric Company as one of the parties. Coast 
Counties has been merged into Pacific; accordingly, the tariff to be filed by Appli- 
cant shall be revised to eliminate Coast Counties. 

No additional facilities are proposed to be installed. Applicant was issued 
a temporary certificate on December 4, 1951 to operate its facilities as proposed. 

Pursuant to due notice, published in the Federal Register on December 24, 1957 
(22 FR 10502), a public hearing was held at Washington, D. C., on January 16, 
1958, respecting the matters involved in and the issues presented by the above 
application. No petition to intervene in opposition or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
its decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 
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The Comission finds: 


(1) Applicant is and will be engaged in the transportation of natural gas in 
interstate commerce and therefore is and will be a natural gas company within 
the meaning of the Natural Gas Act and subject to the provisions thereof. 

(2) The facilities hereinbefore described, and as more fully described in the 
application, are and will be used for the transportation of natural gas by Appli- 
cant in interstate commerce, and the operation thereof by Applicant is subject 
to the requirements of Section 7 (c) of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and perform the serv- 
ice proposed and conform to the provisions of the Natural Gas Act and the re- 
quirements, rules and regulations of the Commission thereunder. 

(4) The operation of the facilities as proposed by Applicant is required by 
public convenience and necessity and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(5) A motion during the hearing by staff counsel for the omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued authoriz- 
ing Applicant to operate the facilities hereinbefore described for the transporta- 
tion of nautral gas in interstate commerce, as more fully set forth in the applica- 
tion, subject to the jurisdiction of the Commission, upon the terms and conditions 
of this order. 


(B) There shall attach to the issuance of the certificate granted in paragraph 


(A) hereof, and the exercise of the rights granted thereunder, the general condi- 
tions applicable to certificates as set forth in subsections (a) and (e) of Section 
157.20 of the Commission’s regulations under the Natural Gas Act. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, ET AL., DOCKET NO. G-11263, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 


(Issued January 24, 1958) 


El Paso Natural Gas Company (El Paso), a Delaware corporation, with its 
principal place of business in El Paso, Texas, and Joint Adventure No. Four, 
now Inland Natural Gasoline, Operator (Inland), filed applications for certifi- 
cates of public convenience and necessity, pursuant to Section 7 of the Natural 
Gas Act, authorizing the construction and operation of facilities necessary for 
receiving and transporting natural gas in interstate commerce for resale and 
authorizing the sale and delivery of natural gas, as hereinafter described, sub- 
ject to the jurisdiction of the Commission, all as more fully represented in the 
respective applications. 

* * * . 7 * * 

On October 19, 1956, El Paso filed in Docket No. G—11263 an application for a 

certificate of public convenience and necessity authorizing the construction and 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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operation of approximately 1.3 miles of 4%4-inch O. D. lateral supply pipeline to 
extend from a point on its existing 20-inch O. D. Sweetie Peck to Goldsmith 
pipeline in Ector County, Texas, to a proposed purchase meter station, with 
appurtenances, to be installed at the discharge side of Inland’s South Cowden 
gasoline plant located in the South Cowden Field, Ector County, Texas. These 
proposed facilities will enable El Paso to purchase and receive daily volumes 
of approximately 2,000 Mcf of residue gas from Inland’s gasoline plant. The 
estimated total cost of El Paso’s proposed facilities is $25,000, which cost is to 
be financed from current working funds. 

The volume of gas to be made available to El Paso appears reasonably ade- 
quate to warrant construction of the proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C. and 
concluded on January 14, 1958, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting 
of the applications. Staff counsel moved orally at the hearing that the inter. 
mediate decision procedure be omitted and the Commission render a decision 


herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) El Paso, a Delaware corporation, with its principal place of business at 
El Paso, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

oa * t * + + * 

(3) The facilities hereinbefore described are proposed to be used by Bl Paso 

in the transportation and sale of natural gas in interstate commerce, subject 


to the jurisdiction of the Commission, as an integral part of its pipeline system 
and the construction and operation thereof by El Paso are subject to the re- 
quirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

” * * + ” * ~ 

(5) The construction and operation of the facilities proposed by El Paso, and 
the sale of natural gas by Inland, together with the construction and operation 
of any facilities subject to the jurisdiction of the Commission necessary there- 
for, are required by the public convenience and necessity, and certificates there- 
for should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4) and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of Prac- 
tice and Procedure, should attach to the issuance of the certificate to El Paso, and 
to the exercise of the rights granted thereunder, and that the time within which 
construction of facilities authorized by this order should be completed and said 
facilities should be placed in actual operation should be fixed at 6 months from 
the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not hav- 


ing been denied by the Commission is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, for 
the transportation of natural gas in interstate commerce as herein set forth, 
upon the terms and conditions of this order. 

* ~ * * * s 4 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s General Rules and Regu- 
lations, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

(E) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

+. ” * = * . * 

(G) The certificates issued herein are not transferable and shall be effective 
only so long as the respective parties continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission thereunder. 

7 = * « * a 7 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


WILCOX TREND GATHERING SYSTEM, INC., ET AL., DOCKET NO. 
G-10912, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 24, 1958) 


On July 30, 1956, Grubb & Hawkins (Grubb), filed in Docket No. G—10826 an 
application for a certificate of public convenience and necessity, pursuant to 
Section 7 (c) of the Natural Gas Act, and an amendment thereto on August 17, 
1956, requesting authorization covering a sale of gas in interstate commerce to 
Texas Hastern Transmission Corporation (Texas Eastern), for resale, assignee of 
the Wilcox Trend Gathering System, Inc. (Wilcox), from the Speaks Field, 
Lavaca County, Texas, pursuant to a contract dated June 1, 1956 between Wilcox 
and Grubb.’ 

Grubb’s facilities consist of customary lease equipment and field lines. Pro- 
posed deliveries by Grubb will be made at Wilcox’s proposed meter station in the 
field.? 

On August 14, 1956, Wilcox filed in Docket No. G—10912 an application and 
amendments thereto on September 25 and December 20, 1956, pursuant to Section 
7 (c) of the Natural Gas Act for a certificate of public convenience and neces- 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
2 Daily contract volume of natural gas under the contract is 1,250 Mef. 


* Temporary authorization was granted in Docket No. G—10826 to Grubb on September 7, 
1956. 


554728—61——-13 
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sity authorizing the construction and operation of approximately 2 miles of 
81% inch O. D. supply lateral pipeline to extend from a point in the Speaks Field, 
Lavaca County. Texas, to a point of connection with Wilcox’s existing 16 inch 
transmission line at Milepost 4.93 in Lavaca County, Texas, together with a pur- 
chase meter station and appurtenant equipment. These proposed facilities will be 
used to transport gas produced in the Speaks Field by Grubb* for redelivery to 
Texas Dastern at Provident City, Texas. 

The total initial cost of the facilities described above is $24,500, which cost 
will be financed from funds obtained from operations. 

The volumes of gas available are reasonably adequate to support the construc- 
tion and operation proposed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 17, 1958, respecting the matters involved in and the issues 
presented by the applications. No appearances other than Staff counsel were 
entered upon the record, and no evidence offered in opposition to the granting 
of the applications. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 
ee » * * + 7. a 

(2) Wilcox Trend Gathering System, Inc., a Delaware corporation, with its 
principal place of business at Houston, Texas, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission. 

(3) The facilities hereinbefore described are proposed to be used by Wilcox 
in the transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as an integral part of its pipeline system and the con- 
struction and operation thereof by Wilcox are subject to the requirements of 
subsections (c) and (e) of Section 7 of the Natural Gas Act. 

* ca * * * * + 

(5) The construction and operation of the facilities proposed by Wilcox and 
the sale of natural gas by Grubb, together with the construction and operation 
of any facilities subject to the jurisdiction of the Commission necessary therefor, 
are required by the public convenience and necessity, and certificates therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (ec) (4) and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of Prac- 
tice and Procedure, should attach to the issuance of the certificate to Wilcox and 
to the exercise of the rights granted thereunder, and that the time within which 
construction of facilities authorized by this order should be completed and said 
facilities should be placed in actual operation should be fixed at 6 months from 
the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the services proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.80 (c) (1) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record, and 


® Temporary authorization was granted in Docket No. G—10912 to Wilcox on September 
7, 1956. 
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not having been denied by the Commission, is granted pursuant to Section 1.30 
(ce) (1) of said Rules. 


The Commission orders: 
a * 7 7 7 oa = 


(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Wilcox Trend Gathering System, Inc., to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application as amended, and exhibits in this proceeding, for the transportation 
of natural gas in interstate commerce as herein set forth, upon the terms and 
conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s General Rules and Regula- 
tions, including Rules of Practice and Procedure, shall attach to the issuance of 
the certificate granted in paragraph (B) hereof, and to the exercise of the rights 
thereunder. 

(D) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation, as provided by paragraph (b) of said Section 
157.20 of the Commission’s Rules, is hereby fixed at 6 months from the date on 
which this order issues. 

(EB) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the issu- 
ance of this order. 

(F) The certificates issued to Applicants herein are not transferable and shall 
be effective only so long as they continue the acts or operations hereby authorized 
in accordance with the provisions of the Natural Gas Act, and the applicable 
rules, regulations and orders of the Commission thereunder. 

* * « * * . e 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, ET AL., DOCKET NOS. G-12926, 
ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 24, 1958) 


There have been filed with the Federal Power Commission applications for 
certificates of public convenience and necessity, pursuant to Section 7 of the 
Natural Gas Act, authorizing the construction and operation of facilities neces- 
sary for receiving and transporting natural gas in interstate commerce for 
resale and authorizing the sale of natural gas, as hereinafter described, subject 
to the jurisdiction of the Commission, all as more fully represented in the re- 
spective applications. 

On July 19, 1957, United Gas Pipe Line Company (United) filed in Docket 
No. G-12926 an application for a certificate of public convenience and necessity 
authorizing the construction and operation of approximately 3.13 miles of 8- 
inch supply lateral pipeline, a purchase meter station on platform, separator 
installation and appurtenant facilities, together with other facilities required 
from time to time, for future deliveries. The proposed pipeline will extend 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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southwesterly from a point on United’s existing Lirette Field-Napoleonville 
Junction 24-inch pipeline to the proposed meter station to be installed in the 
Lake Hatch Field area, all in Terrebonne Parish, Louisiana. The proposed 
facilities are necessary to enable United to purchase and receive natural gas 
from The Superior Oil Company (Superior), Austral Oil Exploration Company, 
Inc., (Austral) and Union Oil Company of California (Union). The estimated 
total cost of United’s proposed facilities is $180,633, which cost is to be financed 
from current working funds. 
& e 7. * ” : + 

The volumes of gas to be made available to United appear to be reasonably 
adequate to warrant construction of the proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 14, 1958, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting 
of the applications. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) United, a Delaware corporation with its principal place of business at 
Shreveport, Louisiana, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

* a * *~ * * * 

(3) The facilities hereinbefore described are proposed to be used by United 
in the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as an integral part of its pipeline system 
and the construction and operation thereof by United are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

a ~ * = * * a 

(5) The construction and operation of the facilities proposed by United, and 
the sales of natural gas by Superior, Austral and Union, together with the con- 
struction and operation of any facilities subject to the jurisdiction of the Com- 
mission necessary therefor, are required by the public convenience and neces- 
sity, and certificates therefor should be issued as hereinafter ordered and 
conditioned. 

(6) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (ce) (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
United, and to the exercise of the rights granted thereunder, and that the time 
within which construction of facilities authorized by this order should be com- 
pleted and said facilities should be placed in actual operation should be fixed 
at 6 months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


moreso 


Qwuocwo 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing United to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, for 
the transportation of natural gas in interstate commerce as herein set forth, 
upon the terms and conditions of this order. 

* a ” * + * + 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s General Rules and Regu- 
lations, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

(BE) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

os * * * +. - 


(G) The certificates issued herein are not transferable and shall be effective 
only so long as the respective parties continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission thereunder. 

6 7 * 7 . + 2 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


APPALACHIAN ELECTRIC POWER COMPANY, PROJECT NO. 2210 
ORDER AMENDING PREL(MINARY PERMIT 
(Issued January 24, 1958) 


On August 23, 1957, Appalachian Electric Power Company, to whom the Com- 
mission issued a preliminary permit for a period of 24 months, effective as of 
December 1, 1956, for proposed Project No. 2210, filed application to amend its 
permit to increase the height of the Upper Dam at Smith Mountain from 200 
feet to 235 feet and to incorporate under the permit an additional site approxi- 
mately 17 miles downstream from the Upper Dam, near Leesville, Virginia, in 
order to provide for planned pump-storage operation of the combined develop- 
ment which would increase the installed capacity of the entire project from 
60,000 kw to 250,000 kw. 

Project No. 2210 is to be located on the Roanoke River in the vicinity of 
Roanoke, Rockymount, Moneta, Altavista and Gretna, Virginia, and in Bedford, 
Pittsylvania, Franklin and Roanoke Counties, Virginia, and affects navigable 
waters of the United States. 

The entire project, as affected by the amendment, would be known as Smith 
Mountain Combination Project, and would comprise: 

(1) Upper Dam (Smith Mountain) consisting of a rock-fill structure about 
285 feet high creating a reservoir with a surface area of about 20,000 acres and 
a storage capacity of somewhat more than 1,000,00 acre-feet; a concrete side- 
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channel spillway; a powerhouse at the foot of the-dam containing hydro- 
turbines and generators, some of which would be of the reversible type to op- 
erate as pumps and motors; and 

(2) Lower Dam located near Leesville, Virginia, consisting of a rock-fill 
structure approximately 90 feet high with a concrete side-channel spillway sur- 
mounted by control gates, creating a reservoir with a surface area of about 
3,200 acres and a storage capacity of about 100,000 acre-feet ; a powerhouse at 
the foot of the dam containing conventional type hydro-turbine and generators. 

The Department of the Army, in reporting on the application, states that the 
proposed dam at Leesville, Virginia, would have no effect on the development 
of navigation on the Roanoke River, and that while storage for reduction of 
flood flows is not required, the design and operation of the Upper and Lower Dams 
should provide for the replacement of natural valley storage. 

The Assistant Secretary of the Interior, in reporting on the application, states 
that according to the Fish and Wildlife Service the construction of the project 
should increase fishing and hunting opportunities in the immediate area, pro- 
vided that adequate consideration is given to conservation pool levels, down- 
stream flows, free public access, and other recreational developments necessary 
to secure maximum public benefits. The preliminary permit for Project No. 
2210 so provides. 

The Geological Survey reports that construction of the project may not affect 
adversely the mineral deposits in the area. 

The Governor, the State Corporation Commission, the Commission of Game 
and Inland Fisheries, the State Water Control Board, and the Division of Water 
Resources and Power, Department of Conservation and Development; all of the 
State of Virginia, have been notified of the filing of the application for amend- 
ment, but the only comment received was from the State Water Control Board 
which expressed a desire to be heard in regard to the resolution of pollution 
abatement problems when and if application for license is filed. 

The Southeastern Power Administration has reported that power values at 
downstream sites would be affected by the manner in which the project is operated 
and suggests that consideration be given in planning to potential power benefits 
to downstream sites as hereinafter provided. 

The application for amendment of the preliminary permit for proposed Project 
No. 2210 to include the Lower Dam near Leesville, Virginia, conflicts with an 
application for preliminary permit filed on April 22, 1957 by Southside Electric 
Cooperative of Crewe, Virginia, for proposed Project No. 2231 to the extent that 
the latter application proposes construction of a dam near Leesville, Virginia, 
at the same site as the Lower Dam of Project No. 2210. However, it appears 
that the pump-storage plan proposed by the Permittee for Project No. 2210 in 
its amendatory application is a more comprehensive plan of development of the 
Roanoke River. Consequently, the application for permit for Project No. 2231, 


insofar as it includes the proposed Leesville dam site, is being denied by separate 
order. 


The Commission finds: 


It is appropriate and desirable to amend the preliminary permit for proposed 
Project No. 2210 as hereinafter provided. 


The Commission orders: 


(A) The preliminary permit for proposed Project No. 2210 issued to Appa- 
lachian Electric Power Company is amended, effective as of January 1, 1958, to 
include thereunder the proposed Lower Dam site near Leesville, Virginia; to 
increase the height of the Upper Dam at Smith Mountain as described above; 
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to increase the installed capacity of the proposed combined project to 250,000 kw; 
and to include the following additional article: 

Article 12. The Permittee shall, during the period of the project planning, 
cooperate with the Southeastern Power Administration regarding potential power 
benefits to downstream sites. 

(B) This order shall become final thirty (30) days from the date of its 
issuance unless application for rehearing shall be filed as provided in Section 
$13 (a) of the Federal Power Act, and failure to file such an application shall 
constitute acceptance of this amendment of preliminary permit. In acknowl- 
edgment of the acceptance of this amendment, it shall be signed for the Permittee 
and returned to the Commission within sixty (60) days from the date of issuance 
of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SOUTHSIDE ELECTRIC COOPERATIVE, PROJECT NO. 2231 
ORDER ISSUING PRELIMINARY PERMIT 
(Issued January 24, 1958) 


Application was filed April 22, 1957 by Southside Electric Cooperative of 
Crewe, Virginia for a preliminary permit under Section 4 (f) of the Federal 
Power Act (hereinafter refered to as the Act) for proposed Project No. 2231 to 
be located on the Roanoke River in Bedford, Campbell and Pittsylvania Coun- 
ties, Virginia and affecting navigable waters of the United States. 

As described in the application, the proposed project would consist of two 
developments: (1) Leesville dam at river mile 293.72, comprising a concrete and 
earth-fill dam approximately 95 feet high and powerhouse with installed capac- 
ity of 16,000 KW; and (2) Tabor dam at river mile 275.0, comprising a concrete 
dam 54 feet high and a powerhouse with installed capacity of 10,000 KW. 

Applicant states that the power to be developed would be used by Applicant 
to serve its present and future members. 

The Governor, the State Corporation Commission, the Commission of Game 
and Inland Fisheries, the State Water Control Board, and the Division of Water 
Resources and Power, Department of Conservation and Development: all of the 
State of Virginia ; have been notified of the filing of the application, but the only 
comment received was from the State Water Control Board which expressed 
a desire to be heard in regard to the resolution of pollution abatement problems 
when and if application for license is filed. 

The Department of the Army, in reporting on the application, states that the 
proposed project would have no effect on the development of navigation on the 
Roanoke River and that while storage for reduction of flood flows is not contem- 
plated, the design and operation of the proposed project should provide for the 
replacement of natural valley storage as hereinafter provided. 

The Assistant Secretary of the Interior, in reporting on the application, states 
that according to the Fish and Wildlife Service the construction of the project 
should increase fishing and hunting opportunities in the immediate area pro- 
vided that adequate consideration is given to conservation pool levels, down- 
stream flows, free public access and other recreational developments necessary 
to insure maximum public benefits as hereinafter substantially provided. 

On July 25, 1957, Appalachian Electric Power Company filed a petition to in- 
tervene in this proceeding in opposition to that part of the application for pre- 
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liminary permit for proposed Project No. 2231 which relates to the Leesville 
dam site. No answer to the petition has been received. Petitioner proposes 
to develop the Leesville site as a feature of its plan for pump-storage operation 
and has filed an application to amend its preliminary permit for proposed 
Project No. 2210 covering the Smith Mountain dam (17 miles upstream from the 
Leesville site) to include under the permit the Leesville dam site. Petitioner 
maintains that its pump-storage plan of operation is far better adapted to de- 
velop, conserve and utilize in the public interest the resources of the Roanoke 
River between Leesville and Roanoke than would result if the Leesville develop- 
ment of Project No. 2231 were to be constructed. Commission studies indicate 
that the pump-storage plan proposed by Petitioner in its aforementioned appli- 
cation for amendment is a more comprehensive plan of development of the reach 
of river involved and would enhance the public interest to a much greater extent 
than would the plan contemplated under Applicant’s application. We are dis- 
posing of the petition to intervene by separate order. 

No construction is authorized under this preliminary permit. The permit 
merely gives permittee, during the period of the permit, the right to priority of 
application for license while the permittee undertakes the necessary studies and 
examinations, including the preparation of maps and plans, in order to deter- 
mine the economic feasibility of the proposed project, the means of securing 
the necessary financial arrangements for construction, the market for the 
project power, and all other information necessary for inclusion in an applica- 
tion for license, should one be filed. 

The Commission finds: 

(1) The Applicant is an electric cooperative organized under the laws of the 
State of Virginia. 

(2) The proposed project would affect navigable waters of the United States. 

(3) Public notice of the application has been given as required by the Act. 
Except for the above-mentioned petition, no formal protests have been received. 

(4) The proposed project will not affect any Government dam, and no reason 
is apparent at this time for development of the proposed project by the United 
States. 

(5) In the circumstances mentioned herein, the application for preliminary 
permit for proposed Project No. 2231 insofar as it relates to the Leesville dam 
site should be denied as hereinafter provided. 


The Commission orders: 


(A) The application for preliminary permit for proposed Project No. 2231 is 
denied insofar as it relates to the Leesville dam site. 

(B) This preliminary permit is issued to Southside Dlectric Cooperative 
(hereinafter referred to as the Permittee) for a period of 36 months, effective 
as of January 1, 1958, for the sole purpose of maintaining priority of application 
for a license for Project No. 2231, consisting of the Tabor dam and appurtenant 
structures only, to be located on the Roanoke River and affecting navigable waters 
of the United States, subject to the terms and conditions of the Federal Power 
Act, which is hereby incorporated by reference as a part of this permit and sub- 
ject to such rules and regulations as the Commission has issued or prescribed 
under the provisions of the Act. 

(C) This permit is also subject to the terms and conditions set forth in Form 
P-1, entitled “Terms and Conditions of Preliminary Permit” (16 FPC 1303), 
which terms and conditions (described as Articles 1 through 8 inclusive) are 
attached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles: 
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Article 9: The Permittee shall submit at the close of each six-month period 
from the effective date of the Preliminary Permit to the Regional Hngineer, 
Federal Power Commission, Atlanta, Georgia, having supervision over the project, 
or to such other officer as the Commission may designate, accurate statements of 
the work accomplished during the period and of the work contemplated under 
the Preliminary Permit for the ensuing period. 

Article 10: The Permittee shall, during the period of project planning cooperate 
with the United States Fish and Wildlife Service and the Virginia Commission of 
Game and Inland Fisheries in preparing detailed plans for project construction, 
operation, land acquisition, free public access, and other recreational purposes 
with a view toward realizing optimum public benefits. 

Article 11: The Permittee shall, during the period of this permit, cooperate 
with the District Engineer, Corps of Engineers, at Norfolk, Virginia, regarding 
navigation and flood control requirements. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the Act, 
and failure to file such an application shall constitute acceptance of this pre- 
liminary permit. In acknowledgement of the acceptance of this preliminary 
permit, it shall be signed for the Permittee and returned to the Commission within 
sixty days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L, Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-—12599 
FINDINGS AND ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 27, 1958) 


El Paso Natural Gas Company (Petitioner), a Delaware corporation with its 
principal place of business in El Paso, Texas, filed a petition on November 19, 
1957, seeking amendment of the Commission’s order issued November 12, 1957 in 
Docket No. G—12599, 18 F. P. C. 623, granting a certificate of public convenience 
and necessity, as hereinafter described, all as more fully represented in the peti- 
tion which is on file with the Commission. 

The certificate referred to above authorized Petitioner, pursuant to a budget- 
type application, to construct and operate certain field facilities as required from 
time to time during the calendar year 1957, in order to enable Petitioner to take 
into its certificated main pipeline system new supplies of natural gas in the area 
generally co-extensive with its pipeline systema. The certificate was conditioned 
and limited to include expenditures for construction during only the calendar 
year 1957. The total extent of facilities authorized to be constructed thereunder 
was limited to a total cost of $5,000,000, with a further limitation that the cost 
of a single project shall not exceed $500,000. Furthermore, Petitioner is re- 
quired to submit on or before March 1, 1958, a statement under oath giving a 
summary of the projects completed under the authorization granted thereunder. 

Petitioner requests that the certificate issued herein be amended to extend the 
operations period through the calendar year 1958 and that the statement of 
the summary of the projects constructed thereunder be required to be submitted 
on or before March 1, 1959. 

In support of its petition, Petitioner states that the operative period of the 
authorization granted in Docket No. G-12599 being limited to the calendar year 
1957 would be effective for only one and one-half months. In order that full ad- 
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vantage of the authorization can be realized during the calendar year 1958, 
Petitioner requests that the original order be amended, as requested in the 
subject petition. 

Petitioner further states that in anticipation of the Commission amending the 
order issued in Docket No. G—12599, it will not undertake to construct or operate 
any facilities during the calendar year 1957 under the authorization granted by 
the Commission in Docket No. G—12599. 

Pursuant to due notice, a public hearing was held on October 30, 1957, respect- 
ing the matters involved in and the issues presented by the original application 
in this proceeding. No petition to intervene or protest to the granting of the 
application having been received the matter was disposed of in accordance with 
the Commission’s Rules of Practice and Procedure in a non-contested case. 


The Commission finds: 


It is necessary and appropriate to carry out the provisions of the Natural Gas 
Act that the order of the Commission issued November 12, 1957, in Docket No. 
G-12599, granting a certificate of public convenience and necessity, be amended 
as hereinafter ordered without further notice. 


The Commission orders: 


(A) The order of the Commission issued November 12, 1957, in Docket No. 
G-—12599, be and the same hereby is amended as heretofore described all as more 
fully described in the petition in this proceeding. 

(B) All other provisions of said order shall remain unchanged and in full 
force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THD MANUFACTURERS LIGHT AND HBAT COMPANY, DOCKET NO. 
G-12858 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDONMENT 


(Issued January 27, 1958) 


The Manufacturers Light and Heat Company (Applicant), a Pennsylvania cor- 
poration with its principal place of business in Pittsburgh, Pennsylvania, filed 
an application on July 8, 1957, for a certificate of public convenience and neces- 
sity authorizing the construction and operation of natural gas facilities and for 
the abandonment of certain facilities, as hereinafter described, subject to the 
jurisdiction of the Commission, all as more fully represented in the application. 

Applicant seeks authorization for the construction and operation of two pipe- 
line projects as follows: 

Job 1, approximately 8.88 miles of 10-inch transmission line looping a section 
of its Coatesville-Port Jervis line between Applicant’s Downingtown Compressor 
Station, West Bradford Township, and its Eagle Compressor Station, West 
Vincent Township, all in Chester County, Pennsylvania ; and 

Job 2, approximately 1.70 miles of 8-inch transmission line in Penn Township, 
York County, Pennsylvania, south of the community of Hanover, replacing an 
equal length of 6-inch Line No. 136 in the same location. 

Applicant states that its Job 1 is predicated on establishment of an intercon- 
nection with Transcontinental Gas Pipe Line Corporation (Transco) where the 
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lines of the two firms cross about 3 miles north of Applicant’s Downingtown 
Compressor Station. Transco’s line operates at about 550 psig. but Applicant’s 
existing Port Jervis line is operated at up to double that pressure. To be able to 
receive from Transco, 10,000 Mcf of natural gas per day which was authorized in 
Docket No. G—12059, yet not have to construct and operate a new compressor 
station, Applicant plans the subject 10-inch loop paralleling a section of the 
existing 14-inch Port Jervis pipeline. The gas from Transco could be routed to 
the intake side of either or both the Downingtown and the Eagle Compressor Sta- 
tions depending largely on curtailment of deliveries by Applicant to its customer, 
Lukens Steel Company, a large gas user located upstream from the Downingtown 
Station. 

Applicant’s Job 2 is made necessary because the age and condition of 6-inch 
Line 136 in Adams County limit its operating pressure to 96 psig for service to 
retail markets in Littlestown, Gettysburg and Fairfield and to existing customer, 
York County Gas Company, serving Hanover and other nearby towns. By 
paralleling a portion of the old 6-inch line with an 8-inch line operating at higher 
pressure, Applicant can, for the time being, meet the expanding requirements 
of its existing customers between Fairfield and Hanover with a minimum amount 
of construction. 

Applicant seeks authority to abandon the 6-inch line to be looped by the proposed 
8-inch line in 1958, at which time a $10,000 regulator will be needed to supply 
gas at the Baltimore Street connection of York County Gas Company near 
Hanover now served by the 6-inch line. 

Job 1 is estimated to cost $492,000 while Job 2 is estimated to cost $73,000. ‘The 
funds will come out of Applicant’s share of 1957 Columbia System financing 
whereby member companies borrow from Columbia through the sale of stock 
and promissory notes to the parent company. 

Applicant’s gas supply is considered reasonably adequate to justify the pro- 
posed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 15, 1958, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 


herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Applicant, a Pennsylvania corporation, having its principal place of 
business in Pittsburgh, Pennsylvania, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed to be abandoned as hereinbefore described, are used 
in the transportation and sale of natural gas in interstate commerce subject to 
the jurisdiction of the Commission and such abandonment is subject to the require- 
ments of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the facilities for the purposes requested 
are required by the public convenience and necessity, and permission and au- 
thorization therefor should be granted as hereinafter ordered. 

(4) The facilities proposed to be constructed and operated as heretofore de- 
scribed are to be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission and the construction 
and operation thereof by Applicant are subject to the requirements of Subsec- 
tions (c) and (e) of Section 7 of the Natural Gas Act. 
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(5) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued. 

(6) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (1), (3) (4) and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of 
Practice and Procedure, should attach to the issuance of the certificate referred 
to in paragraph (5) above, and to the exercise of the rights granted thereunder, 
and that the time within which construction of the facilities authorized by this 
order should be completed and said facilities should be placed in actual op- 
eration should be fixed at 6 months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) Permission and approval be and is hereby granted Applicant to abandon 
the facilities as heretofore described, as more fully represented in its application 
and exhibits in this proceeding. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the natural gas fa- 
cilities as hereinbefore described, all as more fully described in the application 
in this proceeding, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraph (b), (c) (1), 
(3), (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (B) hereof, and to the exercise 
of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at 6 months from the 
date on which this order issues. 

(E) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PHRMIAN BASIN PIPELINH COMPANY, ET AL., DOCKET NO. G-13023, 
ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 27, 1958) 


Permian Basin Pipeline Company (Permian), a Delaware corporation with 
its principal place of business at Omaha, Nebraska, and Phillips Petroleum 
Company (Phillips), an independent producer filed applications for certificates 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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of public convenience and necessity, pursuant to Section 7 of the Natural Gas 
Act, authorizing the acquisition, construction and operation of certain natural 
gas facilities and authorizing the sale of natural gas, as hereinafter described, 
subject to the jurisdiction of the Commission, all as more fully represented in 
the respective applications. 

Permian, by its application filed on August 7, 1957, and supplemented on Oc- 
tober 3, 1957 in Docket No. G—13023, seeks authority to acquire an existing 1350 
horsepower compressor unit located at its Andrews County, Texas, compressor 
station from Phillips and to operate said unit as an integral part of its system 
and in connection with its existing Andrews compressor facilities. 

Permian also proposes to turbocharge six of the twelve units presently in op- 
eration at the Andrews station which will provide, with the new unit, an in- 
crease of 4050 horsepower at said station, and a total installed horsepower of 
20,250. The estimated cost of the proposed acquisition and turbocharging is 
$897,400 comprised of $565,000 for turbocharging and $332,400 for the new unit. 

Permian states that the acquisition and construction of the proposed facilities 
are required to enable it to take additional volumes of residue gas from Phillips 
in the Andrews County area. 

* : * * : * +e 

The additional volume of gas to be made available to Permian is reasonably 
adequate to warrant the acquisition and construction of the facilities proposed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 16, 1957, respecting the matters involved in and the issues 
presented by the application. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting of 
the application. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision herein pur- 
suant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 

(1) Permian, a Delaware corporation with its principal place of business at 
Omaha, Nebraska, is a “natural-gas company” within the meaning of the Nat- 
ural Gas Act, as heretofore found by the Commission. 

~ * * * © * * 

(3) The facilities hereinbefore described are proposed to be used by Permian 
in the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as an integral part of its pipeline system and 
the construction and operation thereof by Permian are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

. + * 7 * 7 a 

(5) The acquisition, construction and operation of the facilities proposed by 
Permian, and the sale of natural gas, by Phillips, together with the construction 
and operation of any facilities subject to the jurisdiction of the Commission 
necessary therefor, are required by the public convenience and necessity, and 
certificates therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4), and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
Permian, and to the exercise of the rights granted thereunder, and that the time 
within which the acquisition and construction of facilities authorized by this 
order should be completed and said facilities should be placed in actual operation 
should be fixed at 6 months from the date on which this order issues. 
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(7) The respective parties herein are able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions of 
the Natural Gas Act, and the requirements, rules and regulations of the Com- 
mission thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Permian to acquire, construct and operate the facilities 
hereinbefore described, all as more fully described in the amended application 
in this proceeding, for the transportation of natural gas in interstate commerce 
as herein set forth, upon the terms and conditions of this order. 

2 ~ * + 7 ” e 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be acquired, 
constructed and placed in actual operation, as provided by paragraph (b) of 
said Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from 
the date on which this order issues. 

(E) The certificate issued herein shall be deemed accepted and of full force 


and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 


* ~* a ” - a” 2 
(G) The certificates issued herein are not transferable and shall be effective 
only so long as the respective parties continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission. 
* * * ~ * 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPH LINE COMPANY, ET AL., DOCKET NO. G-13182, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 27, 1958) 


United Gas Pipe Line Company (United), a Delaware corporation with its 
principal place of business in Shreveport, Louisiana, and Tidewater Oil Com- 
pany (Tidewater), an independent producer, filed applications for certificataes 
of public convenience and necessity, pursuant to Section 7 of the Natural Gas Act. 
authorizing the construction and operation of natural gas facilities and author- 
izing the sale of natural gas, as hereinafter described, subject to the jurisdiction 
of the Commission, all as more fully represented in the respective applications. 

United, by its application filed on August 29, 1957, in Docket No. G—-13182, seeks 
authorization for the construction and operation of approximately 2.1 miles of 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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lateral supply pipeline with appurtenances. The proposed line will extend in a 
southwesterly direction from a point of connection with United’s existing 16-inch 
Houma Field lateral to a proposed purchase meter station and separator, together 
with other facilities required to take additional deliveries from the Southeast 
Houma Field, Terrebonne Parish, Louisiana. The facilities are proposed to 
enable United to receive and transport in interstate commerce for resale gas 
produced in the above-named field by Tidewater. The estimated cost of such 
facilities is $96,522, which will be financed from current working funds. 
~ = ~ * + + + 

The volume of gas to be made available to United is reasonably adequate to 
warrant construction of the facilities proposed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 15, 1958, respecting the matters involved in and the issues 
presented by the application. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting of 
the applications. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision herein pur- 
suant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) United, a Delaware corporation with its principal place of business at 
Shreveport, Louisiana, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

* = « = * 7 - 

(3) The facilities hereinbefore described are proposed to be used by United 
in the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as an integral part of its pipeline system 


and the construction and operation thereof by United are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 
a af * & 7 * o 

(5) The construction and operation of the facilities proposed by United, and 
the sale of natural gas by Tidewater, together with the construction and operation 
of any facilities subject to the jurisdiction of the Commission necessary therefor, 
are required by the public convenience and necessity, and certificates therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
United, and to the exercise of the rights granted thereunder, and that the time 
within which construction of facilities authorized by this order should be com- 
pleted and said facilities should be placed in actual operation should be fixed 
at 6 months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commis- 
sion thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing United to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, for 
the transportation of natural gas in interstate commerce as herein set forth, 
upon the terms and conditions of this order. 

o * » . * ® * 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s General Rules and Reg- 
ulations, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

(E) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 
* * 




















* * * » * 
(G) The certificates issued herein are not transferable and shall be effective 

only so long as the respective parties continue the acts or operations hereby 

authorized in accordance with the provisions of the Natural Gas Act, and the 

applicable rules, regulations and orders of the Commission. 

* * * + 

















Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, ET AL., 
DOCKET NO. G—13325, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued January 27, 1958) 


Coastal States Gas Producing Company (Coastal), a Delaware corporation 
with a principal place of business in Corpus Christi, Texas, an independent pro- 
ducer, filed on September 25, 1957, an application in Docket No. G—13317 for a 
certificate of public convenience and necessity pursuant to Section 7 of the Nat- 
ural Gas Act for authorization to render the service described herein subject 
to the jurisdiction of the Commission and as more fully described in the 
application. 

Texas Illinois Natural Gas Pipeline Company (Texas Illinois), a Delaware 
corporation with a principal place of business in Chicago, Illinois, filed in Docket 
No. G—13325 an application on September 27, 1957, for a certificate of public 
convenience and necessity authorizing the construction and operation of (a) a 
tap on its existing 26-inch main transmission pipeline in Refugio County, Texas, 
and (b) a 6-inch lateral supply pipeline approximately one mile in length, to- 
gether with metering and regulating facilities. 

The record in Docket No. G-13317 shows that Coastal proposes to sell in 
interstate commerce to Texas Illinois for resale natural gas produced in the 
Greta Field, Refugio County, Texas. 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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The facilities proposed to be constructed and operated by Texas Illinois are 
necessary to enable it to take deliveries of natural gas from Coastal, produced 
in the Greta Field, Refugio County, Texas; and that the estimated cost of such 
facilities is approximately $41,000 and will be financed from company funds. 

The gas supply which will become available by the operation of the proposed 
facilities is reasonably adequate to justify the construction of the proposed 
facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 15, 1958, respecting the matters involved in and the issues presented 
by the applications. No appearances other than staff counsel were entered upon 
the record and no evidence offered in opposition to the granting of the applica- 
tions. Staff counsel moved orally at the hearing that the intermediate decision 
procedure be omitted and the Commission render a decision herein pursuant to 
Section 1.30 (c) (1) of the Commission’s Rule of Practice and Procedure. 


The Commission finds: 


(1) Texas Illinois is a Delaware corporation with its principal place of busi- 
ness in Chicago, Illinois. It owns and operates a natural-gas transmission sys- 
tem in several states, and is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of October 10, 1947, in Docket No. G—880 (6 F. P. C. 
148). 







* + * * x 


(3) The facilities of Texas Illinois proposed to be constructed and operated 
for the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, will be an integral part of its existing pipe- 
line system, and will, therefore, be subject to the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(4) Texas Illinois is able and willing properly to do the acts and do perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

* . > a 








(7) The construction and operation of the facilities proposed by Texas 
Illinois, and the sale of natural gas by Coastal, together with the construction 
and operation of any facilities subject to the jurisdiction of the Commission 
necessary therefor, are required by the public convenience and necessity, and 
certificates therefor should be issued as hereinafter ordered and conditioned. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of the said Rules. 

(9) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (1), (ce) (3), (c) (4) and (e) of 
Section 157.20 of the Commission’s Rules and Regulations, including the Rules 
of Practice and Procedure (18 CFR 157.20) should attach to the issuance of the 
certificate to Texas Illinois, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this 
order shall be completed and said facilities placed in actual operation should 
be fixed at 6 months from the date on which this order issues. 
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The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued Texas Illinois in Docket No. G—13325 authorizing Texas Illinois to 
construct and operate the facilities hereinbefore described, all as more fully 
described in the application in this proceeding, for the transportation of natural 
gas in interstate commerce as therein set forth, upon the terms and conditions of 
this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(1), (ce) (8), (ce) (4) and (e) of Section 157.20 of the Commission’s General 
Rules and Regulations, including Rules of Practice and Procedure, shall attach 
to the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights thereunder. 

(C) The time within which the facilities hereby authorized in Docket No. 
G—13325 shall be constructed and placed in actual operation as provided by 
paragraph (b) of Section 157.20 of the Commission’s Rules of Practice and 
Procedure is hereby fixed at 6 months from the date on which this order issues. 

- oa 7» om” * * * 

(E) The certificates are not transferable and shall be effective only so long 
as Applicants continue the acts or operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and the applicable rules, regulations 
and orders of the Commission. 

* * cm 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


WILCOX TREND GATHERING SYSTEM, INC., DOCKET NO. G-13391 
TEXAS EASTERN TRANSMISSION CORPORATION DOCKET NO. G-13392 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 

(Issued January 27, 1958) 


Wilcox Trend Gathering System, Inc.* (Wilcox), in Docket No. G-13391, and 
Texas Eastern Transmission Corporation (Texas Eastern) in Docket No. G—13392, 
hereinafter referred to collectively as “Applicants” filed budget-type applications 
on October 9, 1957, for certificates of public convenience and necessity pursuant 
to Section 7 of the Natural Gas Act, authorizing the construction and operation 
of natural gas field transmission facilities, subject to the jurisdiction of the 
Commission, all as more fully represented in the respective applications. 

Applicants seek authority to construct and operate field facilities to enable 
them to take into their respective certificated main pipeline systems natural gas 
which they will purchase from producers in the general area of their respective 
existing transmission systems from time to time during the calendar year 1958, 
at a total cost not in excess of $1,000,000 for Wilcox and $3,000,000 for Texas 
Bastern. The foregoing costs are Applicants’ estimates, for budget purposes, 
of their respective investments to be made in field facilities during the calendar 
year 1958, exclusive of such facilities to be constructed by the Applicants pursuant 
to certificate authorizations heretofore issued by the Commission and issued 
hereafter in pending certificate applications. 


2 Wilcox is a subsidiary of Texas Hastern. 
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The applicants state that the proposals herein will eliminate numerous filings 
during 1958 for the sole purpose of installing facilities to attach new supplies of 
gas to their systems where expansions of their overall transmission facilities 
are not involved. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 15, 1958, respecting the matters involved in and the issues 
presented by the application. No appearances other than staff counsel] were 
entered upon the record and no evidence offered in opposition to the granting of 
the applications. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) The Applicants herein are “natural-gas companies” within the meaning 
of the Natural Gas Act as heretofore found by the Commission. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce subject to the 
jurisdiction of the Commission, as an integral part of Applicants’ pipeline system, 
and the construction and operation thereof by Applicants are subject to the re- 
quirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities hereinbefore described 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Applicants are able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act should attach to each of the certificates 
issued to Applicants herein, and to the exercise of the rights granted thereunder. 

(6) The certificates should be limited to expenditures for construction during 
the calendar year 1958 and the total extent of facilities authorized to be con- 
structed in Docket No. G—13391 should not exceed a cost of $1,000,000 and no 
single project should exceed a cost of $150,000; the comparable limiting figures 
in Docket No. G—13392 should be $3,000,000 and $500,000 respectively. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) 
of said Rules. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing the respective Applicants to construct and operate 
natural gas facilities upon the terms and conditions of this order, as herein- 
before described, all as more fully described in the respective applications in 
this proceeding. 

(B) The certificates issued herein are not transferable in any manner and 
shall be effective only so long as the respective Applicants continue the opera- 
tions authorized in this order and in accordance with the provisions of the 


Natural Gas Act and the applicable rules, regulations and orders of the Com- 
mission thereunder. 
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(C) The certificates issued in paragraph (A) above, are hereby conditioned 
and limited to include expenditures for construction during the calendar year 
1958 and total extent of facilities authorized to be constructed by Wilcox shall 
not exceed a cost of $1,000,000 and no single project shall exceed a cost of 
$150,000; the comparable limiting costs for Texas Eastern shall be $3,000,000 
and $500,000. 

(D) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order, and the general terms and conditions set forth in sub- 
paragraphs (a) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to and become a part of each certificate 
granted by paragraph (A) hereof, and the exercise of the respective rights 
granted thereunder. 

(EB) Each Applicant shall submit on or before March 1, 1959, a statement 
under oath, showing: (a) names of fields; (b) estimates of gas supply at- 
tached; (c) the costs; (d) a description of the project or projects which have 
been constructed; (e) locations of facilities constructed pursuant to the au- 
thorizations granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G-13630 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 27, 1958) 


Northern Natural Gas Company (Applicant), a Delaware corporation with 
its principal place of business at Omaha, Nebraska, filed an application on Octo- 
ber 31, 1957, for certificate of public convenience and necessity pursuant to 
Section 7 of the Natural Gas Act authorizing the construction and operation of 
natural gas facilities (measuring and regulating station) in Scott County, 
Minnesota, on its 16-inch mainline to Minneapolis, subject to the jurisdiction 
of the Commission, to render a direct interruptible natural gas service to the 
Webster Cooperative Dairy Association (Webster) as more fully set forth in 
the application filed with the Commission. 

Applicant proposes to sell and deliver an estimated 117,000 Mcf annually to 
Webster, and approximately 720 Mcf on a maximum day, on an interruptible 
basis for use as boiler fuel at the Webster dairy. 

The small volumes of gas involved will not appreciably affect Northern’s 
overall gas supply. 

The estimated capital cost of the proposed facilities is $4,950 which will be 
defrayed from current funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 20, 1958, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 
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The Commission finds: 


(1) Northern Natural Gas Company (Applicant), a Delaware corporation 
having its principal place of business in Omaha, Nebraska, is engaged in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of April 6, 1943 in Docket No. G-280 (3 F. P. C. 967). 

(2) The facilities proposed to be constructed and operated as hereinbefore 
described, are proposed to be used in the transportation of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission, as an integral 
part of Applicant’s existing pipe line system, and the construction and operation 
thereof by Applicant are subject to the requirements of Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that deliveries to Webster be 
limited to a maximum of 720 Mcf daily and that the general terms and condi- 
tions set forth in paragraphs (a), (b), (c) (4) and (e) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure should attach to the certificate 
hereinafter issued, and to the exercise of the rights granted thereunder, and 
that the time within which construction of facilities authorized by this order 
shall be completed and in actual operation should be fixed at 3 months from the 
date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in the application and ex- 
hibits thereto, for the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, upon the terms and conditions 
of this order set forth in paragraphs (B) and (D) hereof. 

(B) The general terms and conditions set forth in paragraphs (a2), (b), (c) 
(4) and (e) of Section 157.20 of the Commission’s Rules of Practice and Pro- 
cedure shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized to be constructed 
and placed in actual operation, as provided by paragraph (b) of Section 157.20 
of the Commission’s Rules of Practice and Procedure, is hereby fixed at 3 
months from the date on which this order issues. 

(D) The facilities of Applicant shall not be utilized in the delivery of more 
than 720 Mcf of natural gas daily to Webster, subject to further order of the 
Commission. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


HAUCKE PIPE LINE COMPANY, DOCKET NO. G—13455 
DECLARATION OF EXEMPTION 
(Issued January 27, 1958) 


On October 14, 1957, Haucke Pipe Line Company (Applicant) filed in Docket 
No. G—13455 an application for exemption from the provisions of the Natural 
Gas Act, pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed, supplemental information supplied, 
and the files of the Commission, it appears that: 

(1) Applicant is engaged in the transportation and sale of natural gas in the 
State of Kansas; 

(2) Applicant purchases interstate natural gas from Cities Service Gas Com- 
pany within the State of Kansas; 

(8) All natural gas received by Applicant is ultimately consumed within the 
State of Kansas, and all of its facilities are located within said State; and 

(4) The State Corporation Commission, State of Kansas, has certificated 
Applicant to operate as a public utility in the State of Kansas under the jurisdic- 
tion of said State Corporation Commission. 


WHEREFORE, the Commission declares, by reason of the foregoing: 
Haucke Pipe Line Company is exempt from the provisions of the Natural Gas 
Act, and the orders, rules and regulations of this Commission issued thereunder. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


POWER AUTHORITY OF THE STATE OF NEW YORK, PROJECT NO. 2216 
ORDER ISSUING LICENSE (MAJOR) AND SUPERSEDING PRIOR ORDER 
(Issued January 30, 1958) 


Application was filed August 20, 1956, and subsequently amended, by Power 
Authority of the State of New York (Applicant), for a license under Section 4 
(e) of the Federal Power Act (hereinafter referred to as the Act) and Public 
Law 85-159, 85th Congress, approved August 21, 1957 (71 Stat. 401),’ for pro- 
posed Project No. 2216 (Niagara project) to be located on the Niagara River, a 
navigable waterway of the United States and an international boundary stream, 
in the County of Niagara, the City of Niagara Falls and the Towns of Niagara 
and Lewiston—all within the State of New York. 

Applicant proposes to construct and operate hydroelectric facilities to utilize 
all of the waters of the Niagara River which it is permissible to divert for power 
purposes in the United States under the terms of the February 27, 1950 treaty 
between the United States and Canada (1 UST 694). The principal project 
works would consist of the Lewiston generating plant about 544 miles downstream 
from the Niagara Falls and the Tuscarora pumping-generating station in the 
Town of Lewiston; intake works in the Niagara River about 3 miles upstream 


2 Public Law 85-159 provides in part: 
* * * the Federal Power Commission is hereby expressly authorized and directed to 
issue a license to the Power Authority of the State of New York for the construction and 
operation of a power project with capacity to utilize all of the United States share of the 
water of the Niagara River permitted to be used by international agreement. 
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from the Falls; a pumped-storage reservoir with usable storage capacity of 
60,000 acre feet occupying about 2,800 acres of land in the Town of Lewiston; a 
water conveyance system about 4 miles long from the intake to the Tuscarora 
pumping-generating station; and a water conduit from the Tuscarora plant to 
the Lewiston generating plant. The project works authorized for construction 
by this order are described in more detail in finding (2) herein. 

In its application, filed August 20, 1956, Applicant proposed that the waterway 
between the intake and the Tuscarora plant consist of two “cut and cover” 
conduits’ over its entire length. Subsequently, by an amendment to its appli- 
eation the Applicant requested authority to construct a 7,000 foot section of the 
waterway at the Tuscarora end as a single unlined open canal in lieu of the 
two cut and cover conduits as originally proposed. Applicant’s plan as amended 
to include this open canal section is identified in the record as “Plan V1.” The 
City of Niagara Falls, the County of Niagara, and the Town of Niagara, inter- 
veners,’ objected to the waterway as proposed by the Applicant and requested in 
their petitions to intervene that the waterway be constructed with sub-surface 
tunnels throughout its entire length. 

The Tuscarora Indian Nation,‘ intervener, objects to having any of its lands 
taken for the reservoir or any other project purpose. 

International Paper Company has requested that its claim to water rights 
involved in Federal Power Commission v. Niagara Mohawk Power Corporation, 
347 U. S. 239, be recognized and protected by including a condition in the license 
for proposed Project No. 2216. 

On September 19, 1957, 18 F. P. C. 344, we issued an order issuing a license 
to Applicant for its proposed project, reserving for further consideration the 
matters involving the waterway, the area of the reservoir and the claimed water 
rights. The Applicant has not filed any acknowledgment of its acceptance of 
the tendered license, taking the position that it is not a “workable license.” 
Under such circumstances we think it appropriate to supersede our order of 
September 19, 1957. However, the license tendered herewith will be made ef- 
fective as of September 1, 1957 as originally provided. 

The hearing previously scheduled was commenced on October 1, 1957; was 
recessed from time to time and was finally concluded on November 27, 1957. 
Sessions were held in Washington, D. C. and Buffalo, New York. Upon motion 
made by Applicant’ we omitted the intermediate decision procedure by order 
issued December 6, 1957. 

The Town of Lewiston, intervener, has requested that the area of the pumped- 
storage reservoir be reduced by approximately 720 acres of land because the 
town hopes to develop that tract of land for industrial uses. The tract con- 


2A “cut and cover” conduit is a waterway constructed by surface excavation of a deep 
cut in which is constructed a concrete conduit and then the excavation is refilled, covering 
the conduit. 

®By our orders issued October 25 and November 1, 1956, and September 12, 1957, ‘re- 
spectively, intervention was granted to: Niagara Mohawk Power Corporation; Attorney 
General of the State of New York on behalf of the people of New York; National Rural 
Electric Cooperative Association and 28 rural electric cooperative associations distributing 
electric power in the States of New York, Ohio and Pennsylvania; Rochester Gas and 
Blectric Corporation; County of Niagara, New York; City of Niagara Falls, New York; 
American Public Power Association; Municipal Electric Utilities Association of New 
York State; City of Jamestown, New York; Town of Lewiston, New York; and Interna- 
tional Paper Company of New York, New York. 

«By orders issued October 2, October 21 and December 9, 1957, intervention was granted 
to Industrial Power Consumers Conference, the Town of Niagara and the Tuscorara Indian 
Nation, respectively. 

6 Applicant’s motion was concurred in by Industrial Power Consumers Conference and 
by Staff Counsel, and it was opposed by certain of the other interveners. 
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sists principally of agricultural lands. As indicated above the proposed pumped- 
storage reservoir would have a usable storage capacity of 60,000 acre feet. 
There has been no suggestion that the usable storage capacity of the reservoir 
should be reduced. In any event approximately that amount of capacity is re- 
quired to properly utilize the water resources involved here. In order to reduce 
the surface area of the reservoir and maintain that storage capacity it would be 
necessary to raise the dikes and operate the reservoir with a greater draw- 
down; modify the Tuscarora plant structures; and modify the pumping, gene- 
rating, and electrical equipment with the result that the increase in cost would 
be equal to about $15,000 for each acre in the tract Lewiston would have us 
remove from the reservoir area. It is clear from the record that the value of 
these lands for industrial use is much less than $15,000 per acre. Therefore, we 
would not be justified in granting Lewiston’s request. 

The Tuscarora Indian Nation objects to the use of approximately 1,000 acres 
of its land for reservoir purposes. The stated reason for its objection is that it 
wants to remain undisturbed in possession of the land. The lands of the Indian 
Nation are almost entirely undeveloped except for agricultural use. The Indian 
Nation states that it will not sell its lands and contends that the Applicant lacks 
authority to acquire them. However, we do not attempt to pass on that ques- 
tion since other lands are available for reservoir use if the Applicant is unable 
to acquire the Indian lands, although alternative lands may be more expensive. 

With respect to the type of waterway to be constructed, the Industrial Power 
Consumers Conference, intervener, urges that the waterway be constructed in 
accordance with Applicant’s Plan VI because such a waterway would cost less 
than any proposed alternative waterway, with the result that power could prob- 
ably be sold to industries in the area at lower cost. 

Two of the interveners, the Town of Lewiston and the County of Niagara, 
filed briefs requesting that Applicant be required to modify its proposed water- 
way plan. They requested that the waterway consist of two tunnels 55 feet in 
diameter for a distance of approximately 6,500 feet from the intake to a point 
beyond Pine Avenue in the City of Niagara Falls, and that the remaining 
15,000 feet of the waterway consists of two cut and cover conduits. This plan 
is identified in the record as “Plan B”, and it would eliminate the 7,000-foot 
section of open canal. 

The two municipal interveners in recommending modification of the Appli- 
eant’s waterway Plan VI, contend that the adverse impact of the Applicant’s 
proposed waterway on the area generally, and in particular the impact of the 
open canal on the area for many years after completion of construction, justi- 
fies the additional cost that would be incurred by the modification requested. 

The staff of the Commission has suggested that substantially all of the ad- 
verse effects the municipal interveners wish to avoid by modification of Appli- 
cant’s Plan VI can be accomplished by constructing two cut and cover conduits 
for the entire distance from the intake to the Tuscarora plant substantially as 
proposed by Applicant in its original application. This plan is designated herein 
as “Plan A”, and can be constructed at less cost than Plan B requested by the 
municipal interveners. 

There is no real controversy over the estimated cost of the several alternative 
plans for the waterway. ‘The total cost (capital cost plus capitalized value of 
power losses*) of the Applicant’s proposed Plan VI is estimated to be 
$145,700,000; Plan A, suggested by the staff, is estimated to cost $171,400,000; 


* Power losses under the several waterway plans vary depending upon magnitude of the 
loss in effective head resulting from varying degrees of water friction in the several types 
of conduits that could be constructed to convey the water. 
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and Plan B, requested by the two municipal interveners, is estimated to cost 
$193,500,000. From these estimates it is apparent that the project cost under 
Plan B should be approximately $47,800,000 more than the cost under Plan VI 
and that the cost under Plan A should be approximately $25,700,000 more than 
the cost under Plan VI. The question is whether the disruption to the com- 
munity and the adverse impact on the area generally would be decreased under 
either Plan A or Plan B sufficiently to justify the added costs that would re- 
sult from construction of either Plan A or Plan B in lieu of Plan VI. 

The single difference between Plan A and Plan B is that under the latter plan 
a 6,500-foot section of the waterway commencing at the intake on the river 
would consist of two tunnels in lieu of the two cut and cover conduits. A 500- 
foot section at each end of each tunnel would have to be constructed from the 
ground surface to a depth of about 300 feet on an angle of 30 degrees to provide 
a means of getting men, equipment and materials in and out of the tunnels dur- 
ing construction. The area surrounding these entrances would have to be 
cleared to provide working space and would adversely affect those areas of the 
right of way to about the same extent as excavation for cut and cover conduits. 
Although it might be possible to permit existing homes to remain on a substan- 
tial part of the 6,500 foot section of the right of way if tunnels are constructed, 
there is testimony in the record which indicates that a substantial number of 
the home owners would not remain in their homes during construction of the 
tunnels. The Applicant is developing an area within which to move the homes 
of those who desire to be moved and the others will, of course, be compensated 
for the taking of their homes. 

The disruption to traffic during construction could be as great if tunnels are 
constructed as it would be under the cut and cover plan. The material to be 
removed from the tunnels and the construction materials, including concrete for 
the lining in the tunnels, would have to be moved over city streets whereas the 
materials excavated and the construction materials under the cut and cover 
plan would be moved almost entirely over roads to be constructed on the right 
of way that would be cleared. These construction roads would be built so that 
they would pass under existing streets which cross the conduit right of way. 
In view of these facts we would not be justified in requiring the Applicant to 
incur the additional cost required to provide tunnels in lieu of cut and cover 
conduits in this 6,500 foot section of the waterway. 

As pointed out earlier the only difference between Plan VI and Plan A is 
that under the latter plan two cut and cover conduits would be constructed for 
a distance of 7,000 feet within the Towns of Niagara and Lewiston in lieu of 
an open canal through that same section. 

The open canal under Plan VI would be at least 200 feet wide at ground level 
and about 134 feet deep with the water surface as much as 70 feet below ground 
level. The water in the canal would be about 64 feet deep and would flow with 
a maximum velocity of 6.5 feet per second. Only one bridge would cross the 
7,000 foot section and in order to protect the public from the hazards of the 
canal it would be necessary to parallel it on both sides with a very heavy fence 
in an effort to exclude the public from the area to avoid loss of life in the canal. 

Although during the construction period the open canal would not affect the 
public and the surrounding area any more adversely than would covered con- 
duits, the open canal would have adverse effects on the surrounding area for all 
time after the project is completed. 

The construction, operation and maintenance of the Applicant’s project with 
its very large and relatively low cost power output will undoubtedly stimulate 
growth in population and economic activity in the area adjacent to the project, 
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including the City of Niagara Falls and the Towns of Niagara and Lewiston. 
This growth would require an extension of community facilities and services 
such as schools, roads, water supply sewers, police protection, fire protection 
and civil defense. The construction of cut and cover conduits in lieu of the 
open canal would permit use of the right of way for many purposes such as 
parks, golf courses or other recreational areas, streets, underground utilities, 
transmission line rights-of-way and other uses, which could not be made if the 
open canal is constructed. 

The open canal would serve to partition the Towns of Niagara and Lewiston 
and would complete the encirclement of a substantial area in the two towns. 
The Niagara River on the west and the existing system of railroad tracks and 
yards to the south provide obstacles on two sides. The open canal between the 
Tuscarora and Lewiston power plants will provide a serious obstacle on the 
north and the open canal section on the west, if constructed, would complete 
the encirclement. 

In this connection the open canal section between the intake and the Tus- 
earora forebay with its “man proof” fences and with only a single bridge over 
its 7,000 foot length would be particularly undesirable in that it would provide 
a formidable barrier and be very detrimental in any effort to evacuate the 
people from the area in an emergency. This would seriously restrict the estab- 
lishment of an adequate civil defense program and could result in substantial 
loss of life in the event of an enemy attack. 

Another factor we have considered in reaching our decision to require cut 
and over conduits in lieu of the open canal is the possible effect the increase 
in project costs might have on the cost of power to be sold to industries in the 
area, both existing and potential, which are looking to the Niagara project as 
a source of power at a cost low enough to enable them to compete with similar 
industries in other parts of the country. An analysis of the probable cost of 
power made by the staff based upon a 50-year amortization period indicates 
that the net average annual energy cost per kilowatt-hour of project output 
would be 2.71 mills if the project waterway is constructed in accordance with 
Plan VI as compared to a cost of 2.80 mills under Plan A." The Applicant con- 
tends that these figures are inaccurate because the project investment must be 
recovered through power revenues in about 30 years instead of 50 years. An 
analysis of the cost made by the Applicant, based on the staff’s method of 
computation to which Applicant applied a debt service factor of 1.4 to reflect 
the shorter period, indicates that the net average annual energy cost per kilo- 
watt-hour would be 3.61 mills under Plan VI and 3.73 mills under Plan A. It 
is probable that neither analysis indicates with any great degree of accuracy 
what the actual net average annual energy cost per kilowatt-hour will be upon 
completion of the project. However, the net average costs developed in both 
analyses do indicate the range of the difference in cost per kilowatt-hour that 
would probably be experienced under the two alternative waterway plans. 
These differences, ranging from .09 mill to .12 mill per kilowatt-hour could not 
in our judgment be expected to have a sufficiently adverse effect upon the cost 
of project power to be delivered to local industries to justify our authorizing 
the lower cost open canal with its resulting disadvantages as compared with 
the cut and cover conduits authorized herein. 

As mentioned previously, International Paper Company has requested the 
inclusion of a condition in the license for Project No. 2216 which would recog- 


7The greater friction losses that would be experienced in a Plan A waterway would 
decrease the net average annual energy output of the project by about 100 million kilowatt- 
hours. (13.0 billion under Plan VI as compared to 12.9 billion under Plan A). 
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nize and protect its claim to the use of 730 cubic feet per second (cfs) of water 
from the Niagara River for hydroelectric development. In our view we are 
not required to pass upon the claim of International Paper Company in this 
proceeding and, consequently, we are not including in the license any of the 
alternative conditions requested by the Company. However, if it has a valid 
claim against the Power Authority of the State of New York, the Company will 


be protected by Section 10 (c) of the Act [16 U. S. C. 803 (c)] which reads in 
part as follows: 


* * * Each licensee hereunder shall be liable for all damages occasioned 
to the property of others by the construction, maintenance, or operation of 
the project works or of the works appurtenant or accessory thereto, con- 


structed under the license, and in no event shall the United States be liable 
therefor. 


By letter dated September 30, 1957 the Secretary of the Interior reported on 
the application for license and recommended that three conditions be included 
in the license. Article 31 of the license as issued herein is substantially the 
same as the first condition proposed by the Secretary. The other two proposed 
conditions appear to be designed to require that the project shall not be oper- 
ated in such a manner as to endanger human life in the Niagara River at and 
downstream from the Lewiston power plant. We do not have sufficient in- 
formation to determine at this time whether the license should be so condi- 
tioned. However, this matter will be considered further and we may at any 
time prescribe appropriate rules and regulations for the protection of life, 
health and property pursuant to the provisions of Section 10 (c) of the Act. 

The Secretary of the Army and the Chief of Engineers in reporting on the 
application have recommended certain terms and conditions for inclusion in 
the license as hereinafter provided. 


The Commission finds: 


(1) The proposed project would affect navigable waters of the United States. 

(2) The project authorized herein consists of: 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interest in such lands 
necessary or appropriate for the purposes of the project, whether such lands or 
interest therein are owned or held by the Licensee or by the United States; such 
project area and project boundary being more specifically shown and described 
by certain exhibits filed by Applicant, the approval of which by the Commission 
shall be as hereinafter provided. 

(b) All project works comprising: 

(1) A concrete intake and gate structure in and near Niagara River about 
three miles above the Falls; 

(2) A cut and cover conduit system extending about 21,500 feet from the 
intake gate structure to the forebay/afterbay of the Tuscarora pumping-gen- 
erating plant; 

(3) The Tuscarora pumping-generating plant in the Town of Lewiston with 
twelve pump-generator units rated about 20,000 kilowatts each as generators, 
and about 28,000 kilowatts as motors, located between the Tuscarora forebay/ 
afterbay and the Tuscarora pumped-storage reservoir ; 

(4) The Tuscarora pumped-storage reservoir in the Town of Lewiston lo- 
cated adjacent to the pumping-generating plant having a maximum normal 
operating level at elevation 645 feet, a usable storage capacity of about 60,000 
acre feet with a drawdown of about 25 feet, and with the top of the encom- 
passing dike at elevation 655 feet ; 
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(5) An open canal extending about 2,600 feet from the Tuscarora forebay/ 
afterbay to the forebay of the Lewiston generating plant ; 

(6) The Lewiston generating plant in the Town of Lewiston with forebay, 
penstocks, thirteen 150,000 kilowatt generating units, step-up transformers, and 
high-tension lines to the switchyard ; and 

(7) A switchyard near the pumping-generating plant; the location, nature 
and character of which project works are more specifically shown and described 
by exhibits filed by Applicant and which are designated and described as follows: 


Exhibit L: 
(FPC No. 2216-23) Waterways—Intake Structure; 
(FPC No. 2216-24) Waterways—Intake Gate Structure ; 
(FPC No. 2216-25) Lewiston Power Plant Plan; 
(FPC No. 2216-26) Lewiston Power Plant—Downstream Elevation; 
(FPC No. 2216-27) Lewiston Power Plant—Generator and Transformer 
Structures ; 
(FPC No. 2216-28) Lewiston Power Plant—Intake Structure ; 
(FPC Nos. 2216-29 and -30) Tuscarora Pump-Power Plant; 
(FPC No. 2216-31) Parkway Development; and 
Exhibit M: Three printed sheets, entitled “General Descriptions of Equip- 
ment” filed in the Commission August 20, 1956, as modified by Exhibit M 
filed in the Commission on September 30, 1957. 


(c) All other structures, fixtures, equipment or facilities used or useful in the 
maintenance and operation of the project and located on the project area, includ- 
ing such portable property as may be used or useful in connection with the project 
or any part thereof, whether located on or off the project area, if and to the extent 
that the inclusion of such property as part of the project is approved or acquiesced 
in by the Commission ; also, all riparian or other rights, the use or possession of 
which is necessary or appropriate in the maintenance or operation of the project. 

(3) The Applicant is a corporate municipal instrumentality, a political sub- 
division of the State of New York, organized and existing under the laws of the 
State of New York, and is a municipality within the meaning of Section 3 (7) 
of the Act; and it has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the pur- 
poses of a license for the project. 

(4) Public notice of the application has been given and a public hearing has 
been held ; 

(5) The proposed project will not affect any Government dam and the issuance 
of a license therefor, as hereinafter provided, will not affect the development 
of any water resources for public purposes which should be undertaken by the 
United States. 

(6) Applicant has submitted satisfactory evidence of its financial ability to 
construct the proposed project. 

(7) Subject to the terms and conditions hereinafter specified, the proposed 
project is best adapted to a comprehensive plan for development of the Niagara 
River for the use or benefit of interstate or foreign commerce, for the improvement 
and utilization of water-power development, and for other beneficial public uses, 
including recreational purposes. 

(8) The installed horsepower capacity of the proposed project hereinafter 
authorized for the purpose of computing the capacity component of the adminis- 
trative annual charges is 2,920,000 horsepower. The energy to be generated at 
the proposed project will be marketed in accordance with the provisions of 
Public Law 85-159, supra. 





FEDERAL POWER COMMISSION 193 


(9) The amount of annual charges to be paid under the license for the purpose 
of reimbursing the United States for the cost of administration of Part I of the 
Act as hereinafter provided is reasonable. 

(10) It is desirable to reserve for future Commission determination what 
transmission lines, if any, should be included in this license. 

(11) Exhibit J, K and L drawings should be modified to conform with the de- 
scription of the project works in finding (2) (b) above, and, as so modified, they 
should be filed for approval. 


The Commission orders: 


(A) This license is issued to Power Authority of the State of New York (here- 
inafter referred to as the Licensee) under the provisions of Section 4 (e) of the 
Federal Power Act and Public Law 85-159 (71 Stat. 401), for a period of 50 
years, effective as of September 1, 1957, for the construction, operation and 
maintenance of the Niagara Project No. 2216, located on the Niagara River, a 
navigable water of the United States and an international boundry stream, in 
the vicinity of Niagara Falls, for the purpose of developing all of the waters 
of the Niagara River which it is permissible to divert for power purposes in 
the United States under the terms of the 1950 treaty between the United States 
and Canada, subject to the terms and conditions of the Federal Power Act, and 
the aforementioned Public Law 85-159, both of which are incorporated by refer- 
ence as part of this license, and subject to such rules and regulations as the 
Commission has issued or prescribed under the provisions of the Act, and subject 
to the applicable provisions of the aforementioned 1950 treaty between the United 
States and Canada. 

(B) This license is also subject to the terms and conditions set forth in Form 
L-4, December 15, 1953, entitled “Terms and Conditions of License for Uncon- 
structed Major Project Affecting Navigable Waters of the United States” (16 
FPC 1284), which terms and conditions, described as Articles 1 through 18 
therein, except for Articles 7, 14 and 15 thereof, and except that the Chief of 
Engineers, Department of the Army, shall have supervision of stream gaging 
operations under Article 6 thereof in lieu of the District Engineer of the United 
States Geological Survey, are attached hereto and made a part hereof; and 
subject to the following special conditions set forth herein as additional articles: 

Article 19. The Licensee shall pay to the United States the following annual 
charge: 

For the purpose of reimbursing the United States for the cost of administration 
of Part I of the Act, one (1) cent per horsepower on the authorized installed 
capacity (2,920,000 horsepower) plus two and one-half (2%) cents per 1,000 
kilowatt-hours of gross energy generated by the project during the calendar year 
for which the charge is made. 

Article 20. In order to assure that at least 50 per centum of the project power 
shall be available for sale and distribution primarily for the benefit of the people 
as consumers, particularly domestic and rural consumers, to whom such power 
shall be made available at the lowest rates reasonably possible and in such 
manner as to encourage the widest possible use, the Licensee in disposing of 50 
per centum of the project power shall give preference and priority to public 
bodies and non-profit cooperatives within economic transmission distance. In 
any case in which project power subject to the preference provisions of this 
article is sold to utility companies organized and administered for profit, the 
Licensee shall make flexible arrangements and contracts providing for the 
withdrawal upon reasonable notice and fair terms of enough power to meet the 
reasonably foreseeable needs of the preference customers. 
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Article 21. The Licensee shall make a reasonable portion of the project power 
subject to the preference provisions of Article 20 available for use within reason- 
able economic transmission distance in neighboring States, but this article shall 
not be construed to require more than 20 per centum of the project power subject 
to such preference provisions to be made available for use in such States. The 
Licensee shall cooperate with the appropriate agencies in such States to insure 
compliance with this requirement. In the event of disagreement between the 
Licensee and the power-marketing agencies of any of such States, the Federal 
Power Commission may, after public hearings, determine and fix the applicable 
portion of power to be made available and the terms applicable thereto: Provided, 
That if any such State shall have designated a bargaining agency for the pro- 
curement of such power on behalf of such State, the Licensee shall deal only 
with such agency in that State. The arrangements made by the Licensee for 
the sale of power to or in such States shall include observance of the preferences 
in Article 20. 

Article 22. The Licensee shall contract, with the approval of the Governor of 
the State of New York, pursuant to the procedure established by New York 
law, to sell to the Licensee of Federal Power Commission Project No. 16 for a 
period ending not later than the final maturity date of the bonds initially issued 
to finance the project works herein specifically authorized, four hundred forty- 
five thousand kilowatts of the remaining project power, which is equivalent 
to the amount produced by Project No. 16 prior to June 7, 1956, for resale 
generally to the industries which purchased power produced by Project No. 16 
prior to such date, or their successors, in order as nearly as possible to restore 
low power costs to such industries and for the same general purposes for which 
power from Project No. 16 was utilized: Provided, That the Licensee of Project 
No. 16 consents to the surrender of its license at the completion of the construc- 
tion of such project works upon terms agreed to by both Licensees and approved 
by the Federal Power Commission which shall include the following (a) the 
Licensee of Project No. 16 shall waive and release any claim for compensation 
or damages from the Power Authority of the State of New York or from the 
State of New York, except just compensation for tangible property and rights- 
of-way actually taken, and (b) without limiting the generality of the foregoing, 
the Licensee of Project No. 16 shall waive all claims to compensation or damages 
based upon loss of or damage to riparian rights, diversionary rights, or other 
rights relating to the diversion or use of water, whether founded on legislative 
grant or otherwise. 

Article 23. The Licensee shall, if available on reasonable terms and conditions, 
acquire by purchase or other agreement, the ownership or use of, or if unable 
to do so, construct such transmission lines as may be necessary to make the 
power and energy generated at the project available in wholesale quantities 
for sale on fair and reasonable terms and conditions to privately owned com- 
panies, to the preference customers enumerated in Article 20, and to the neighbor- 
ing States in accordance with Article 21. 

Article 24. In the event project power is sold to any purchaser for resale, 
contracts for such sale shall include adequate provisions for establishing resale 
rates, to be approved by the Licensee, consistent with Articles 20 and 22. 

Article 25. The Licensee, in cooperation with the appropriate agency of the 
State of New York which is concerned with the development of parks in such 
State, may construct a scenic drive and park on the American side of the 
Niagara River, near the Niagara Falls, pursuant to a plan the general outlines 
of which shall be approved by the Federal Power Commission; and the cost of 
such drive and park shall be considered a part of the cost of the power project 
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and part of the Licensee’s net investment in said project: Provided, That the 
maximum part of the cost of such drive and park to be borne by the power 
project and to be considered a part of the Licensee’s net investment shall not 
exceed $15,000,000. 

Article 26. The Licensee shall pay to the United States and include in its net 
investment in the project herein authorized the United States share of the cost 
of the construction of the remedial works, including engineering and economic 
investigations, undertaken in accordance with Article II of the treaty between 
the United States of America and Canada concerning uses of the waters of the 
Niagara River signed February 27, 1950, whenever such remedial works are 
constructed. The Licensee shall also pay to the United States the United States 
share of the cost of operation, maintenance and replacements of the remedial 
works. The amounts to be paid under this article shall be hereafter determined 
by the Commission. 

Article 27. The Licensee shall submit for Commission approval Exhibits F 
and K, prepared in accordance with the Commission’s rules and regulations, 
within two years from the effective date of this license. 

Article 28. The Commission reserves the right to determine at a later date 
what transmission lines shall be included in this license as part of the project 
works. 

Article 29. The Licensee shall commence construction of the project within 
one year from the effective date of this license, shall thereafter in good faith 
and with due diligence prosecute the construction, and complete the project 
within six (6) years from the effective date of this license. 

Article 30. The Licensee, prior to starting construction of any portion of the 
project which would affect the operation of the existing terminal at the foot 
of Hyde Park Boulevard, shall: construct in the general vicinity of the intake 
structure, a terminal for the receipt of water borne commerce; excavate a 
channel alongside the terminal and connecting to the Federal channels in 
Niagara River to a depth to fully utilize the depths provided in the Federa! 
channels; construct a suitable mainland access to the terminal; submit for 
Commission approval Exhibit L, general design drawings for these works in 
accordance with the Commission’s rules and regulations; and transfer the com- 
pleted terminal facilities to the City of Niagara Falls without charge. 

Article 31. The Licensee shall construct, operate and maintain or shall ar- 
range for the construction, operation and maintenance of such fish facilities or 
protective devices for the purpose of conserving fish and wildlife resources, and 
comply with such reasonable modifications in project structures and operations 
in the interest of conserving fish and wildlife resources as may be prescribed 
hereafter by the Commission upon recommendation of the Secretary of the 
Interior or the New York State Division of Fish and Game. 

Article 32. The Licensee shall at such times as the Commission may direct 
and to the extent that it is economically feasible to do so, and after notice and 
opportunity for hearing, install additional units in the Lewiston and/or Tus- 
carora plants and make other project changes as may be found by the Com- 
mission to be best adapted to a comprehensive plan for improving and developing 
the Niagara River. 

Article 38. The Licensee shall, not later than July 1, 1958, file for Commis- 
sion approval revised Exhibits J and L drawings for the pumped-storage res- 
ervoir, for the cut and cover conduit system extending from the Conners Island 
intake structure to the Tuscarora forebay/afterbay, and for the open canal ex- 
tending from the Tuscarora forebay/afterbay to the Lewiston forebay. 
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Article 34. The final design of the intake structure shall be based on model 
tests and the Licensee shall, not later than July 1, 1958, file for Commission 
approval Exhibit L drawings showing such final design. 

Article 35. The Licensee shall reimburse the United States for the cost of any 
model tests considered necessary by the Chief of Engineers to determine the 
effect of the intake structure together with the approach channel on navigation 
in the Niagara River. 

Article 36. The final design of the cut and cover conduit shall be checked 
by a structural model with respect to its strength and water tightness. 

Article 37. The Licensee shall make hydraulic model studies of the entire 
waterway extending from the Conners Island intake to the Lewiston power 
plant for the purpose of testing its performance under normal load conditions 
and under sudden load rejection conditions. 

Article 38. The Licensee shall engage at least two qualified independent con- 
sulting engineers for the purpose of reviewing and reporting on the hydraulic 
and structural design of the waterways. The report of the consulting engineers 
shall be submitted for Commission consideration not later than the date upon 
which design drawings (Exhibit L) for the waterways are filed pursuant to 
Articles 33, 36 and 37. 

Article 39. The Licensee shall protect property and the public during con- 
struction and shall minimize disruption of community activities and facilities 
in accordance with representations made by the Licensee on the record in the 
proceeding on the application for license. 

Article 40. The Licensee shall, to the satisfaction of the Commission, restore 
the surface area affected by the project to permit reasonable utilization of the 
area by others consistent with the primary purpose of the project. 

(C) The exhibits designated and described in finding (2) (b) (7) are ap- 
proved and made part of the license. 

(D) The order issued September 19, 1957 issuing license for Project No. 2216 
is rescinded and superseded by this order. 

(E) The request of intervener, International Paper Company that conditions 
proposed by it for inclusion in the license recognizing and protecting its water 
right claim in Project No. 2216, be and the same is hereby denied. 

(F) This order shall become final thirty (30) days from the date of its is- 
suance unless application for rehearing shall be filed as provided in Section 
313 (a) of the Act, and failure to file such an application shall constitute ac- 
ceptance of this license. In acknowledgment of the acceptance of this license, 
it shall be signed for the Licensee and returned to the Commission within sixty 
(60) days from the date of its issuance. 


Before Commissioners: Jerome K. Kuykendall, Chairman: Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS EASTERN TRANSMISSION CORPORATION AND TRANSCONTI- 
NENTAL GAS PIPE LINE CORPORATION, DOCKET NO. G-4610 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 31, 1958) 


On December 4, 1957, Texas Eastern Transmission Corporation (Texas East- 
ern) and Transcontinental Gas Pipe Line Corporation (Transco) filed in 
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Docket No. G-4610 a joint petition to amend the Commission’s order of July 5, 
1955, issuing a certificate of public convenience and necessity in said docket. 

The purpose of the proposed amendment is to add a new point of inter- 
connection between the systems of the two Applicants to the four existing points 
of interconnection previously authorized in Docket No. G-—4610, pursuant to a 
new agreement between said Applicants dated September 23, 1957, which agree- 
ment adds the proposed new delivery point but retains unchanged the provision 
for the four delivery points established in the agreement of April 28, 1954, 
which is hereby superseded. The provision for gas-for-gas exchange between 
Texas Eastern and Transco to be made within 60 days from the date the initial 
deliveries are made continues in force. 

The instant petition seeks authority to construct and operate a tap on Texas 
Eastern’s 30-inch South Louisiana line near its St. Francisville Compressor 
Station in West Feliciana Parish, Louisiana, and approximately 1.88 miles of 
14-inch pipeline from that point to Transco’s Compressor Station No. 6 in East 
Feliciana Parish, Louisiana. Transco proposes to construct the necessary meter- 
ing facilities. 

The proposed new interconnection is designed to add a second point of con- 
nection on the south end of Applicants’ systems to obtain maximum flexibility 
and utilization of the systems. It is necessitated by the change of Texas 
Eastern’s 20-inch line to the transportation of petroleum products and the con- 
sequent restriction of gas transportation to Texas Eastern’s 10-inch line in 
Newton County, Texas. 

The total estimated cost of $226,500 ($185,500 to Texas Eastern and $41,000 
to Transco) will be financed from funds on hand. 

Due notice of the petition herein was published in the Federal Register on 
January 7, 1958 (23 FR 122). No petition to intervene or protest to the grant- 
ing of the petition has been received. 


The Commission finds: 


It is necessary and desirable in the public interest that the Commission’s 
order issued in Docket No. G—4610 on July 5, 1955, be amended to authorize the 
construction and operation of an additional point of interconnection between 
the gas systems of Texas Eastern and Transco consisting of a tap on Texas 
Eastern’s 30-inch South Louisiana line near its St. Francisville Compressor 
Station in West Feliciana Parish, Louisiana, approximately 1.88 miles of 14- 
inch pipeline from that point to Transco’s Compressor Station No. 6 in East 
Feliciana Parish, Louisiana, and a metering station at the new interconnection. 


The Commission orders: 


(A) The order of the Commission issuing a certificate of public convenience 
and necessity to the Applicants herein in Docket No. G-4610 on July 5, 1955, be 
and the same is hereby amended to authorize the construction and operation of 
the additional interconnection between the systems of the two Applicants as 
hereinbefore described and as more fully described in the application and ex- 
hibits filed on December 4, 1957, herein. 

(B) In all other respects, the authorizations and conditions set forth in said 
order issued July 5, 1955, and the exercise of the rights granted thereunder shall 
remain in full force and effect. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CHAMPLAIN OIL & REFINING COMPANY, DOCKET NOS. G-9277 
AND G-9280 


PAN AMERICAN PETROLEUM CORPORATION, CONTINENTAL OIL 
COMPANY, DOCKET NO. G-—9279 


WESTERN NATURAL GAS COMPANY, DOCKET NO. G-9281 


THH ATLANTIC REFINING COMPANY, DOCKETS NOS. G-9283 
AND G-9284 


HUMBLE OIL & REFINING COMPANY, DOCKET NOS. G—9287 
AND G-9288 


Cc. V. LYMAN, DOCKET NO. G-9289 


SINCLAIR OIL & GAS COMPANY, DOCKETS NOS. G-9291 
AND G-9292, HT AL. 


TIDEWATER OIL COMPANY, DOCKET NO. G-13310, ET AL. 
ORDER ON APPEALS FROM RULINGS OF PRESIDING EXAMINER 
(Issued January 31, 1958) 


There have been certified to us on January 16, 1958, in accordance with Sec- 
tion 1.28 of our Rules, appeals from rulings of the presiding examiner exclud- 
ing certain testimony and exhibits from record evidence in the hearing held in 
the above-entitled proceedings. 

The above dockets were consolidated for hearing by our order issued Decem- 
ber 6, 1957, for limited purposes specified therein. As indicated in the order 
the proceedings represent rate investigations and suspensions instituted by the 
Commission against the respective Respondents. To aid the investigations Re- 
spondents entered into a cooperative effort to brief and analyze most of the 
independent producer gas rate schedules on file with the Commission in order 
to make available evidence as to the rates under which sales of natural gas are 
made in the several producing areas. In order that this evidence might be 
presented in one hearing, which has been referred to as the “omnibus” hearing, 
and yet be available subsequently for introduction in records in the separate 
dockets, we consolidated the above proceedings for this limited purpose and 
provided that the basic rate schedule evidence be presented. By that order, 
among other things, we also granted opportunity to the parties to present 
“analyses or interpretations” of the basic data and to present “generally ap- 
plicable evidence relating to a theory or theories of rate fixing for sales of 
natural gas by independent producers, subject to the jurisdiction of the Com- 
mission, including evidence of a general economic or accounting nature, but 
excluding evidence applicable only to the cost of service or form and level of 
rates of any particular and individual Respondent”. 

At the hearing held beginning January 7, 1958, the basic rate schedule data 
were presented and also testimony and exhibits in analysis and interpretation 
thereof. Subsequently, evidence was presented by the Respondents through the 
testimony of five witnesses and by means of exhibits on a theory of rate fixing, 
purportedly in accordance with the opportunity afforded by the Commission’s 
order. 
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The testimony of three witnesses offered by Respondents was the subject of 
motions to strike, Richard J. Gonzalez, M. A. Adelman and Henry Herz and 
objections were made to certain of the exhibits related thereto. Dr. Gonzalez, 
who is an economist and director of Humble Oil and Refining Company, testi- 
fied generally on the economic aspects of the business of producing natural gas 
and on the problems that would be encountered in regulating gas producers. 

Dr. Adelman, who is a professor of economics at the Massachusetts Institute 
of Technology was called, in his words, to express his opinion on an appropriate 
method of determining just and reasonable prices for natural gas producers 
taking into account the limitations imposed by City of Detroit v. F. P. C., 230 
F. 2d 810 (CADC), certiorari denied 352 U. S. 829. Among other matters, he 
discussed questions of supply and demand in connection with the natural gas 
industry, and the alleged advantages of a competitive market price in providing 
an appropriate incentive to production, so that the amount of natural gas pro- 
duced would not be greater or less than the quantity demanded. He recom- 
mended that the Commission use the alleged competitive market price as a basis 
for rate regulation pointing out, what were, in his opinion, the disadvantages of 
using the cost of service method and otherwise departing from the competitive 
market price. In the latter part of his testimony he testified, utilizing exhibits 
20-LC through 35-LC, why it was his opinion that the sale of natural gas by the 
producers was competitive rather than monopolistic. He concluded by attempt- 
ing to show how the Commission could utilize his views and approach in regu- 
lating rates. 

Dr. Herz, a consulting economist, presented concepts and data concerning the 
end markets for natural gas which he believed would assist the Commission in 
carrying out its duties. He discussed the importance of the Commission’s study- 
ing end markets, the interdependence of producer and consumer interests par- 
ticularly as affected by the price determined by the Commission for the producer 
sales, and what he indicated were the undesirable effects of setting a price for 
gas arbitrarily low with reference to other than the economic standards ad- 
vocated by him. Utilizing pages 1-37 of exhibit 36-LC, he then proceded to 
discuss national trends in the demand for and use of natural gas. Thereafter 
(Tr. 560—-LC, line 25, through 575—-LC, line 15) utilizing the charts and tables 
on pages 38 to 90 and appendix pp. X-5 to X-8 of exhibit 36—LC, inclusive, he 
went on to discuss trends in the consumption of natural gas by specified metro- 
politan market areas throughout the nation comparing, among other things, the 
prices of various fuels and their apparent effect on consumer demands for gas 
for space heating in the several cities, and the prices and use of natural gas and 
electricity for purposes other than space heating. He completed his testimony 
(after Tr. 575, line 15) by setting forth his conclusions as to the importance of 
the price system in adjusting supply to demand. 

Counsel for complainants moved that all of the evidence presented by the 
witnesses Gonzalez, Adelman and Herz be stricken on the ground that it is ir- 
relevant and immaterial because based on the theory that competition exists in 
the supply of natural gas. Counsel for the Consolidated Natural Gas Com- 
panies, with certain reservations supported the motion of counsel for the com- 
plainants, and that of staff counsel below. 

Upon the conclusion of Respondents’ presentation, staff counsel moved to strike 
the portion of Dr. Herz’s testimony relating to the specific market areas and the 
appurtenant parts of exhibit 36-LC on the ground that the individual mar- 
keting area requirements, as opposed to national requirements had no bearing 
on the subject matter of the proceeding. With respect to the other testimony 
and exhibits introduced in this consolidated proceeding staff counsel at the 
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same time noted that he was reserving the right to object to the evidence on 
the ground of materiality and relevancy at an appropriate time in the course of 
the individual proceedings. Counsel for United Gas Improvement Company 
also reserved the right later to move to strike evidence on the ground of ma- 
teriality and relevancy. 

Coming to rule upon the motions to strike, the presiding examiner denied the 
motion with respect to the testimony of the witness Gonzalez, but granted them 
with respect to the witness Adelman and the related exhibits 20-LC through 
55-LC, on the ground that following Dr. Adelman’s theory would result, in 
derogation of the Gas Act and the court decisions, in no regulation whatever. 
With respect to the witness Herz the presiding examiner granted the motions to 
strike the testimony with respect to gas consumption in the specific marketing 
areas (Tr. 560-LC, line 25 through 575-LC, line 15) and excluded from evidence 
portions of exhibit 36~-LC (pages 38-90 and appendix pp. X-5 to X-8, inclusive), 
but denied the motions with respect to the remainder of Dr. Herz’s testimony. 
Counsel for Respondents thereupon took their appeal to us with respect to the 
evidence rejected. 

As we look at the evidence referred to above presented by Respondents and 
excluded by the presiding examiner we are of the opinion that this evidence 
(with one exception discussed below) is admissible for the purposes of this 
proceeding and in accordance with our order of December 6, 1957, whatever 
weight will be given to it eventually. By that order we afforded a broad op- 
portunity to present evidence relating to theories of rate fixing, but excluded 
evidence relating to specific companies. We conclude, therefore, that, with the 
exception hereinafter discussed, the rulings of the presiding examiner should 
be reversed. 

In reaching these conclusions we are influenced by the peculiar nature of 
this proceeding, and, more importantly, by the fact that none of these Re- 
spondents as yet have offered evidence in the individual proceedings in support 
of their separate rates and charges. Because of these facts, we are unable at 
this time to find that the excluded evidence has no pertinence to their individ- 
ual total presentations. Furthermore, when the separate hearings are held 
with respect to the rates of the individual Respondents herein, the evidence 
here admitted may appear to be defective at that time in whole or in part when 
individual rates are in question, so that it must remain subject to objections 
or motions to strike at such later stages. 

There is one remaining evidentiary point that must be considered. In addi- 
tion to the testimony of Dr. Herz and the exhibits referred to above, staff coun- 
sel objected to exhibit 43-LC, and was sustained by the presiding examiner, 
and the matter was likewise appealed to us. This exhibit is composed of four 
letters from accounting firms. These object to the use of the sales realization 
method of allocating costs between oil and gas production and support the testi- 
mony of the witness Paul Grady, who testified on the subject. While the tech- 
nical rules of evidence need not be applied and this evidence might appear 
relevant in subject matter, we do not think that in the circumstances it is 
properly admissible. The testimony of the witness Grady was submitted sub- 
ject to opposing testimony and the witness himself is available for cross exam- 
ination. On the other hand, the letters from the four accounting firms express- 
ing little more than agreement with Mr. Grady’s conclusions are not only cumu- 
lative, but since the writers of the letters were not present or available for 
croxus examination, this evidence is not of the kind which would affect reason- 
able and fair-minded men in the conduct of their daily affairs (Rule 1.26 (a)). 
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The Commission orders: 


(A) The rulings of the presiding examiner made at the hearing held on 
January 15, 1958, striking from the record herein testimony of witnesses Adel- 
man and Herz and excluding the related exhibits 20-LC through 35-LC, and a 
portion of exhibit 36—-LC are hereby reversed, but such evidence is subject to 
appropriate motions to strike and objections thereto at the separate hearings 
held with respect to the above-entitled individual Respondents. 

(B) The ruling of the presiding examiner excluding from evidence exhibit 
43-LC is hereby affirmed. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, ET AL., DOCKET NO. G—13137, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 31, 1958) * 


United Gas Pipe Line Company (United), a Delaware corporation with its 
principal place of business in Shreveport, Louisiana, filed on August 26, 1957, 
an application for a certificate of public convenience and necessity in Docket 
No. G-13137 pursuant to Section 7 of the Natural Gas Act for authorization to 
construct and operate approximately 1.8 miles of 6-inch lateral supply pipeline, 
with appurtenances, extending in a northeasterly direction from a point of 
connection at approximate Milepost 9.15 on its existing 20-inch Mustang Island 
pipeline to a purchase meter station to be installed and operated by United in 
the West Puerto Bay Field area, San Patricio County, Texas, subject to the 
jurisdiction of the Commission, as more fully described in the application on 
file with the Commission. 

~ * ” s * 7 a 

United proposes to construct and ecperate the above-described facilities to 
enable it to purchase and take natural gas produced by Rosenstiel and Conroe 
for transportation and resale thereof. 

The estimated cost of facilities of United is stated to be $43,554, and will be 
defrayed from current funds. 

The volumes of gas to be made available to United appear reasonably ade- 
quate to warrant the construction of the proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 22, 1958, respecting the matters involved in and the issues presented 
by the applications. No appearances other than staff counsel were entered 
upon the record and no evidence offered in opposition to the granting of the 
applications. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision herein 
pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 
* - * - 2 * a 
(2) United is engaged in the transportation of natural gas in interstate com- 
merce and the sale in interstate commerce of such gas for resale, and, there- 
fore, is a “natural-gas company” within the meaning of the Natural Gas Act 
and subject to the provisions thereof as heretofore found by the Commission. 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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(3) The facilities hereinbefore described, as more fully described in the ap- 
plication in Docket No. G—13137, which are proposed to be constructed and 
operated by United as an integral part of its existing natural gas system will 
be used for the transportation of natural gas in interstate commerce subject 
to the jurisdiction of the Commission, and therefore, said facilities are subject 
to the requirements of Subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

e * * * * * 7” 

(5) United, Rosenstiel and Conroe are each able and willing properly to do 
the acts and to perform the service proposed and to conform to the provisions 
of the Natural Gas Act, and the requirements, rules and regulations of the 
Commission thereunder : 

(6) The construction and operation by United of the facilities referred to 
in paragraph (3) hereof and the sale of natural gas by Rosenstiel, referred to 
in paragraph (4) hereof, together with the construction and operation by Rosen- 
stiel and Conroe of any facilities subject to the jurisdiction of the Commission 
necessary therefor, are or will be respectively required by the present or future 
public convenience and necessity, and therefore, United’s and Rosenstiel, et al., 
separate requests for a certificate of public convenience and necessity should 
be granted and United and Rosenstiel each authorized to perform the afore- 
said acts, operations, sale and service as proposed and as hereinafter ordered 
and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (ec) (3), (ce) (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
United, and to the exercise of the rights granted thereunder, and that the time 
within which construction of facilities authorized by this order should be com- 
pleted and said facilities should be placed in actual operation should be fixed 
at 6 months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(ec) (1) of said Rules. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same hereby 
are issued to United, Rosenstiel and Conroe, respectively, authorizing the con- 
struction and operation by United of the facilities referred to in Findings (3) 
and (6) hereof and the sale of natural gas by Rosenstiel and Conroe referred 
to in Findings (4) and (6) hereof, together with the construction and opera- 
tion by Rosenstiel and Conroe of any facilities subject to the jurisdiction of the 
Commission necessary therefor. 

* - ~ * * * * 

(C) There shall attach to the issuance of the certificate granted to United 
in paragraph (A) hereof, and to the exercise of the rights granted thereunder, 
the general conditions applicable to certificates as set forth in Subsections (a), 
(b), (ce) (3), (ec) (4) and (e) of Section 157.20 of the Commission’s Regula- 
tions under the Natural Gas Act. 

(D) The construction of the facilities by United as authorized in paragraph 
(A) hereof shall be completed within 6 months from the date of issuance of 
this order. 
co 





te we i te te NE ti ke NE eo rN a 















































~ 


- 4 oo AX 


pate 


> =. | 














































iri atone aia 


a hat ASE te  ka ht e neNna to nb ENE 





FEDERAL POWER COMMISSION 203 


Before Comissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G—13359 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 31, 1958) 


Northern Natural Gas Company (Applicart), a Delaware corporation, with 
its principal place of business in Omaha, Nebraska, filed an application on 
October 4, 1957, for a certificate of public convenience and necessity, pursuant 
to Section 7 of the Natural Gas Act, authorizing the construction and operation 
of facilities for receiving natural gas as hereinafter described, subject to the 
jurisdiction of the Commission, all as more fully represented in the application. 

Applicant proposes to construct the following facilities : 

(1) An additional 440 horsepower compressor unit to be installed at the outlet 
of the Schafer plant in Carson County, Texas, to the 440 horsepower unit presently 
installed. 

(2) Approximately 2,000 feet of 10-inch pipeline to extend from a point on 
Northern’s existing 20-inch pipeline, southeast to its Skellytown Compressor 
Station, to a point of connection with the Kingsmill plant, located in Gray County, 
Texas, together with related measuring facilities. 

Applicant states that the construction of the proposed facilities is estimated 
to cost $121,300 and will be used for the purpose of obtaining additional volumes 
of residue gas into its system from Skelly Oil Company’s (Skelly) existing Schafer 
and Kingsmill Gasoline Plants. 

Applicant states that the additional gas to be made available by Skelly for 
which Northern is proposing additional facilities, will become available after 
December 31, 1957. Skelly now sells approximately 15,000 Mcf per day to 
Cabot Carbon Company (intrastate sale) in this area under a gas sales contract 
which expires December 31, 1957; and thereafter additional volumes of gas will 
be available to Northern at the Schafer plant. In addition, for the first time, 
gas will be made available to Applicant from the Kingsmill plant. Daily de- 
liveries from the Schafer plant will be increased by 13,000 Mcf from the present 
7,000 Mcf to 20,000 Mcf. The initial daily delivery rate from the Kingsmill plant 
will be 2,000 Mcf. 

No new markets are proposed to be served other than those previously author- 
ized by the Commission. 

The gas supply which will become available by the operation of Applicant’s 
proposed facilities is reasonably adequate to justify the construction of the 
proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 21, 1958, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. . Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a de- 
cision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation, with its principal place of business in 
Omaha, Nebraska, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation of natural gas in inter- 
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state commerce as an integral part of Applicant’s existing pipeline system, and the 
construction and operation thereof by Applicant are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued. 

(4) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the re- 
quirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (1) (8) (4) and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of 
Practice and Procedure, should attach to the issuance of the certificate referred 
to in paragraph (3) above, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this order 
should be completed and said facilities should be placed in actual operation should 
be fixed at six months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the proposed facilities 
as hereinbefore described, all as more fully described in the application in this 
proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (b), (c) (1) 
(3) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at six months from the 
date on which this order issues. 

(D) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, ET AL., DOCKET NO. G—13660, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 31, 1958) * 


United Gas Pipe Line Company (United Gas), 2 Delaware corporation with 
its principal place of business in Shreveport, Louisiana, and Admiral Drilling 
Company, Inc., et al. (Admiral, et al.), an independent producer, filed separate 
applications for certificates of public convenience and necessity, pursuant to 


*Omitted portions of this order relate to the issuance of independent producer certificates. 


sca tial ts ns Bit hale et aw om 





nwt eo a ef 





FEDERAL POWER COMMISSION 205 


Section 7 of the Natural Gas Act, authorizing the construction and operation 
of facilities for receiving natural gas and authorizing the sale of natural gas, 
as hereinafter described, subject to the jurisdiction of the Commission, all as 
more fully represented in the respective applications. 

United Gas filed its application on November 6, 1957, in Docket No. G—13660, 
for authority to construct and operate a purchase meter station and appurtenant 
facilities to be installed near Milepost 143 on its existing 30-inch Agua Dulce- 
Sterlington main transmission pipeline in Harris County, Texas, in order to 
purchase and receive natural gas produced in the Heinze Field area in Harris 
County by Admiral, et al., together with other facilities required from time to 
time to take additional deliveries from the area. The estimated initial cost of 
the proposed facilities is $4,134, which cost will be financed from current working 
funds. 

* ~ * & * > . 


The volume of gas to be made available to United Gas is reasonably adequate 
to warrant construction of the facilities proposed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 21, 1958, respecting the matters involved in and the 
issues presented by the applications. No appearances other than staff counsel 
were entered upon the record and no evidence offered in opposition to the 
granting of the applications. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 

(1) United Gas, a Delaware corporation with its principal place of business 
at Shreveport, Louisiana, is a “natural-gas company” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission. 

. * © “ * * 2 

(3) The facilities hereinbefore described are proposed to be used by United 
Gas in the transportation and sale of natural gas in interstate commerce, sub- 
ject to the jurisdiction of the Commission, as an integral part of its pipeline 
system and the construction and operation thereof by United Gas are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(4) The sale of natural gas hereinbefore described, as more fully described 
in the application in Docket No. G—13638, will be made in interstate commerce, 
subject to the jurisdiction of the Commission and such sale, together with the 
construction and operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor, are subject to the requirements of subsections 
(ce) and (e) of Section 7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by United 
Gas, and the sale of natural gas by Admiral, et al., together with the construc- 
tion and operation of any facilities subject to the jurisdiction of the Commission 
necessary therefor, are required by the public convenience and necessity, and 
certificates therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity required that the general terms and 
conditions set forth in paragraphs (b), (c) (3), (c) (4), and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
United Gas, and to the exercise of the rights granted thereunder, and that 
the time within which construction of facilities authorized by this order should 
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be completed and said facilities should be placed in actual operation should 
be fixed at 6 months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions of 
the Natural Gas Act, and the requirements, rules and regulations of the Com- 
mission thereunder. 

(8) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.380 (c) of the Commis- 
sion’s Rules of Practice and Procedure was unopposed by any party of record, 
and not having been denied by the Commission is granted pursuant to Section 
1.30 (c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing United Gas to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceed- 
ing, for the transportation of natural gas in interstate commerce as herein set 
forth, upon the terms and conditions of this order. 

° * - ~ . . ® 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s General Rules and Reg- 
ulations, including Rules of Practice and Procedure, shall attach to the issu- 
ance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from 
the date on which this order issues. 

(E) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

* * - a * . ~ 


(G) The certificates issued herein are not transferable and shall be effective 
only so long as the respective parties continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PACIFIC NORTHWEST PIPELINE CORPORATION, DOCKET 
No. G-13651 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued January 31, 1958) 


Pacific Northwest Pipeline Corporation (Applicant), a Delaware corporation 
with a principal place of business in Salt Lake City, Utah, filed an application 
on November 5, 1957, pursuant to Section 7 of the Natural Gas Act, for au- 
thority to construct and operate 1500 feet of 2-inch lateral pipeline from a 
proposed tap to be located approximately 8 miles southeast of Moses Lake, 
Washington, on the existing 85,-inch Moses Lake lateral pipeline and terminat- 
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ing at a sales meter station at the plant of the Menan Starch Company, Inc., 
near Moses Lake, Washington. 

Applicant proposes to render direct industrial natural gas service on a firm 
basis to the plant of Menan Starch Company, Inc. (Menan), near Moses Lake, 
Washington. Approximately 11,500 Mcf annually and 150 Mcf on peak day 
are expected to be delivered by Pacific to Menan. 

The estimated capital cost of the proposed facilities is $13,523, to be de- 
frayed from current funds. 

Applicant can serve the aforenamed industrial customer from its authorized 
main line capacity and gas reserves without adverse effect upon its authorized 
service or its overall gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 23, 1958, respecting the matters involved in, and the issues presented 
by, the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1), of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Pacific Northwest Pipeline Corporation (Applicant) a Delaware corpora- 
tion having its principal place of business at Salt Lake City, Utah, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its Opinion No. 271. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and delivery of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s pipeline system, 
and the construction and operation thereof by Applicant are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities and the delivery 
of natural gas hereinbefore described are required by the public convenience 
and necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (1), (3), (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate re- 
ferred to in paragraph (e) above, and to the exercise of the rights granted 
thereunder, and that the time within which construction of facilities authorized 
by this order should be completed and said facilities should be placed in actual 
operation should be fixed at 6 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and, not having 
been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Applicant to construct and operate the facilities proposed 
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herein for the delivery of not more than 150 Mcf of natural gas per day to Menan 
Starch Company, Inc., all as more fully described in the application upon the 
terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(1), (3), (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to tke 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be cunstructed 
and placed in actual operation, as provided by paragraph (b) of said Section 
157.20 of the Commission’s Rules, is hereby fixed at 6 months from the date on 
which this order issues. 

(D) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

(E) Applicant shall deliver not more than 150 Mcf per day to Menan Starch 
Company, Inc. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-6794 


ORDER AUTHORIZING THE ISSUANCE OF PREFERRED STOCK 


(Issued February 3, 1958) 


Gulf States Utilities Company (Applicant), incorporated under the laws of the 
State of Texas and qualified to do business as a foreign corporation in the State 
of Louisiana, with its principal place of business in Beaumont, Texas, filed an 
application on December 23, 1957, as amended January 15, 1958, for an order, 
pursuant to Section 204 of the Federal Power Act, authorizing the issuance and 
sale at competitive bidding of 75,000 shares of Preferred Stock, par value $100 
per share. 

Applicant proposes on or about February 6, 1958, to invite sealed bids for the 
purchase of the proposed issuance of Preferred Stock by newspaper publication 
and by distribution of a Form of Bid, together with a form of Preferred Stock 
Purchase Contract and a statement of terms and conditions relating thereto. 

All bids, whether made by a single bidder or by a group of bidders, must be 
on the Form of Bid furnished by Applicant, and must be for the purchase of 
the entire issuance of Preferred Stock. Each bid must specify (1) the dividend 
rate to be borne by the proposed Preferred Stock expressed as a multiple of 
$.04; (2) the price exclusive of accrued dividends to be paid Applicant for the 
Preferred Stock, which price shall be not less than $100 per share nor more than 
$101.50 per share; and (3) that accrued dividends on the Preferred Stock from 
December 15, 1957, to the date of payment therefor will be paid to Applicant. 

All bids must be presented to Applicant, c/o Irving Trust Company, One Wall 
Street, 47th Floor, New York, N. Y., before 11:00 A. M., New York Time, on 
February 18, 1958 (unless postponed). Unless Applicant shall reject all bids 
with respect to the proposed Preferred Stock (which it reserves the privilege 
to do) or shall exclude a bid or bids for reasons specified in the statement of 
terms and conditions, it will accept the bid which furnishes it with the lowest 
annual cost of money. Each bid must be accompanied by an official bank, 
certified or bank cashier’s check or checks, payable in New York Clearing House 
funds, in the aggregate amount of $375,000. 

Applicant states that the proceeds to be secured from the proposed issuance of 
Preferred Stock will be used to discharge $7,500,000, principal amount of out- 
standing short-term notes.’ These notes were issued to provide funds for con- 
struction purposes. Applicant estimates that its 1958 construction expenditures 
will total $52,000,000, and that such expenditures for the two-year period 1957- 
1958 will approximate $96,000,000.” 

Written notice of the application has been given to the Louisiana Publie 
Service Commission and the Texas Railroad Commission, and to the Governor of 





1 By order issued November 27, 1957, In the Matter of Gulf States Utilities Company, 
Docket No. E-—6785, 18 FPC 701, the Commission authorized Applicant to issue $18,000,000, 
aggregate principal amount of Promissory Notes outstanding at any one time. 

2 Applicant’s construction program is more particularly described in the Commission’s 
above-cited order authorizing the issuance of $18,000,000, principal amount of Promissory 
Notes. 
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each of those States. Notice has also been given by publication in the Federal 
Register on January 7, 1958 (23 F. R. 121-2), stating that any person desiring 
to be heard or to make any protest with reference to the application should file 
a petition or protest on or before January 20, 1958, with the Federal Power Com- 
mission, Washington 25, D. C. No protest, petition or request to be heard in 
opposition to the granting of the application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued November 
27, 1957, In the Matter of Gulf States Utilities Company, Docket No. E-6785, 
18 F. P. C. 701. 

(2) The proposed issuance and sale of Preferred Stock, as described above, 
will constitute an issuance of securities within the purview of Section 204 of 
the Act. 

(3) Applicant is not organized and operating in a State under the laws of which 
the security issue here involved is regulated by a State commission within the 
meaning of Section 204 (f) of the Act, and the proposed issuance of Preferred 
Stock is, therefore, not exempt by virtue of that Section from the requirements 
of Section 204 of the Act. 

(4) The proposed issuance and sale of Preferred Stock, as hereinafter au- 
thorized, will be for a lawful object, within the corporate purposes of Applicant 
and compatible with the public interest, which is appropriate for and consistent 
with the proper performance by Applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

(5) The public notice given the aforesaid application is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of Preferred Stock, upon the terms and 
conditions and for the purposes specified in the application, as described above, 
are authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Preferred Stock at competitive bid- 
ding shall not be consummated until : 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the 
Federal Power Act relating to compliance with competitive bidding require- 
ments, and Section 34.2 (k) (4) of those Regulations relating to affiliation, and 
shall have either filed such amendments or shall have mailed them and advised 
the Commission by telephone and telegram, as contemplated by Section 34.9 
of those Regulations. 

(ii) The Commission, by further order, shall have approved the price to be 
received by Applicant for the proposed issuance of Preferred Stock and the 
dividend rate thereon. 

(C) This authorization shall expire unless the transaction hereby author- 
ized is consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever now pending or which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which 
this order relates. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


ILLINOIS POWER COMPANY, DOCKET NO. G—13934 
DECLARATION OF EXEMPTION 
(Issued February 3, 1958) 


Illinois Power Company (Applicant), filed an application on December 11, 1957, 
for exemption from the provisions of the Natural Gas Act, pursuant to Section 
1 (ec) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is an Illinois corporation engaged in the transmission and 
distribution of natural gas in the State of Illinois; 

(2) Applicant purchases natural gas in interstate commerce from five natural- 
gas companies at points within the State of Illinois; 

(3) All of the natural gas so received by Applicant is ultimately consumed 
within the State of Illinois and all of its facilities are located within the 
said State; 

(4) The Illinois Commerce Commission has certified to the Federal Power 
Commission that it has and is exercising regulatory jurisdiction over the rates, 
service and facilities of Applicant. 

WHEREFORE, the Commission declares, by reason of the foregoing 

Illinois Power Company is exempt from the provisions of the Natural Gas 
Act, and the orders, rules and regulations of this Commission issued pur- 
suant thereto. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


MOUND COMPANY, DOCKET NO. G-14372 
ORDER INSTITUTING INVESTIGATION 
(Issued February 4, 1958) 


Mound Company (Respondent) is an independent producer of natural gas and 
a “natural-gas company” within the meaning of the Natural Gas Act, being en- 
gaged in the sale and delivery of natural gas in interstate commerce for resale 
for ultimate public consumption. 

Respondent is one of several independent producers under contract to supply 
natural gas to American Louisiana Pipe Line Company (American Louisiana). 
The latter’s interstate natural gas pipeline project was authorized by the Com- 
mission by order issued October 1, 1954, accompanying Opinion No. 276, In the 
Matters of American Louisiana Pipe Line Company, et al., 138 F. P. C. 380. A 
certificate of public convenience and necessity covering the projected sale to 
American Louisiana was issued to respondent and others by order issued April 8, 
1957, in Docket Nos. G-9833, et al. Respondent’s FPC Gas Rate Schedule No. 14 
covers its sale to American Louisiana in question, and specifies a price of 19.25 
cents per Mcf. The price is among the highest known to the Commission. 

In addition to the sale of natural gas hereinbefore specifically referred to, 
it appears from the Commission’s files that the Respondent is also engaged in 
making other sales of natural gas in interstate commerce, subject to the juris- 
diction of the Commission. 
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On the basis of data available to the Commission, it further appears that the 
rates, charges, or classifications for or in connection with the sale or trans- 
portation of natural gas by Respondent herein, subject to the jurisdiction of the 
Commission, and the rules, regulations, practices, and contracts relating thereto, 
may be unjust, unreasonable, unduly discriminatory, or preferential. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act, that an investigation be instituted by 
the Commission, upon its own motion, into and concerning all rates, charges, or 
classifications demanded, observed, charged, or collected by Respondent for or 
in connection with any transportation or sale of natural gas, subject to the 
jurisdiction of the Commission, and any rules, regulations, practices, or contracts 
affecting such rates, charges or classifications. 

The Commission orders: 

(A) An investigation of Respondent, Mound Company, is hereby instituted 
under the provisions of the Natural Gas Act for the purpose of enabling the 
Commission to determine whether, with respect to any transportation or sale of 
natural gas, subject to the jurisdiction of the Commission, made or proposed 
to be made by Respondent, any of the rates, charges, or classifications demanded, 
observed, charged, or collected, or any rules, regulations, practices, or contracts 
affecting such rates, charges, or classifications are unjust, unreasonable, unduly 
discriminatory, or preferential. 

(B) If the Commission, after a hearing has been had, shall find with respect to 
Respondent, that any of its rates, charges, classifications, rules, regulations, 
practices, or contracts, subject to the jurisdiction of the Commission, are unjust, 
unreasonable, unduly discriminatory, or preferential, the Commission shall there- 
upon determine and fix by appropriate order or orders, just and reasonable rates, 
charges, classifications, rules, regulations, practices, or contracts to be thereafter 
observed and in force. 

(C) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by the Natural Gas Act, par- 
ticularly Sections 5, 14, 15 and 16 thereof, and the Commission’s Rules of Practice 
and Procedure, a public hearing be held at a date later to be designated by notice 
from the Secretary of the Commission, in a Hearing Room of the Commission 
at 441 G Street, NW., Washington, D. C., concerning the matters specified in 
paragraphs (A) and (B) above. 

(D) Interested State commissions may participate as provided by sections 1.8 
and 1.37 (f) of the Commission’s Rules of Practice and Procedure [18 CFR 1.8 
and 1.37 (f)]. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRICE PRODUCTION COMPANY, DOCKET NO, G-14373 
ORDER INSTITUTING INVESTIGATION 


(Issued February 4, 1958) 


Trice Production Company (Respondent) is an independent producer of nat- 
ural gas and a “natural-gas company” within the meaning of the Natural Gas 
Act, being engaged in the sale and delivery of natural gas in interstate commerce 
for resale for ultimate public consumption. 
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Respondent is one of several independent producers under contract to supply 
natural gas to American Louisiana Pipe Line Company (American Louisiana). 
The latter’s interstate natural gas pipeline project was authorized by the Com- 
mission by order issued October 1, 1954, accompanying Opinion No. 276, In the 
Matters of American Louisiana Pipe Line Company, et al., 13 F. P. C. 380. A 
certificate of public convenience and necessity covering the projected sale to 
American Louisiana was issued to Respondent by order issued July 19, 1957, 
in Docket No. G—12069. Respondent’s FPC Gas Rate Schedule No. 4 covers 
its sale to American Louisiana in question, and specifies a price of 19.25 cents 
per Mcf. The price is among the highest known to the Commission. 

In addition to the sale of natural gas hereinbefore specifically referred to, it 
appears from the Commission's files that the Respondent is also engaged in mak- 
ing other sales of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission. 

On the basis of data available to the Commission, it further appears that the 
rates, charges, or classifications for or in connection with the sale or transporta- 
tion of natural gas by Respondent herein, subject to the jurisdiction of the Com- 
mission, and the rules, regulations, practices, and contracts relating thereto, may 
be unjust, unreasonable, unduly discriminatory, or preferential. 

The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act, that an-investigation be instituted by 
the Commission, upon its own motion, into and concerning all rates, charges, or 
classifications demanded, observed, charged or collected by Respondent for or 
in connection with any transportation or sale of natural gas, subject to the juris- 
diction of the Commission, and any rules, regulations, practices, or contracts 
affecting such rates, charges, or classifications. 

The Commission orders: 

(A) An investigation of Respondent, Trice Production Company, is hereby in- 
stituted under the provisions of the Natural Gas Act for the purpose of enabling 
the Commission to determine whether, with respect to any transportation or 
sale of natural gas, subject to the jurisdiction of the Commission, made or pro- 
posed to be made by Respondent, any of the rates, charges, or classifications de- 
manded, observed, charged, or collected, or any rules, regulations, practices, or 
contracts affecting such rates, charges, or classifications are unjust, unreason- 
able, unduly discriminatory, or preferential. 

(B) If the Commission, after a hearing has been had, shall find with respect 
to Respondent, that any of its rates, charges, classifications, rules, regulations, 
practices, or contracts, subject to the jurisdiction of the Commission, are unjust, 
unreasonable, unduly discriminatory, or preferential, the Commission shall there- 
upon determine and fix by appropriate order or orders, just and reasonable 
rates, charges, classifications, rules, regulations, practices, or contracts to be 
thereafter observed and in force. 

(C) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon the Federal Power Commission by the Natural Gas Act, partic- 
ularly Sections 5, 14, 15 and 16 thereof, and the Commission’s Rules of Practice 
and Procedure, a public hearing be held at a date later to be designated 
by notice from the Secretary of the Commission, in a Hearing Room of the 
Commission at 441 G Street, N. W., Washington, D. C., concerning the matters 
specified in paragraphs (A) and (B) above. 

(D) Interested State commissions may participate as provided by sections 
1.8 and 1.37 (f) of the Commission’s Rules of Practice and Procedure [18 CFR 
1.8 and 1.37 (f)]. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


MRS. LOUISE H. HERRINGTON, DOCKET NO. G-14874 
ORDER INSTITUTING INVESTIGATION 


(Issued February 4, 1958) 


Mrs. Louise H. Herrington (Respondent) is an independent producer of nat- 
ural gas and a “natural-gas company” within the meaning of the Natural Gas 
Act, being engaged in the sale and delivery of natural gas in interstate commerce 
for resale for ultimate public consumption. 

Respondent is one of several independent producers under contract to supply 
natural gas to American Louisiana Pipe Line Company (American Louisiana). 
The latter’s interstate natural gas pipeline project was authorized by the Com- 
mission by order issued October 1, 1954, accompanying Opinion No. 276, In the 
Matters of American Louisiana Pipe Line Company, et al., 138 F. P. C. 380. 
A certificate of public convenience and necessity covering the projected sale to 
American Louisiana was issued to Respondent by order issued August 8, 1957, 
in Docket No. G-—11590, et al. Respondent’s FPC Gas Rate Schedule No. 2 
covers its sale to American Louisiana in question, and specifies a price of 19.25 
cents per Mcf. The price is among the highest known to the Commission. 

On the basis of data available to the Commission, it further appears that the 
rates, charges, or classifications for or in connection with the sale or trans- 
portation of natural gas by Respondent herein, subject to the jurisdiction of 
the Commission, and the rules, regulations, practices, and contracts relating 
thereto, may be unjust, unreasonable, unduly discriminatory, or preferential. 
The Commission finds: 

It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act, that an investigation be instituted by 
the Commission, upon its own motion, into and concerning all rates, charges, or 
classifications demanded, observed, charged or collected by Respondent for or 
in connection with any transportation or sale of natural gas, subject to the 
jurisdiction of the Commission, and any rules, regulations, practices, or con- 
tracts affecting such rates, charges, or classifications. 

The Commission orders: 

(A) An investigation of Respondent, Mrs. Louise H. Herrington, is hereby 
instituted under the provisions of the Natural Gas Act for the purpose of 
enabling the Commission to determine whether, with respect to any trans- 
portation or sale of natural gas, subject to the jurisdiction of the Commission, 
made or proposed to be made by Respondent, any of the rates, charges, or 
classifications demanded, observed, charged, or collected, or any rules, regula- 
tions, practices, or contracts affecting such rates, charges, or classifications are 
unjust, unreasonable, unduly discriminatory, or preferential. 

(B) If the Commission, after a hearing has been had, shall find with respect 
to Respondent, that any of her rates, charges, classifications, rules, regulations, 
practices, or contracts, subject to the jurisdiction of the Commission, are unjust, 
unreasonable, unduly discriminatory, or preferential, the Commission shall 
thereupon determine and fix by appropriate order or orders, just and reasonable 
rates, charges, classifications, rules, regulations, practices, or contracts to be 
thereafter observed and in force. 

(C) Pursuant to the authority contained in and subject to the jurisdietion 
conferred upon the Federal Power Commission by the Natural Gas Act, par- 
ticularly Sections 5, 14, 15 and 16 thereof, and the Commission’s Rules of Prac- 
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tice and Procedure, a public hearing be held at a date later to be designated 
by notice from the Secretary of the Commission, in a Hearing Room of the 
Commission at 441 G Street, N. W., Washington, D. C., concerning the matters 
specified in paragraphs (A) and (B) above. 

(D) Interested State commissions may participate as provided by sections 
1.8 and 1.37 (f) of the Commission’s Rules of Practice and Procedure [18 CFR 
1.8 and 1.37 (f)]. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CALIFORNIA ELECTRIC POWER COMPANY, DOCKET NO. E-6796 
ORDER AUTHORIZING ISSUANCE OF FIRST MORTGAGE BONDS 


(Issued February 7, 1958) 


California Electric Power Company (Applicant), incorporated under the laws 
of the State of Delaware and qualified to do business as a foreign corporation 
in the States of Arizona, California and Nevada, with its principal place of 
business in Riverside, California, filed an application on January 9, 1958, as 
amended January 23 and 29, 1958 for an order pursuant to Section 204 of the 
Federal Power Act authorizing the issuance and sale at competitive bidding of 
$12,000,000, principal amount of First Mortgage Bonds, Series due 1988. 

Applicant proposes to invite sealed, written bids for the purchase of the pro- 
posed issuance of Bonds through newspaper publication and by distribution of 
a form of bid, together with a statement of terms and conditions relating there- 
to and a form of purchase agreement. That invitation will be made on or 
about February 18, 1958. 

All bids, whether from a single bidder or group of bidders, must be for the 
purchase of the entire issuance of Bonds. In addition, each bid must specify 
(1) the interest rate to be borne by the Bonds, which rate shall be a multiple 
of 4 of 1 percent per annum; (2) the price exclusive of accrued interest to 
be paid to Applicant for the Bonds, which price shall be not less than 99% of 
the principal amount thereof; and (3) that Applicant will be paid the amount 
of the accrued interest on the Bonds from March 1, 1958, to the date of pay- 
ment therefor, and delivery thereof. 

Each bid must be accompanied by a certified or bank cashier’s check or 
checks aggregating $600,000 (5% of the principal amount of the proposed is- 
suance of Bonds). 

Unless postponed, all bids for the purchase of the proposed issuance of 
Bonds must be presented to Applicant at or before 9:00 a. m., P. S. T. on 
February 27, 1958, at Room 900, 433 South Spring Street, Los Angeles 13, Cali- 
fornia. Unless Applicant shall reject all bids for the proposed issuance of 
Bonds (which it reserves the privilege to do) or shall exclude a bid or bids for 
reasons specified in the statement of terms and conditions relating to bids 
therefor, it will accept the bid for the purchase of the Bonds which results in 
the lowest annual cost of money to it. 

The proposed Bonds will be issued under Applicant’s First Mortgage Inden- 
ture, dated as of October 1, 1943, to The International Trust Company and 
Leo A. Steinhardt, Trustees, as heretofore supplemented, and as to be further 
supplemented by a Tenth Supplemental Indenture to be dated March 1, 1958, 
to the aforesaid Trust Company and Elmer W. Johnson (successor individual 
Trustee), Trustees. They will be redeemable prior to maturity upon the pay- 
ment of specified redemption premiums by Applicant. 
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The proceeds to be obtained from the proposed $12,000,000 issuance will be 
applied by Applicant to the discharge of its short-term Promissory Notes out- 
standing at the time of the issuance and sale of the proposed Bonds. If any 
of the expected proceeds remain thereafter, they will be used to carry forward 
Applicant’s current construction program which is estimated to require 
$21,300,000, for the calendar year 1958. 

That program includes completion of the second 60,000 kw generating unit at 
San Bernardino steam station at an estimated cost of $2,350,000; $7,700,000 
toward the first unit of 80,000 kw at the Axis steam station being erected near 
Yuma, Arizona, in cooperation with Arizona Public Service Company and 
Imperial Irrigation District; $8,400,000 for new substations, transmission and 
distribution facilities ; and $2,850,000 for general construction. 

Applicant has provided interim financing for that program mainly through 
the issuance of short-term Promissory Notes. By order issued October 30, 1957, 
In the Matter of California Electric Power Company, Docket No. E-6779, 18 
F. P. C. 565 the Commission authorized Applicant to issue up to $15,000,000 
principal amount, of short-term Promissory Notes outstanding at any one time 
under a revolving credit arrangement between Applicant and the Bank of 
America National Trust and Savings Association terminating October 31, 1958. 
As of December 31, 1957, Applicant’s outstanding Promissory Notes totaled 
$9,000,000, principal amount. 

Written notice of the application has been given to Corporation Commission 
of Arizona, the Public Utilities Commission of California, and to the Public 
Service Commission of Nevada and to the Governor of each of those States. 
Notice has also been given by publication in the Federal Register on January 
21, 1958 (23 FR 372), stating that any person desiring to be heard or to make 
any protest with reference to the application should file a petition or protest 
on or before February 5, 1958, with the Federal Power Commission, Washington 
25, D. C. No protest, petition or request to be heard in opposition to the granting 
of the application has been received. 

The Commission finds: 

(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission, 
as heretofore described and set forth in the Commission’s order issued August 
30, 1957, In the Matter of California Electric Power Company, Docket No. 
E-6770, 18 F. P. C. 239. 

(2) The proposed issuance and sale of Bonds, all as described above, will 
constitute an issuance of securities within the purview of Section 204 of the 
Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State Commission within 
the meaning of Section 204 (f) of the Act, and the proposed issuance of 
Bonds therefore, is not exempt by virtue of that Section from the requirements 
of Section 204 of the Act. 

(4) The proposed issuance and sale of Bonds, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by Applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 

The Commission orders: 

(A) The proposed issuance and sale of Bonds, upon the terms and conditions 
and for the purposes specified in the application, all as described above, are 
hereby authorized subject to the provisions of this order. 
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(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with the Commission’s competitive bidding 
requirements and Section 34.2 (k) (4) of the Regulations relating to affiliation, 
and shall have either filed such amendments or shall have mailed them and 
advised the Commission by telephone and telegram as contemplated by Section 
34.9 of the Regulations; 

(ii) The Commission, by further order, shall have approved the price to be 
received by Applicant for the proposed issuance of Bonds and the interest rate 
thereof. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost or any other matter 
now pending or which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K, Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G-—2306 


MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NO. G-2327 


ORDER AMENDING ORDERS ISSUING CERTIFICATES OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued February 11, 1958) 


On the dates hereinafter indicated, American Louisiana Pipe Line Company 
and Michigan Wisconsin Pipe Line Company’ filed several independent requests 
for modification of the certificate of public convenience and necessity issued 
October 1, 1954, to American Louisiana in Docket No. G—2306, and the certificates 
of public convenience and necessity issued May 7, 1956, to American Louisiana 
in Docket No. G—2306 and to Michigan Wisconsin in Docket No. G—2327, 15 
F. P. C. 23. 

On August 16, 1956, American Louisiana filed a motion in Docket No. G-2306 
requesting that the certificate of public convenience and necessity issued Octo- 
ber 1, 1954, by the order accompanying Opinion No. 276 and the certificate of 
public convenience and necessity issued May 7, 1956, by the order accompanying 
Opinion No. 291 be modified to cover the following changes in facilities: 

(1) A 3%-inch increase in the diameter of the gathering line from Cameron 
to Lowry, Louisiana; and a 2-inch increase in the diameter and a 42-inch 
increase in the wall thickness of the gathering line from Lowry to North 
Tepetate, Louisiana. 

(2) A %-inch increase in the wall thickness of the main line pipe from North 
Tepetate to Detroit and in the wall thickness of the “tie line” pipe between the 
main line and Bridgman, Michigan. 


1 Hereinafter referred to as “American Louisiana” and “Michigan Wisconsin,” resvectively. 
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On September 21, 1956, in compliance with Paragraph (D) of the Commis- 
sion’s order issued August 30, 1956, in Docket No. G—10895,? American Louisiana 
filed in Docket No. G—2306 a motion requesting that its certificate of public con- 
venience and necessity issued October 1, 1954, be modified so as to eliminate 
therefrom the authorization granted to American Louisiana to construct and 
operate the supply line facilities listed below : 

(1) 12.2 miles of 6-inch line from Iowa Field to Welsh Field. 

(2) 12.2 miles of 8-inch line from Welsh Field to American Louisiana’s 
24-inch line running from Lowry to North Tepetate, Louisiana. 

(3) 4.6 miles of 6-inch line from North Elton Field to South Elton Field. 

(4) 10.8 miles of 6-inch line from South Elton Field to American Louisiana’s 
aforesaid 24-inch line. 

(5) Valves for the aforesaid lines and a purchase metering station at each 
of the four fields referred to above. 

On July 29, 1957, American Louisiana filed a petition in Docket No. G—2306, 
as supplemented on October 9, 1957, requesting that the certificate of public 
convenience and necessity issued October 1, 1954, by the order accompanying 
Opinion No. 276 be modified to cover the following changes in facilities: 

(1) The installation of a 440 H. P. skid-mounted field compressor on the 
site of the North Tepetate, Louisiana, measuring Station. 

(2) A 2-inch increase in the diameter of the gathering lines to Bayou Mallet 
Field, Savoy Field and Lewisburg Field, Louisiana. 

(3) The installation of 1.4 miles of 12%4-inch O. D. x .250-inch wall thickness 
pipe from the South Jennings Field, Louisiana, cycling plant to the 26-inch 
main line. 

(4) A .063-inch increase in the wall thickness of 38.1 miles of 30-inch O. D. 
pipe extending northward from the North Tepetate, Louisiana, Measuring 
Station. 

On July 29, 1957, Michigan Wisconsin filed a petition in Docket No. G—2327, 
as supplemented on October 9, 1957, requesting that the certificate of public 
convenience and necessity issued May 7, 1956, in the order accompanying Opinion 
No. 291 be modified to cover the following changes in Michigan Wisconsin’s 
facilities: 

(1) A 2-inch increase in the diameter of the loop line between the Milwaukee 
Tap and Sheboygan “Y” and a 314-inch increase in the diameter of the loop 
line between the Sheboygan “Y” and the Oshkosh Tap in Wisconsin. 

(2) A 320 H. P. increase at Compressor Station No. 10 in Illinois, a 240 
H. P. increase at Compressor Station Wisconsin “A” in Illinois, and a 1750 
H. P. increase by means of turbo-charging the existing compressor engines at 
each of the following stations: Compressor Station No. 11 in Indiana, and 
Compressor Stations Michigan “A” and Michigan “B” in Michigan. 

The Commission finds: 

It is necessary and appropriate to carry out the provisions of the Natural 

Gas Act that the Commission’s order issued October 1, 1954, accompanying 


2Paragraph (D) provided that American Louisiana should file a petition “... to 
amend the Commission’s order issued October 1, 1954, in Docket No. G—2306 to eliminate 
therefrom the authorization to construct and operate supply line facilities from the North 
Elton, South Elton, Iowa and Welsh Fields. ...” Since Texas Gas Transmission Cor- 
poration was authorized in Docket No. G—10395 to transport for American Louisiana 
maximum daily volumes of natural gas aggregating 32,589 Mcf from Welsh, South Elton, 
North Elton and Iowa Fields in Louisiana, to points of connection with the facilities of 
American Louisiana near Lowry and North Tepetate, Louisiana, it became unnecessary 
for American Louisiana to construct supply line facilities in these four fields. 
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Opinion No. 276 and the Commission’s order issued May 7, 1956, accompanying 
Opinion No. 291, be amended to authorize the changes in facilities herein above 
requested. 

The Commission orders: 

(A) Ordering Paragraph (B) of the Commission’s order issued October 1, 
1954, accompanying Opinion No. 276 is hereby amended and American Louisiana 
Pipe Line Company is hereby authorized to make the changes in facilities here- 
inbefore requested and described, all as more fully described in its motions and 
petitions requesting modification. 

(B) Ordering Paragraphs (A) and (B) of the Commission’s order issued 
May 7, 1956, accompanying Opinion No. 291 are hereby amended and American 
Louisiana Pipe Line Company and Michigan Wisconsin Pipe Line Company 
are hereby authorized to make the changes in facilities hereinbefore requested 
and described, all as more fully described in their motions and petitions re- 
questing modification. 

(C) All other provisions in the Commission’s orders accompanying Opinion 


Nos. 276 and 291 shall remain unchanged. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur. Kline. 


TRUNKLINE GAS COMPANY, ET AL., DOCKET NO. G-13351, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY * 


(Issued February 11, 1958) 
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Trunkline Gas Company, a Delaware corporation with a principal office in 
Houston, Texas, filed an application in Docket No. G—13351 on October 3, 1957, 
pursuant to Section 7 of the Natural Gas Act for a certificate of public con- 
venience and necessity authorizing the construction and operation of a 2-inch 
tap at a point on its existing 24-inch main line in Harris County, Texas, 
together with approximately 150 feet of 2-inch lateral pipeline extending from 
such tap and terminating at its proposed meter station in the Hinkle Field, 
Harris County, Texas, subject to the jurisdiction of the Commission, as more 
fully described in the application on file with the Commission. 

The record shows that Webster, et al., and Gulf propose to sell natural gas 
produced in the Hinkle Field, Harris County, Texas, in interstate commerce to 
Trunkline for transportation and sale in interstate commerce for ultimate public 
consumption, subject to the jurisdiction of the Commission. The estimated initial 
cost of the proposed facilities of Trunkline is $3,895, which will be defrayed 
from funds of Trunkline on hand. 

The gas supply which will become available by the operation of the proposed 
facilities is reasonably adequate to justify the construction of the proposed 
facilities by Trunkline. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 28, 1958, respecting the matters involved in and the issues presented 
by the applications. No petitions to intervene or protests in opposition to the 
granting of the applications have been received. Staff counsel moved orally 
at the hearing that the intermediate decision procedure be omitted and the 


*Omitted portions of this order relate to the issuance of independent producer certificates. 


220 FEDERAL POWER COMMISSION 


Commission render a decision pursuant to Section 1.30 (c) (1) of the Com- 
mission’s Rules of Practice and Procedure. 
The Commission finds: 

(1) Trunkline Gas Company, a Delaware corporation having its principal 
place of business in Houston, Texas, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in Trunk- 
line’s application, are proposed to be used in the transportation and sale of 
natural gas in interstate commerce for resale, subject to the jurisdiction of the 
Commission, as integral parts of Trunkline’s existing pipeline system and the 
construction and operation thereof by Trunkline are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

* a 7 = * * * 


(5) Applicants are able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(6) The proposed construction and operation of the facilities by Trunkline 
and the proposed sales of natural gas by Webster, et al., and Gulf, together 
with the operation of any facilities subject to the jurisdiction of the Com- 
mission necessary therefor, are required by the public convenience and necessity, 
and certificates therefor should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (ce) (4) and (e) of Section 
157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Trunkline in Docket No. 
G-13351 and to the exercise of the rights granted thereunder and that the 
time within which construction of the facilities authorized by this order shall 
be completed and in actual operation should be fixed at 6 months from the 
date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure, Section 1.30 (c) of the Commission’s Rules of 
Practice and Procedure, was unopposed by any party of record, and, not having 
been denied by the Commission, is granted, pursuant to Section 1.30 (c) (1) 
of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Trunkline Gas Company to construct and operate the facilities 
hereinbefore described, all as more fully described in its application in this 
proceeding and the exhibits appended thereto, for the transportation and sale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

* * * * * * ” 


(C) The certificate to Trunkline shall be accepted in writing, and under oath, 
by a responsible official of Trunkline, and the general terms and conditions set 
forth in paragraphs (a), (b), (c) (3), (ce) (4) and (e) of Section 157.20 of the 
Commission’s Rules of Practice and Procedure shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and the exercise of the rights 
granted thereunder. 

+. e + 7 + * * 


(E) The time within which the facilities of Trunkline hereby authorized 
shall be constructed and placed in actual operation as provided by paragraph 
(b) of Section 157.20 of the Commission’s Rules of Practice and Procedure is 
hereby fixed at 6 months from the date on which this order issues. 
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(F) The certificates issued to Trunkline, Webster, et al. and Gulf are not 
transferable and shall be effective only so long as they continue the acts or 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, and the applicable rules, regulations and orders of the Commission. 

e - * * * . 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G—13130 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued February 11, 1958) 


On August 23, 1957 United Gas Pipe Line Company (Applicant), a Delaware 
corporation, with its principal place of business at Shreveport, Louisiana, filed 
an application for a certificate of public convenience and necessity, authorizing 
the construction and operation of farm taps and rural service facilities for the 
sale of natural gas to Escambia Natural Gas Service Company (Escambia) in 
Escambia County, Florida, for resale, and for the sale of natural gas to the 
Towns of Atmore, Brewton and Flomaton in Baldwin and Escambia Counties, 
Alabama, for resale, all as more fully set forth in the application. 

Applicant proposes to construct and operate the aforesaid taps and rural 
service facilities along the right-of-way traversed by its 40.1 mile long 8-inch 
diameter lateral transmission line being constructed to supply gas to the Con- 
tainer Corporation of America plant near Brewton, Alabama. The Escambia 
Natural Gas Service Company has indicated a willingness to render service to 
Florida customers with gas supplied through Applicant’s pipeline. Applicant 
states that it “will timely file new service agreement with the Towns of Atmore, 
Brewton and Flomaton to provide for the additional service.” United expects to 
sell about 75 Mcf per day under this proposal. It appears that the contemplated 
service to Escambia and the aforesaid towns is to be rendered pursuant to obli- 
gations of United under right-of-way agreements and will not appreciably affect 
United’s gas supply. Financing of the taps will be made from current working 
funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
January 21, 1958, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the appli- 
cation has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and that the Commission render a de- 
cision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 

The Commission finds: 

(1) Applicant, a Deleware corporation, having its principal place of business 
in Shreveport, Louisiana, is a ‘“natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in the order of No- 
vember 10, 1942 in Docket No. G—232 (3 FPC 863). 

(2) The transportation and sale of natural gas as hereinbefore described, as 
more fully described in the application, will be made in interstate commerce, 
subject to the jurisdiction of the Commission, and such transportation and sale 
by Applicant, together with the construction and operation of the facilities pro- 
posed, subject to the jurisdiction of the Commission necessary therefor, are sub- 
ject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 
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(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The transportation and sale of natural gas by Applicant, together with 
the construction and operation of the proposed facilities, subject to the jurisdic- 
tion of the Commission necessary therefor, are required by the public convenience 
and necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission's 
Rules of Practice and Procedure, was unopposed by any party of record, and, 
not having been denied by the Commission, is granted, pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and is hereby issued, 
upon the terms and conditions of this order, authorizing the transportation and 
sale by Applicant of natural gas in interstate commerce for resale, together with 
the construction and operation of the proposed facilities, subject to the jurisdic- 
tion of the Commission necessary therefor, as hereinbefore described and as 
more fully described in the application and exhibits in this proceeding. 

(B) This certificate is issued subject to the general terms and conditions set 
forth in paragraphs (a), (ec) (1), (e) (8), (ce) (4) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G—1332 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 11, 1958) 





On September 27, 1957, United Gas Pipe Line Company (Applicant) filed in 
Docket No. G—13326 an application, pursuant to Section 7 (c) of the Natural Gas 
Act, for a certificate of public convenience and necessity authorizing the con- 
struction and operation of field facilities to enable Applicant to take into its cer- 
tificated main pipeline system natural gas which it will purchase from producers 
in the general area of its existing transmission system from time to time during 
the calendar year 1958, at a total cost not in excess of $3,000,000, with the total 
cost of any single connection being limited to $400,000, all as more fully set forth 
in the application. 

The purpose of this budget-type application is to augment Applicant’s ability 
to act with reasonable dispatch in contracting for and connecting new supplies 
of gas in producing areas generally coextensive with its system. Applicant will 
finance the cost of this project from current working funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 28, 1958, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and that the Commission render a 
decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 
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The Commission finds: 

(1) Applicant, United Gas Pipe Line Company, a Delaware corporation having 
its principal place of business in Shreveport, Louisiana, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of November 10, 1942, in Docket No. G—232 (3 FPC 863). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation herein, are proposed to be used in the transportation of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, and the con- 
struction and operation thereof by Applicant are subject to the requirements of 
Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant, United Gas Pipe Line Company, is able and willing properly 
to do the acts and to perform the services proposed and to conform to the pro- 
visions of the Natural Gas Act and the requirements, rules and regulations of the 
Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the calendar year 1958 as proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued, as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, prior to March 1, 1959, a state- 
ment, under oath, showing (a) names of fields connected, (b) estimates of gas 
supply attached, (c) a description of the project or projects that have been con- 
structed pursuant to the authorization granted hereunder, during the calendar 
year 1958, (d) the location of said project or projects, and (e) the costs of the 
facilities constructed. 

(6) The authorization granted herein should be limited to construction during 
the calendar year 1958, and the total expenditures for facilities to be constructed 
hereunder should be limited to $3,000,000, and no single project to exceed a cost of 
$400,000. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.30 (c) (1) 
of the Commission’s Rules of Practice and Procedure. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing United Gas Pipe Line Company to construct and operate 
the proposed facilities to take natural gas during the calendar year 1958, all as 
more fully described in the application in this proceeding, upon the terms and 
conditions of this order. 

(B) The authorization granted in paragraph (A) above shall be limited to 
construction during the calendar year 1958, and the total expenditures for facili- 
ties to be constructed hereunder shall not exceed $3,000,000, and no single project 
shall exceed a cost of $400,000. 

(C) Applicant shall submit, prior to March 1, 1959, a statement, under oath, 
showing: (a) names of fields connected, (b) estimates of gas supply attached, 
(c) a description of the project or projects constructed pursuant to the authoriza- 
tion granted hereunder, (d) the location of said project or projects, and (e) the 
costs of the facilities constructed. 

(D) The certificate issued herein shall be accepted in writing and under oath 
within 30 days from the date of issuance of this order. 

(E) The certificate issued herein is not transferable in any manner and shall 
be effective only so long as Applicant continues the operations authorized in this 
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order and in accordance with the provisions of the Natural Gas Act and the appli- 


cable rules, regulations and orders of the Commission thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 




























ARKANSAS LOUISIANA GAS COMPANY, DOCKET NO. G-13328 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued February 11, 1958) 





On September 27, 1957, as supplemented on November 26 and December 2, 1957, 
Arkansas Louisiana Gas Company (Applicant) filed in Docket No. G—13328 an 
application, pursuant to Section 7 (c) of the Natural Gas Act, for a certificate 
of public convenience and necessity authorizing the construction and operation 
of routine budgeted facilities from time to time during the calendar year 1958 
to enable Applicant to take into its certificated interstate transmission system 
natural gas which it will purchase from producers in the general area of its 
existing transmission system, and to enable Applicant to deliver natural gas 
to new direct industrial customers from its interstate transmission system. 

Facilities proposed to be built to render such services are short lateral pipe- 
lines, taps, meters and appurtenances, and field compressors. No increase in 
authorized main line system capacity is sought. 

The total cost of all projects for which authorization is sought in this budget- 
type application is not to exceed $2,260,000, with no individual project to exceed 
$500,000. Financing will be from internal funds or, if necessary, from outside 
financing. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 3, 1958, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 

The Commission finds: 

(1) Applicant, Arkansas Louisiana Gas Company, a Delaware corporation hav- 
ing its principal place of business in Shreveport, Louisiana, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of January 26, 1943, in Docket No. G-252 (3 F. P. C. 
910). 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication herein, will be used in the transportation and sale of natural gas in 
interstate commerce, subject to the jurisdiction of the Commission, as integral 
parts of Applicant’s existing pipeline system and the construction and operation 
thereof by Applicant are subject to the requirements of Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 
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(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act (18 CFR 157.20) should attach to the 
certificate hereinafter issued to Applicant and to the exercise of the rights 
granted thereunder. 

(G6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of the Commission’s Rules of Practice and Procedure. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Arkansas Louisiana Gas Company authorizing the construction and 
operation of the facilities hereinbefore described, as more fully described in the 
application in this proceeding and the exhibits appended thereto, for the trans- 
portation and sale of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) The certificate issued in paragraph (A) hereof shall be limited to con- 
struction and operation of facilities during the calendar year 1958. 

(C) Applicant shall submit to the Commission in writing and under oath on or 
before February 1, 1959, a report listing the facilities constructed and placed 
in operation pursuant to this authorization during the year 1958, their location 
and description, the actual cost of each project, the purpose and use of each such 
project, and the estimated gas reserves attached or the annual volume of sales 
for each project. 

(D) The cost of any individual project hereby authorized shall be limited to a 
maximum of $500,000, and the cost of all facilities to be constructed pursuant to 
this authorization during the year 1958 shall not exceed $2,260,000, as agreed 
to by Applicant. 

(E) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued in paragraph (A) above and to the exercise 
of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G-13358 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued February 11, 1958) 


On October 4, 1957, Northern Natural Gas Company (Applicant) filed in 
Docket No. G-13358 an application, purusant to Section 7 (c) of the Natural 
Gas Act, for a certificate of public convenience and necessity to render additional 
matural gas service, to be known as “Economy Replacement Service,” to 14 
existing utility customers on a day to day basis only during the coming winter 
heating season ending on May 1, 1958. 

The gas to be sold under the proposal herein will be made available from 
Applicant’s total existing system supply and authorized capacity. The purpose 
of this proposed service is to reduce or eliminate where possible the manufacture 
of high cost peaking service gas by the utility customers. 
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The additional deliveries proposed herein will have no appreciable effect on 
Applicant’s system gas supply. 

Temporary authorization to render this economy replacement service was 
granted to Northern Natural Gas Company on December 13, 1957. The tem- 
porary authorization contained a condition with respect to the rate to be charged 
and such condition should be a part of the order now issued. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 28, 1958, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 

The Commission finds: 

(1) Applicant, Northern Natural Gas Company, a Delaware corporation 
having its principal place of business in Omaha, Nebraska, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of April 6, 1943, in Docket No. G-280 (3 F. P. C. 967). 

(2) The sale and delivery of natural gas as hereinbefore described and as 
more fully described in the application herein will be made in interstate 
commerce, Subject to the jurisdiction of the Commission, and is subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 


(3) Applicant is able and willing properly to do the acts and to perform the 
Service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The sale and delivery of natural gas by Applicant as proposed is required 


by the public convenience and necessity and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(ec) (1) of the Commission’s Rules of Practice and Procedure. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued upon the terms and conditions of this order, authorizing the 
sale and delivery by Northern Natural Gas Company of natural gas in interstate 
commerce for resale for a period ending on May 1, 1958, as hereinbefore described 
and as more fully described in the application and exhibits in this proceeding. 

(B) The authorization hereby issued is upon the express condition that the 
rate to be charged for service shall be that set forth in Applicant’s ERS Rate 
Schedule subject to refund of such amount as 50 cents per Mcf (sum of 
nomination charge of 10 cents per Mcf and commodity charge of 40 cents per 
Mcf under ERS Rate Schedule) is in excess of the rates under the CD Schedules 
of Applicant finally determined in Docket No. G—12158, computed at load factors 
of 26.3, 30.4 and 34.8 percent in Zones 1, 2, and 3, respectively. Any refunds 
thus payable shall be computed on the basis of volumes of gas actually delivered 
under the ERS Schedule. 

(C) The certificate issued herein shall be accepted in writing and under 
oath by Applicant within 30 days from the date of issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


LONE STAR GAS COMPANY, ET AL., DOCKET NO. G-13702, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE 
AND NECESSITY * 


(Issued February 11, 1958) 


Lone Star Gas Company (Lone Star), a Texas corporation with its principal 
place of business in Dallas, Texas, and Jake L. Hamon, Operator (Hamon), 
an independent producer filed applications for certificates of public convenience 
and necessity, pursuant to Section 7 of the Natural Gas Act, authorizing the 
construction and operation of natural gas facilities and the sale of natural gas, 
as hereinafter described, subject to the jurisdiction of the Commission, all as 
more fully represented in the respective applications. 

Lone Star filed its application on November 13, 1957, in Docket No. G-—13702 
seeking authority to construct and operate approximately 3.43 miles of 6-inch 
lateral supply pipeline to be known as Line E5A-B, with metering and odorizing 
facilities, to extend from a point designated as Station 520+31 on its existing 
8-inch E5—-A pipeline in Bryan County, Oklahoma, in a southwesterly direction 
to a point of connection with the separator sevving the Jake Hamon Neff- 
Godfrey Well No. 1 located in the Southeast Aylesworth Field in Bryan and 
Marshall Counties, Oklahoma; in order to purchase and receive natural gas 
to be produced from said well by Hamon. The estimated total initial cost of 
the proposed facilities is $53,697, which cost will be financed from funds cur- 
rently on hand. 

© ” * - * . * 

The volumes of gas which will become available to Lone Star are reasonably 
adequate to warrant construction of the facilities as proposed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on January 30, 1958, respecting the matters involved in and the 
issues presented by the applications. No appearances other than staff counsel 
were entered upon the record and no evidence offered in opposition to the 
granting of the applications. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 

The Commission finds: 

(1) Lone Star, a Texas corporation with its principal place of business at 
Dallas, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

” * * oe * oO 8 

(3) The facilities hereinbefore described are proposed to be used by Lone 
Star in the transportation and sale of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, as an integral part of its pipe- 
line system and the construction and operation thereof by Lone Star are subject 
to the requirements of Subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

x 


*Omitted portions of this order relate to the issuance of independent producer certificates 
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(5) The construction and operation of the facilities proposed by Lone Star, 
and the sale of natural gas by Hamon, together with the construction and 
operation of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor, are required by the public convenience and necessity, and certi‘fi- 
cates therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (c) (4) and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of Prac- 
tice and Procedure, should attach to the issuance of the certificate to Lone Star, 
and to the exercise of the rights granted thereunder, and that the time within 
which construction of facilities authorized by this order should be completed and 
said facilities should be placed in actual operation should be fixed at 6 months 
from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.30 (c) (1) 
of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Lone Star to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation of natural gas in interstate commerce as herein set forth, 
upon the terms and conditions of this order. 

oF * * * + * * 


(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(ec) (4) and (e) of Section 157.20 of the Commission’s General Rules and Regu- 
lations, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 

(E) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the 
issuance of this order. 

a * * * * * * 


(G) The certificates issued herein are not transferable and shall be effective 
only so long as the respective parties continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CONSOLIDATED GAS UTILITIES CORPORATION, DOCKET NO. G-—13230 


FINDINGS AND ORDER PERM/TTING PARTIAL ABANDONMENT OF SERVICE AND ACCEPTING 
PROPOSED TARIFF SHEETS FOR FILING 


(Issued February 11, 1958) 


On September 6, 1957, Consolidated Gas Utilities Corporation (Applicant), 
filed an application, pursuant to Section 7 of the Natural Gas Act, for authority 
to abandon in part the natural gas service it is presently rendering to Cities 
Service Gas Company (Cities Service), from the Chickasha and Cement gas 
fields, Grady County, Oklahoma, subject to the jurisdiction of the Commission, 
all as more fully represented in the application. 

It appears that, pursuant to a contract dated September 6, 1949, Applicant 
sells and delivers to Cities Service up to 90,000 Mcf per day of natural gas from 
the Cement and Chickasha gas fields, and a minimum quantity of five million Mcf 
during each of two half-yearly periods in each year. Cities Service returns a 
portion of the volumes to Applicant at a point near Blackwell, Oklahoma. Cities 
Service purchases the remainder of the aforesaid volumes from Applicant. 

Applicant is required, by the aforementioned contract, to deliver the gas at 
pressures sufficient to enter Cities Service’s pipeline, but not exceeding 750 
pounds psig, and is not obligated to construct more than 1200 horsepower of 
compression facilities to maintain these delivery pressures. On November 25, 
1949 Applicant was authorized in Docket No. G-1278 to construct and operate 
a 1200 horsepower compressor station to effect the delivery to Cities Service. 

Applicant now states that pressures in the Cement and Chickasha fields have 
declined to the point that it cannot deliver the contract volumes to Cities Service 
without additional compression. Since it is not obligated to install more than 
the 1200 horsepower of compression facilities authorized in Docket No. G—1278, 
it desires to reduce the contract volumes to 45,000 Mcf per day and 2.5 million 
Mcf during each half-yearly period. Applicant and Cities Service have amended 
their contract of September 6, 1949 to reflect these reduced deliveries. 

No abandonment of facilities is involved, nor will there be any change in rate 
or terms of service for redelivery of gas by Cities Service to Applicant at Black- 
well, Oklahoma. 

Proposed tariff sheets covering the reduced service, were initially tendered 
for filing on August 2, 1957 (by Consolidated) and on August 5, 1957 (by Cities 
Service) with an indicated effective date of September 1, 1957. On August 23, 
1957, Applicant requested that the filing date be withheld pending the filing of 
the necessary application (Docket No. G—13230) for authorization to abandon 
service. The proposed tariff sheets may be allowed to become effective as of 
the date of issuance of abandonment authorization. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
January 30, 1957, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission's Rules of 
Practice and Procedure. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 

at Houston, Texas, is engaged in the transportation and sale of natural gas in 
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interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act as heretofore found by the Com- 
mission in its order issued November 25, 1949 in Docket No. G-1278 (8 FPC 1303). 

(2) The delivery and sale of natural gas to be partly abandoned, as hereto- 
fore described, are subject to the jurisdiction of the Commission and any aban- 
donment of such delivery and sale by Applicant are subject to the requirements 
of subsection (b) of Section 7 of the Natural Gas Act. 

(3) Applicant and Cities Service have filed proposed tariff sheets reflecting 
the amendment of January 7, 1957 to the contract dated September 6, 1949 be- 
tween the parties. The aforesaid amendment reduces the daily maximum 
quantity to be delivered to Cities Service from 90,000 Mcf per day to 45,000 
Mcf and minimum semi-annual delivery from 5,000,000 Mcf to 2,500,000 Mcf. 

(4) Such abandonment by Applicant, as heretofore described, is permitted by 
the public convenience and necessity, and an order authorizing and approving 
same should be issued as hereinafter ordered. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 

(A) The proposed tariff sheets referred to in paragraph (8) above, i. e. Second 
Revised Sheets Nos. 21, 23, 24, 25, 26, 29 and 32 to Cities Service Gas Company’s 
FPC Gas Tariff, Original Volume No. 2 and Second Revised Sheets Nos. 2, 4, 5, 
6, 9 and 11 and Original Sheet No. 11a to Consolidated Gas Utilities Corpora- 
tion’s FPC Gas Tariff, Original Volume No. 2 be accepted for filing and allowed 
to become effective concurrently with the date of issuance of this order. 

(B) Permission and approval of the partial abandonment by Applicant of 
the service hereinbefore described, all as more fully described in the application 
in this proceeding be and the same is hereby granted. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE MANUFACTURERS LIGHT AND HEAT COMPANY, 
DOCKET NO G-13542 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDONMENT 


(Issued February 11, 1958) 


On October 17, 1957, The Manufacturers Light and Heat Company (Ap- 
plicant) filed in Docket No. G—13542 an application, pursuant to Section 7 of 
the Natural Gas Act, for permission and approval to abandon three compressor 
stations and certain transmission pipelines located in Jefferson, Elk and McKean 
Counties, Pennsylvania, and for a certificate of public convenience and necessity 
authorizing the installation and operation of two portable compressor units at 
two of the aforesaid stations, all as more fully set forth in the application. 

Applicant seeks to abandon the following facilities: 

(1) The existing 600 horsepower Iowa No. 1 Compressor Station located in 
Pine Creek Township, Jefferson County, Pennsylvania; 
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(2) The existing 480 horsepower Munderf Compressor Station located in 
Polk Township, Jefferson County, Pennsylvania ; 

(3) The existing 1,300 horsepower McKinley Compressor Station located in 
Highland Township, Elk County, Pennsylvania ; and 

(4) Approximately 40 miles of 6 to 95g inch transmission pipeline extending 
north from Munderf Compressor Station to a point in Lafayette Township, Mc- 
Kean County, Pennsylvania. 

It appears that the gas reserves in local fields which were originally pumped 
and transported by these facilities are largely depleted, that said facilities were 
constructed between 1908 and 1923, and that the present facilities are no longer 
required to handle gas from the fields involved. 

Applicant proposes to install a 225 horsepower portable compressor unit on 
the Iowa Compressor Station property to pump the remaining production avail- 
able in that area, and a 128 horsepower portable compressor unit to replace 
the present McKinley Compressor Station, to pump the remaining local produc- 
tion available in the area of that station. 

An existing high pressure system paralleling the 40 miles of pipe to be 
abandoned will transport the remaining local production from these areas. 

The estimated cost of the new compressor units is $96,500, and the total 
capital cost of installing the portable compressor units and removing the facili- 
ties to be abandoned is estimated at $104,800, which will be financed from funds 
on hand. There will be no substantial change in Applicant’s economic position, 
service or gas supply as a result of the present proposal. The abandonment and 
removal of the old facilities and installation of the smaller portable compressor 
units will result in improved service at lower costs. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 30, 1958, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 


render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 
The Commission finds: 

(1) Applicant, The Manufacturers Light and Heat Company, a Pennsylvania 
corporation having its principal place of business in Pittsburgh, Pennsylvania, 
is a “natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission in its order of April 5, 1944, in Docket No. 
G-502 (4 F. P. C. 562). 

(2) The facilities proposed to be abandoned, as hereinbefore described and 
as more fully described in the application herein, are used in the transportation 
and sale of natural gas in interstate commerce subject to the jurisdiction of the 
Commission and such abandonment is subject to the requirements of Subsection 
(b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the aforesaid facilities is permitted by the 
public convenience and necessity and permission and authorization therefor 
should be granted as hereinafter ordered and conditioned. 

(4) The facilities proposed to be installed and operated, as hereinbefore 
described and as more fully described in the application herein, will be used in 
the transportation and sale of natural gas in interstate commerce subject to 
the jurisdiction of the Commission, and the installation and operation thereof 
by Applicant are subject to the requirements of Subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 
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(5) The installation and operation of the facilities proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(6) Applicant is able and willing to do the acts and to perform the services 
proposed and to conform to the provisions of the Natural Gas Act and the re- 
quirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (1), (c) (3), (ec) 4 and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act should 
attach to the issuance of the certificate referred to in paragraph (5) above 
and to the exercise of the rights granted thereunder, and that the time within 
which installation of the facilities authorized by this order should be com- 
pleted and the said facilities placed in actual operation should be fixed at 6 
months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for the omission 
of the intermediate decision procedure was unopposed by any party of record 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 

The Commission orders: 

(A) Permission for and approval of the abandonment of the facilities herein- 
before described, as more fully described in the application and exhibits in 
this proceeding, is hereby granted to The Manufacturers Light and Heat 
Company. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing The Manufacturers Light and Heat Company to 
install and operate the facilities hereinbefore described, as more fully de- 
scribed in the application and exhibits in this proceeding, upon the terms and 
conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (b), (ce) (1), 
(ec) (3), (e) (4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (B) hereof and to the exercise of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be installed 
and placed in actual operation as provided by paragraph (b) of Section 157.20 
of the Commission’s Regulations is hereby fixed at 6 months from the date oa 
which this order issues. 

(E) The certificate issued herein shall be deemed accepted and of full force 
and operation unless refused in writing and under oath within 30 days from 
the date of issuance of this order. 

(F) Applicant shall advise the Commission of the date of abandonment of 
the facilities within 10 days of the date of such abandonment. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G-13551 
FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT 
(Issued February 11, 1958) 


Northern Natural Gas Company (Applicant), a Delaware corporation with 
its principal place of business at Omaha, Nebraska, filed an application on 
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October 18, 1957, for authorization pursuant to Section 7 of the Natural Gas 
Act to (1) abandon and remove two looped branch pipelines and a measuring 
and regulating station, the pipelines consisting of 4.8 miles of 2-inch and 3-inch 
pipe, and (2) to discontinue service being rendered to Kansas Power and Light 
Company for resale in Greensburg, Kansas, subject to the jurisdiction of the 
Commission, as more fully stated in the application filed with the Commission. 
The looped branch lines extend from Northern’s main system in Kiowa County, 
Kansas to Greensburg. 

The record shows that the service proposed to be abandoned is being dis- 
continued pursuant to the request of Kansas Power and Light Company, which 
company represents that the service of natural gas in Greensburg will continue 
from its own intrastate pipeline system. 

The original cost of the facilities to be abandoned is $49,955, cost of removal 
is estimated at $9,700 and salvage value is estimated to be $15,550. 

The abandonment will release the contract demand of 1,095 Mcf per day for 
use elsewhere on Northern’s system. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 30, 1958, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 


decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 

(1) Northern Natural Gas Company (Applicant), a Delaware corporation 
having its principal place of business in Omaha, Nebraska, is engaged in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of April 6, 1943 in Docket No. G-280 (3 F. P. C. 967). 

(2) The facilities and service to be abandoned, as hereinbefore described and 
as more fully described in the application herein, are subject to the jurisdiction 
of the Commission, and abandonment of such facilities and service by Applicant 
is subject to the requirements of Subsection (b) of Section 7 of the Natural 
Gas Act. 

(3) Such abandonment by Applicant is permitted by the public convenience 
and necessity, and an order permitting and approving same should be issued as 
hereinafter ordered. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 

(5) The Commission’s approval to abandon the facilities proposed by Applicant 


does not imply approval of any accounting entries proposed in this connection 
by Applicant. 


The Commission orders: 

(A) Permission for and approval of the abandonment by Applicant of the 
facilities and service hereinbefore described, all as more fully described in the 
application in this proceeding, be and the same is hereby granted. 

(B) Applicant shall advise the Commission of the date of the abandonment 
within 10 days of the date thereof. 
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(C) The permission here granted does not imply approval of any accounting 
entries proposed by Applicant in regard to the abandonment. 
























Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby 
Frederick Stueck, William R. Connole and Arthur Kline. 


CITIES SERVICE GAS COMPANY, DOCKET NO. G—13562 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING ABANDONMENT OF FACILITIES 


(Issued February 11, 1958) 





Cities Service Gas Company (Applicant), a Delaware corporation, having its 
principal place of business in Oklahoma City, Oklahoma, filed on October 22, 
1957 an application, and a supplement thereto on November 4, 1957, pursuant 
to Section 7 of the Natural Gas Act for authorization to (1) construct and oper- 
ate the facilities hereinafter described and (2) abandon and remove certain 
facilities for the purpose of reclaiming said facilities as hereinafter described, 
all subject to the jurisdiction of the Commission and as more fully described in 
the application and supplement filed with the Commission. The facilities are 
described as follows: 


Facilities To Be Constructed and Operated 


(a) A new 7000 horsepower station at Applicant’s Grabham Compressor Sta- 
tion site located in Montgomery County, Kansas. 

(b) 6.37 miles of 30’’ gas pipeline beginning at Applicant’s Grabham Com- 
pressor Station and extending northeasterly to the Verdigris River in Montgomery 
County, Kansas. 

(c) 18.0 miles of 26’’ gas pipeline paralleling present 20’’ gas pipeline begin- 
ning at Applicant’s Welda Compressor Station located in Anderson County, Kan- 
sas, and extending northerly and northeasterly to a point on its system in Frank- 
lin County, Kansas. 



























Facilities To Be Abandoned, Removed and Reclaimed 


(a) Two 1000 horsepower gas engine compressor units from Applicant’s 
Higgins Compressor Station located in Hemphill County, Texas. 

(b) Two 1000 horsepower gas engine compressor units from Applicant’s Moore- 
land Compressor Station located in Woodward County, Oklahoma. 

(c) Applicant’s Petrolia Compressor Station consisting of 6300 horsepower 
located in Allen County, Kansas. The units to be removed from the Higgins and 
Mooreland Stations, together with three similar units from the Petrolia Station, 
will be reinstalled in the proposed new Grabham Station. 

(d) Applicant’s Grabham Compressor Station consisting of 8450 horsepower 
located in Montgomery County, Kansas. 

(e) 6.37 miles of dual 16-inch pipeline beginning at Applicant’s Grabham Com- 
pressor Station and extending northeasterly to the Verdigris River in Mont- 
gomery County, Kansas. 

The record shows that the basic purpose of the facilities proposed to be con- 
structed is to make gas from Applicant’s existing Elk City Storage Field (author- 
ized in Docket No. G—10956) available to its markets on peak days to assist 
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Applicant in meeting its estimated peak day requirements. Deliveries from Ap- 
plicant’s storage fields, including Elk City, on peak days will increase from 
421,698 Mcf in 1957-58 to 471,427 Mecf in 1958-59 and to 521,155 Mcf in 1959-60 
and 1960-61. 

The facilities to be abandoned are no longer required for service. No customer 
of Applicant will be deprived of service by reason of the proposed abandonments. 

The estimated cost of Applicant’s proposals is $3,641,000 inclusive of $280,000 
reclamation costs. The cost of the proposals will be defrayed in part from cash 
on hand, and in part from placement of bank notes to be subsequently retired 
through the sale of long-term bonds. 

Applicant’s gas supply is reasonably adequate to justify the investment. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
January 29, 1958, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 

The Commission finds: 

(1) Applicant, a Delaware corporation, having its principal place of business 
in Oklahoma City, Oklahoma, is a “natural-gas company” within the meaning 
of the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed to be abandoned as hereinbefore described, are 
used in the transportation and sale of natural gas in interstate commerce sub- 
ject to the jurisdiction of the Commission and such abandonment is subject to 
the requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) The proposed abandonment of the facilities for the purposes requested are 
required by the public convenience and necessity, and permission and authoriza- 
tion therefor should be granted as hereinafter ordered. 

(4) The facilities proposed to be constructed and operated as heretofore 
described are to be used in the transportation and sale of natural gas in inter- 
state commerce, subject to the jurisdiction of the Commission and the construc- 
tion and operation thereof by Applicant are subject to the requirements of Sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(5) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued. 

(6) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the re- 
quirements, rules and regulations of the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (1), (3), (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate 
referred to in paragraph (5) above, and to the exercise of the rights granted 
thereunder, and that the time within which construction of facilities authorized 
by this order should be completed and said facilities should be placed in actual 
operation should be fixed at 8 months from the date on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 
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The Commission orders: 

(A) Permission and approval be and is hereby granted Applicant to abandon 
the facilities as heretofore described, as more fully represented in its applica- 
tion and exhibits in this proceeding. 

(B) A certificate of public convenience and necessity be aud the same hereby 
is issued authorizing Applicant to construct and operate the natural gas facili- 
ties as hereinbefore described, all as more fully described in the application in 
this proceeding, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraph (a), (b), (c) 
(1), (3), (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (B) hereof, and to the exercise 
of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at 8 months from the 
date on which this order issues. 

(E) Applicant shall notify the Commission of the date of abandonment of 
the facilities within 10 days of the date thereof. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 
































POWER AUTHORITY OF THE STATE OF NEW YORK, 
PROJECT NO. 2000 


ORDER APPROVING EXHIBIT 


(Issued February 11, 1958) 





On August 19, 1957, pursuant to Article 21 of the license for Project No. 
2000, the Power Authority of the State of New York (licensee) filed drawing 
for the Coles Creek Dike No. 1, as follows: 

Exhibit L (FPC No. 2000-86) entitled “Coles Creek Dike No. 1 Plan, Profile 
& Section.” 

The Coles Creek Dike No. 1 is a low dike 1330 feet long located in a saddle 
in the upper part of the reservoir area above the Long Sault dam. The struc- 
tures shown on the above-designated Exhibit L drawing conform substantially 
with structures shown in plans approved by the St. Lawrence River Joint 
Board of Engineers, U. S. Section, by letter dated July 29, 1957. 

The Secretary of the Army and the Chief of Engineers have approved the 
plans in accordance with Section 4 (e) of the Federal Power Act. 

The Commission finds: 

Exhibit L Drawing (FPC No. 2000-86) conforms to the Commission’s rules 
and regulations and should be approved as part of the license for the project. 
The Commission orders: 

(A) Exhibit L Drawing (FPC No. 2000-86), is approved as part of the 
license for Project No. 2000. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


IDAHO POWER COMPANY, PROJECT NO. 1971 
ORDER PRESCRIBING FISH FACILITIES 
(Issued February 12, 1958) 


The Idaho Power Company (Licensee), as the result of consultation and 
cooperation with the United States Fish and Wildlife Service, the Idaho De- 
partment of Fish and Game and the Fish and Game Commissions of the State 
of Oregon, has submitted general plans showing the functional design of fish 
facilities for the Brownlee and Oxbow developments pursuant to Article 35 
of the license for Project No. 1971. 

The Secretary of the Interior and the aforesaid Fish and Game agencies 
of the States of Idaho and Oregon have advised the Commission that they 
concur in the plans submitted by the Licensee, subject to such further reason- 
able modification of fish facilities as the Commission may hereafter prescribe 
upon their respective recommendations and provided that additional fish fa- 
cilities may be prescribed pursuant to Article 35 of the license. 

The general plans submitted by the Licensee show the functional design of 
a forebay net barrier with fish skimming and trapping devices at Brownlee 
dam for downstream migrants; upstream facilities at the Oxbow powerhouse 
and spillway, and facilities for transfer of anadromous fish runs from the 
Wildhorse River which will flow into the Oxbow pool. The facilities for transfer 
of fish from the Wildhorse River have been installed. 

The Commission finds: 

It is consistent with the public interest that fish facilities be prescribed for 
the Brownlee and Oxbow developments of Project No. 1971, pursuant to Article 
35 of the license, as hereinafter provided. 

The Commission orders: 

(A) The Licensee for Project No. 1971 shall construct, operate, and main- 
tain the following fish facilities subject to such reasonable modifications as the 
Commission may hereafter prescribe upon recommendation of the Secretary of 
the Interior, the Idaho Department of Fish and Game, and the Oregon Fish and 
Game Commissions : 

(i) Forebay net barrier with fish skimming and trapping devices upstream 
from the Brownlee dam, generally as shown on drawings Nos. CV-83-023, 
CV-83-024, CV-83-021 and CV-83—022, together with suitable means of trans- 
porting downstream migrating fish from the traps of the facility for release 
below the lowermost dam when constructed or under construction pursuant to 
this license. 

(ii) Upstream migrant facilities at the Oxbow powerhouse and spillway, gen- 
erally as shown on drawings Nos. DC-83-011, DC-83-017, DC-—83-—025, and 
DC-83-201, together with suitable means for transporting upstream migrating 
fish from the traps of the facility for release above the Brownlee dam. 

(iii) Facilities for transfer of anadromous fish runs from Wildhorse River, 
including fish trapping facilities, generally as shown on drawing No. 14559, 
sheets 1, 2 and 3. 

(B) The Licensee shall proceed immediately with the construction of the 
facilities prescribed in sub-paragraph (i) of the Paragraph (A) of this order 
and shall not commenc? filling the Browlee reservoir until authorized to do so by 
further order of the Commission. 
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(C) Nothing herein shall be construed as full compliance with the provisions 
of Article 35 of the license for Project No. 1971. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE CITY OF CORYDON, KENTUCKY, DOCKET NO. G—9622 


ORDER RESCINDING ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES 
AND SALE OF NATURAL GAS 


(Issued February 13, 1958) 


Texas Gas Transmission Corporation (Petitioner) filed on January 14, 1958, 
a petition, pursuant to Section 16 of the Natural Gas Act, to rescined the Com- 
mission’s order issued February 27, 1956, in Docket No. G-9622, 15 F. P. C. 1165, 
directing Petitioner to establish physical connection with facilities to be con- 
structed by the City of Corydon and sell natural gas to the City of Corydon, 
Kentucky. 

The order referred to above directed Petitioner to sell and deliver up to 300 
Mcf per day of natural gas to the City of Corydon, provided that the City of 
Corydon would be prepared to receive such gas by July 1, 1957. 

The petition states and Item I attached thereto shows that Petitioner has 
been advised by letter dated November 23, 1957, that the City of Corydon has 
been unsuccessful in obtaining the financing for its project and has abandoned 
its plans to construct a gas system. 

The petition filed herein was duly served upon all interested parties of record. 
No protests to the granting of the petition have been received. 

The Commission finds: 

It is necessary and appropriate to carry out the provisions of the Natural Gas 
Act that the order of the Commission issued February 27, 1956, in Docket No. 
G-9622, directing Petitioner to make physical connection of its transmission 
facilities with those proposed by the City of Corydon, Kentucky, and to sell and 
deliver up to 300 Mcf per day of annual gas to said city, be rescinded as here- 
inafter ordered. 

The Commission orders: 

The order of the Commission issued February 27, 1956, in Docket No. G—9622, 
be and the same hereby is rescinded, and shall hereafter be deemed void and 
without effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 
UTAH POWER & LIGHT COMPANY, PROJECT NO. 597 
ORDER APPROVING EXHIBITS 


(Issued February 13, 1958) 


Pursuant to paragraph (D) of our order issued ne 81, 1957, 17 F. P. C. 


96, amending Utah Power & Light Company’s license fOr Project No. 597, the 
latter on December 6 and 30, 1957 filed amended Exhibit K and L (FPC No. 597-6) 
and amended Exhibit L (FPC No. 597-8) for Commission approval. 
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Amended Exhibit K and L (FPC No. 597-6) shows the elimination of a small 
reservoir as a part of the Stairs Project and structural changes to the gate stand 
tower inlet and supersedes Exhibit K (FPC No. 597-1) now a part of the license. 
Amended Exhibit L (FPC No. 597-8) shows the existing spillway structure and 
supersedes Exhibit L (FPC No. 597-3) now a part of the license. 

The Commission finds: 

Amended Exhibit K and L (FPC No. 597-6) and Amended Exhibit L (FPC No. 
597-8) conform to the Commission’s rules and regulations and should be ap- 
proved as part of the license for the project and superseded Exhibit K (FPC 
No. 597-1) and Exhibit L (FPC No. 597-3) now a part of the license should be 
eliminated therefrom as hereinafter provided. 

The Commission orders: 

(A) Amended Exhibit K and L (FPC No. 597-6) and Amended Exhibit L (FPC 
No. 597-8) are approved as part of the license for the project and superseded 
Exhibit K (FPC No. 597-1) and Exhibit L (FPC No. 597-3) now a part of the 
license are eliminated therefrom. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 

Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


JOHN CHANDLER SLAGLE, PROJECT NO. 2227 
ORDER ISSUING PRELIMINARY PERMIT 


(Issued February 13, 1958) 


Application was filed March 8, 1957, by John Chandler Slagle, of Nenana, 
Alaska, for a preliminary permit under Section 4 (f) of the Federal Power Act 
(hereinafter referred to as the Act) for proposed Project No. 2227 to be located 
on Nenana River near mile 356.6 on the Alaska Railroad 2.5 miles north of Mc- 
Kinley National Park Boundary in sec. 32, T. 12 S8., R. 7 W., Fairbanks meridian, 
Fourth Judicial Division, Territory of Alaska, and affecting lands of the United 
States. 


As described in the application, the proposed project consists of a rock-fill dam 
90 feet high with impervious core; side channel] spillway cut through bed rock; 
tunnel 8 feet in diameter and 700 feet long through bend in river; penstock; un- 
derground powerhouse containing two 2,500 kw generators; tailrace cut in bed 
rock ; and other appurtenant equipment and structures. 

The applicant proposes to use the power generated for general domestic, com- 
mercial, and industrial use in Healy, McKinley Park, Suntrana, Usibelli, and 
Lignite and vicinity. 

The Chief of Engineers, Department of the Army, has informed the Commission 
that the Corps of Engineers has considered several plans for complete Nenana 
River development involving a series of run-of-river hydroelectric projects in 
the vicinity of the applicant’s site and a major storage project upstream; that 
although the site selected by the applicant is not identical to a site in the preferred 
Corps of Engineers plan, as outlined in Interim Report No. 4, Tanana River Basin, 
dated May 1, 1951, the applicant’s project could be considered as one step in the 
head development of the reach of river involved ; and that, accordingly, no objec- 
tion is made to granting the permit. 
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The Secretary of the Interior has informed the Commission that the General 
Manager of the Alaska Railroad points out that placing any dam on the Nenana 
River in the vicinity of mile 356 would undoubtedly have a very adverse effect 
on the Railroad’s present location and that under the circumstances they do not 
recommend issuance of a preliminary permit, but should one be issued, the per- 
mittee should be required to make a thorough engineering geology appraisal of 
the site to determine the effects of proposed construction upon the railroad. He 
suggests that the permittee contact the Juneau Area Director of the Bureau of 
Indian Affairs for informaion as to whether the rights or interests of any Alaskan 
natives would be affected by construction of the proposed project and requests 
inclusion in the permit of a provision as hereinafter provided to assure that fish 
and wildlife resources will be adequately protected. 

The Governor of Alaska, the Alaska Road Commission, the Alaska Game Com- 
mission, and the Alaska Development Board have been notified of the filing of 
the application. 

The preliminary permit issued herein does not authorize construction of the 
proposed project. The permit merely gives permittee, during the period of the 
permit, the right of priority of application for license while the permittee under- 
takes the necessary studies and examinations, including the preparation of 
maps and plans, in order to determine the economic feasibility of the proposed 
project, the means of securing the necessary financial arrangements for con- 
struction, the market for the project power, and all information necessary for 
inclusion in an application for license, should one be filed. 

The Commission finds: 

(1) The applicant is a citizen of the United States. 

(2) The project will occupy lands of the United States. 

(3) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(4) No reason is apparent at this time for development of the project by the 
United States. 

The Commission orders: 

(A) This preliminary permit is issued to John Chandler Slagle (hereinafter 
referred to as the permittee) for a period of two years, effective as of February 
1, 1958, for the sole purpose of maintaining priority of application for a license 
for Project No. 2227, affecting lands of the United States, subject to the terms 
and conditions of the Act which is hereby incorporated by reference as a part 
of this permit, and subject to such rules and regulations as the Commission has 
issued or prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in Form 
P-1, entitled, “Terms and Conditions of Preliminary Permit” (16 F. P. C. 1303), 
which terms and conditions (designated as Articles 1 through 8) are attached 
hereto and made a part hereof; and subject to the following special conditions 
set forth herein as additional articles: 

Article 9. The Permittee shall submit, at the close of each six-month period 
from the effective date of the preliminary permit, to the Regional Forester, United 
States Forest Service, Juneau, Alaska, having supervision over the project, or 
to such other officer as the Commission may designate, accurate statements of 
the work accomplished during the period and of the work contemplated under 
the permit for the ensuing period. 

Article 10. The Permittee shall, during the period of project planning, co- 
operate with the United States Fish and Wildlife Service in order that adequate 
provisions may be made for the protection of the fish and wildlife resources of 
the affected area. 
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Article 11. The Permittee shall during the period of project planning consult 
and cooperate with the Alaska Railroad Commission in order that consideration 
may be given to the effect the proposed project may have on the Alaska Railroad. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the Act, 
and failure to file such an application shall constitute acceptance of this pre- 
liminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed by the Permittee and returned to the Commission within 
60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CAROLINA NATURAL GAS CORPORATION, DOCKET NO. G-14234 
DECLARATION OF EXEMPTION 


(Issued February 14, 1958) 


On January 13, 1958, Carolina Natural Gas Corporation (Applicant), a Dela- 
ware corporation having its principal place of business in Hickory, North 
Carolina, filed in Docket No. G—14234 an application for exemption from the 
provisions of the Natural Gas Act, pursuant to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits appended thereto, and 
the files of the Commission, it appears that: 

(1) Applicant is engaged in the transportation, distribution and sale of manu- 
factured gas in the State of North Carolina; 

(2) Applicant has been authorized by the North Carolina Utilities Com- 
mission to engage in the transportation, distribution and sale of natural gas 
in the State of North Carolina, and such natural gas will be purchased from 
Transcontinental Gas Pipe Line Corporation at an interconnection near Stanley, 
North Carolina, for resale by Applicant; 

(3) All natural gas received by Applicant will ultimately be consumed within 
the State of North Carolina, and all of the Applicant’s facilities are located 
within said State; and 

(4) The North Carolina Utilities Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, services and facilities of Applicant. 

WHEREFORE, the Commission declares, by reason of the foregoing: 

Carolina Natural Gas Corporation is exempt from the provisions of the 
Natural Gas Act, and the orders, rules and regulations of this Commission 
issued thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and Arthur Kline. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-6794 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF PREFERRED STOCK 


(Issued February 18, 1958) 


By order issued February 3, 1958, 19 F. P. C. 209 in the above-entitled matter, 
the Commission authorized Gulf States Utilities Company (Applicant) to issue 
and sell through competitive bidding 75,000 shares of Preferred Stock, par 
value $100 per share, subject to the provisions, among others, as set forth in 
Paragraph (B) of that order as follows: 
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(B) The proposed issuance and sale of Preferred Stock at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the 
Federal Power Act relating to compliance with competitive bidding require- 
ments, and Section 34.2 (k) (4) of those Regulations relating to affiliation, 
and shall have either filed such amendments or shall have mailed them and 
advised the Commission by telephone and telegram, as contemplated by Section 
34.9 of those Regulations. 

(ii) The Commission, by further order, shall have approved the price to be 
received by Applicant for the proposed issuance of Preferred Stock and the 
dividend rate thereon. 

Applicant, on February 18, 1958, filed an amendment, pursuant to the re- 
quirements of the aforementioned Commission order, in which it states, among 
other things, that it proposes to accept, as representing the lowest annual cost 
of money to it, the bid of Lee Higginson Corporation to purchase the 75,000 
shares of the proposed issuance of Preferred Stock for $100.5199 per share, with 
a divident rate of $5 per share. 

The Commission finds: 

(1) Applicant has satisfactorily complied with the requirements contained 
in Paragraph (B) of the Commission’s order issued February 3, 1958, in the 
above-entitled docket; and under the bid it proposes to accept for the purchase 
of the proposed issuance of Preferred Stock, the price per share of Preferred 
Stock te be received by Applicant and the dividend rate to be paid thereon 
are reasonable. 

(2) The proposed issuance and sale of Preferred Stock, as hereinafter au- 
thorized, will be for a lawful object, within the corporate purposes of Applicant 
and compatible with the public interest, which is appropriate for and consistent 
with the proper performance of service by Applicant as a public utility and 
which will not impair ability to perform that service, and is reasonably 
appropriate for such purposes. 

The Commission orders: 

(A) The price per share of Preferred Stock to be received by Applicant and 
the dividend rate to be paid thereon by Applicant under the bid referred to 
above are approved as reasonable. 

(B) The proposed issuance and sale of Preferred Stock referred to above, 
upon the terms and conditions, and for the purposes specified in the applica- 
tion, as supplemented by the amendment referred to above, are authorized, 
subject only to the provisions of Paragraphs (A), (C), (D), and (E) of the 
Commission’s order issued February 3, 1958, in the above docket. 


UNITED CARBON COMPANY, DOCKET NO. G-—9572 
COLUMBIAN FUEL CORPORATION, DOCKET NO. G-—9573 


ORDER DENYING APPLICANT’S MOTIONS TO TERMINATE AND REMANDING PROCEEDINGS 
TO EXAMINER FOR FURTHER HEARING 


(Issued February 19, 1958)* 


Syllabus 


1. Increase in contract price by mutual agreement or arbitration constitutes 
a “change in rate” within the purview of Section 4 (d) of the Natural 
Gas Act. P.247. 


*Initial decision appears on p. 245. 
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2. Motion to dismiss cannot introduce in its support facts which do not appear 
on the face of the bill. P. 247. 

3. Commission can suspend the operation of a new rate schedule in the public 
interest without first having acted upon applicant’s request, in another 
proceeding, for a disclaimer of jurisdiction. P. 248. 

4. Recital of jurisdiction over sales in a suspension order is a procedural step 
and no company is adversely affected thereby. P. 248. 

5. In prescribing rates to be charged in the future, the Commission is performing 
a legislative function and res judicata and estoppel have no application. 
P. 249. 

6. Contracts made prior to the adoption of the Natural Gas Act are subject 
to regulation under the Act. P. 249. 

7. This case distinguished from Union Oil Co. on the basis that here applicants 
introduced evidence purporting to reflect the cost of maintaining their 
present deliveries to a single company and their present volumes of gas 
reserves. P. 244. 

8 For the purpose of deciding a motion to dismiss made at the conclusion of 
an applicant’s direct case every presumption and inference reasonably 
drawn from the evidence must be determined in favor of the respondent 
to the motion to dismiss. P. 245. 

9. Commission afirms examiner’s decision denying applicants’ motions to termi- 
nate but reverses examiner’s decision granting staff’s motion to dismiss 
and disallowing applicants’ proposed increased rates. P. 245. 

Harry 8S. Littman, Henry F. Lippitt, A. G. Stone and H. L. Hester for United 
Carbon Co. 

Frederic A. Collins, Chapman Revercomb and Harry J. Gerrity for Columbian 
Fuel Corp. 

Tilford A. Jones and C. E. Goodwin for United Fuel Gas Co. 

Louis L. DaPra for the staff of the Federal Power Commission. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 

These proceedings are before us upon exceptions filed by United Carbon 
Company and Columbian Fuel Corporation to the decision of the presiding 
examiner, issued August 5, 1957. Oral argument upon the issues presented 
was had before the Commission on November 18, 1957. 

United Carbon and Columbian Fuel are independent producers of natural 
gas. As the applicants in these rate proceedings, they seek rate increases 
from 2214¢ per Mcf to 26¢ per Mcf for gas sold by each of them to United Fuel 
Gas Company in the Appalachian area. The proposed increased rates were 
suspended by orders of the Commission issued on October 28, 1955; and there- 
after, on April 1, 1956, upon motions of the applicants. became effective subiect. 
to refund. 

These proceedings were consolidated for the purpose of hearing, and came 
on before the presiding examiner on June 12, 1956. On that date United Carbon 
moved (1) to rescind the suspension order of October 28, 1955; (2) to terminate 
the proceedings in Docket No. G—9572 for lack of jurisdiction; and (3) to release 
applicant from the agreement and undertaking dated May 17, 1956, to make 
refund of excess charges. On the same date, Columbian Fuel moved to terminate 
the proceeding in Docket No. G—9573 on the following grounds: (1) the October 
28, 1955 suspension order was erroneously issued; (2) the order suspended, 
ez parte, the price established by contract, without taking evidence or acting 
upon Columbian Fuel’s request for disclaimer of jurisdiction; (3) the order 
was issued in error on an eg parte finding that Cobimbian Fuel was subject 
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to the jurisdiction of the Commission without taking evidence or reversing 
the Commission’s findings in Columbian Fuel Corporation, Docket No. G—143, 
2 F. P. C. 200 (1940) ; and (4) the Commission erred in suspending the price, 
ex parte, which was established pursuant to a contract executed prior to enact- 
ment of the Natural Gas Act. These motions hereinafter are referred to 
collectively as applicants’ motions to terminate. We directed the presiding 
examiner to rule on these motions as part of his initial decision. 

During the course of the hearings before the presiding examiner in June 
and November, 1956, the applicants presented their cases in chief by way of 
oral and documentary evidence, and their witnesses were cross examined by 
staff counsel and counsel for the intervenor, United Fuel Gas Company. There- 
after, on January 9, 1957, staff counsel filed a motion with the presiding examiner 
to disallow the proposed increases and to dismiss the proceedings, relying 
upon our opinion in Union Oil Company of California, 16 F. P. C. 100, issued 
December 6, 1956, and the decision of the Court of Appeals for the District of 
Columbia in City of Detroit, Michigan v. Federal Power Commission (C, A. D. C.) 
230 F. 2d 810, cert. denied 352 U. 8S. 829. 

The presiding examiner recessed the hearing until January 29, 1957, to give 
the applicants an opportunity to decide whether to present additional evidence 
in light of the Union Oil case. The applicants, however, did not choose to 
present additional evidence; whereupon staff counsel renewed his motion to 
dismiss, and announced that the staff would present no evidence, but would 
rest upon the motion. 

The presiding examiner, in his initial decision issued August 5, 1957, denied 
United Carbon’s and Columbian Fuel’s motions to terminate, granted staff’s 
motion to dismiss, and disallowed applicants’ proposed increased rates. Excep- 
tions to this decision were thereafter filed by each of the applicants, and oral 
argument before the Commission was held on November 18, 1957. 

It is our conclusion that the applicants’ motions to terminate were properly 
denied, and that the presiding examiner’s decision, together with his findings 
of fact and conclusions of law, insofar as they relate to these motions to 
terminate should be affirmed and adopted. 

A great quantity of evidence was introduced by applicants intended to show 
the amounts which must be spent by each of them to maintain gas reserves 
and the current level of deliveries to United Fuel, and which would, upon 
their theory of the case, justify the increased rates. We are of the view that 
the proper exercise of our discretion requires us to reach a conclusion contrary 
to that reached by the examiner. In so doing, we do not say that the examiner 
was in error. On the contrary, existing authorities give some support to the 
examiner’s conclusions, as he has pointed out. We believe that, under the 
present uncertain and peculiar situation created by applicable court decisions, 
together with the obvious difficulty of fixing just and reasonable rates for 
producers by allowing a rate of return on a rate base, the applicants here 
have introduced sufficient evidence of a persuasive nature to warrant our per- 
mitting this case to proceed. The evidence above-mentioned in this case 
distinguishes it from the other producers’ rate cases which we have dismissed. 

We do not consider it necessary for us to rule upon staff counsel’s motion at this 
time. Instead, it is the Commission’s conclusion that it ought to exercise its 
discretion, reopen the proceedings and remand to the presiding examiner for 
the taking of further testimony to give all parties hereto an opportunity to pre- 
sent any additional evidence deemed desirable, or to make a representative and 
conclusive demonstration by valid evidence why a rate base approach is not 
necessary, practical or appropriate in this case, or to present such additional 
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evidence of costs as applicants at the oral argument indicated they would be 
willing to present. Also, upon such remand, we think staff counsel should pre- 
sent any evidence deemed appropriate, including evidence, if any there be, to 
show error in applicants’ presentation and to support staff’s position in these 
proceedings. 

In our order, issued November 15, 1956, denying motions to dismiss in Mid- 

western Gas Transmission Company, et al., Docket Nos. G—-9451 ; et al., 16 F. P. C. 
466, we stated the principle upon which a motion to dismiss should be considered 
as follows: 
“For the purpose of deciding a motion to dismiss made at the conclusion of an 
applicant’s direct case every presumption and inference reasonably to be drawn 
from the evidence must be determined in favor of the respondent to the motion 
to dismiss.” 

The procedure prescribed herein will afford us the opportunity to test appli- 
cants’ presentation on the basis of a complete record, rather than requiring that 
we reach our determination herein on the basis of inference and presumptions. 
The Commission orders: 

(A) The decision of the presiding examiner denying applicants’ motions to 
terminate, together with his findings and conclusions in support thereof, are 
hereby affirmed and adopted. 

(B) The decision of the presiding examiner granting staff’s motion to dismiss 
and disallowing applicants’ proposed increased rates is hereby reversed. 

(C) The proceedings herein are hereby remanded to the presiding examiner 
for the taking of further evidence and for further consideration as herein 
provided. 


DECISION 


UPON NOTICES TO MAKE EFFECTIVE INCREASED RATES 
(Issued August 5, 1957) 


PurbvuE, Presiding Examiner: In these consolidated proceedings, United Carbon 
Co. and Columbian Fuel Corp., independent producers of natural gas, have ap- 
plied for rate increases. More particularly, on September 30, 1955, United Car- 
bon, applicant in Docket No. G—9572, and Columbian Fuel, applicant in Docket 
No. G—9573, each filed new schedules whereby the applicant seeks an increase in 
its rates and charges for the sale of natural gas to United Fuel Gas Co. The 
schedules were filed pursuant to Section 4 (d) of the Natural Gas Act, under pro- 
test. The United Carbon schedules consist of (1) a supplement, dated Septem- 
ber 29, 1955, to a contract between United Carbon and Warfield Natural Gas Co., 
predecessor of United Fuel, entered into on December 31, 1930; and (2) a notice 
of change dated September 29, 1955. The Columbian Fuel schedules consist of 
(1) a supplement, dated September 27, 1955, to a contract between Piney Oil & 
Gas Co., predecessor of Columbian Fuel, and Warfield, entered into on November 
18, 1931; and (2) a notice of change dated September 29, 1955. In 1954, United 
Carbon and Columbian Fuel had filed these contracts with the Commission under 
protest. The increase sought by each applicant is from 22%4¢ per Mcf to 26¢ 
per Mcf. In the case of United Carbon, the increase amounts to $198,565 an- 
nually; and in the case of Columbian Fuel, to $203,000 annually. 

On October 28, 1955, the Commission, under the authority conferred by Section 
4 (e) of the Act, issued orders in the respective proceedings which recited that 
the sales in question were “subject to the jurisdiction of the Commission”; and 
which ordered that a public hearing be held upon a date to be thereafter fixed 
concerning the lawfulness of the proposed changes in rates, and that pending 
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such hearing and decision thereon, the supplements to the rate schedules be sus- 
pended. Thereafter, by further orders, the Commission made the increased 
rates of both applicants effective as of April 1, 1956, upon their filing undertak- 
ings to refund any excess charges to those entitled thereto. 

On June 12, 1956, United Carbon filed a motion whereby it seeks to have the 
Commission rescind the order suspending the proposed change in rates in Docket 
No. G—9572, terminate such proceeding “for lack of jurisdiction,” and release said 
applicant from its undertaking to refund excess charges. The Commission re- 
ferred the motion to the undersigned Examiner to be ruled upon as part of his 
initial decision. 

The two proceedings, having been consolidated for hearing, came on for hear- 
ing before the Examiner on June 12 and 13, 1956, November 27, 28 and 29, 1956, 
and January 15 and 29, 1957. At the outset of the hearing, Columbian Fuel 
made a motion that the Commission terminate Docket No. G—9573, on grounds 
specified hereinafter. The Examiner referred this motion to the Commission 
for disposition. The Commission in due course returned the motion to the Exam- 
iner for ruling as part of his initial decision. 

At the sessions of the hearing in June and November, the applicants conducted 
their cases in chief by presenting oral and documentary evidence. Their wit- 
nesses were cross-examined by the Staff and by counsel for United Fuel Gas Co., 
which had intervened in the proceedings. 

Thereafter, on December 6, 1956, the Commission issued its opinion In re 
Union Oil Co. of California, 16 F. P. C. 100, hereinafter particularly referred to. 
Primarily upon the authority of that decision and City of Detroit, Michigan v. 
Federal Power Commission (C. A. D. C.), 230 F. 2d 810, certiorari denied 352 
U. S. 829, the Staff, on January 9, 1957, filed a motion with the Examiner, “as a 
part of his initial decision,” to disallow the proposed increased rates and to 
dismiss the proceedings. Upon the reconvening of the hearing of January 15, 
1957, exhibits theretofore offered by the applicants, and ruling upon which had 
been deferred, were received in evidence. The Examiner then recessed the 
hearing to January 29, 1957, for the purpose of affording applicants opportunity 
to reach a decision as to whether or not they would present additional evidence, 
in view of the Union Oil opinion. 

At the resumption of the hearing on January 29, applicants announced that 
they did not choose to present additional evidence, and that they had completed 
their respective cases in chief. Thereupon the Staff renewed their motion io 
disallow the proposed increases and to dismiss the proceedings; and announced 
that they would present no evidence, and would rest upon such motion. Where- 
upon, the hearing was concluded. 

Thereafter, briefs were filed by the Staff in support of, and by the applicants 
in opposition to, the staff motion. Columbian Fuel also filed a brief in support 
of its motion to terminate the proceeding. Intervenor United Fuel took no 
position respecting any of the motions, and filed no brief. 


UNITED CARBON’S MOTION TO RESCIND ORDER OF SUSPENSION IN DOCKET NO. G—9752 
AND TO TERMINATE SUCH PROCEEDING 


United Carbon’s motion to rescind the order of suspension in Docket No. 
G-—9572, to terminate such proceeding, and to release it from its undertaking, is, 
in effect, a motion to dismiss the proceeding for lack of jurisdiction. In support 
of the motion, United Carbon assigns two grounds. The first of these is that the 
increase in the price for its gas was agreed upon between United Carbon and 
United Fuel pursuant to a provision of the 1930 contract that after 1940, “the 
price shall be determined every five years by mutual agreement or arbitration” ; 
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and that therefore such increase is not a “change in rate” within the meaning 
of Section 4 (d), but is a part of the initial filing. There is no merit to this 
contention. The same contention has been repeatedly made in the analogous 
situation of a basic contract which calls for a periodic or “favored-nation” price 
increase. The Commission has uniformly held that such an increase constitutes 
a change in rate within the purview of Section 4 (d), and, by Section 4 (e), is 
subject to suspension. Jn re Union Oil Co. of California, 17 F. P. C. 92; In re 
Texas Gas Corp., Docket No. G—11514, order issued January 14, 1957 and 
authorities there cited; Jn re Humble Oil & Refining Co., 17 P. C. C. 39; In re 
Sun Oil Co., 17 F. P. C. 174, 193; In re Crow Drilling Co., 17 F. P. C. 226, 240; 
In re Humble Oil & Refining Co., Docket No. G—-11623, order issued February 8, 
1957; In re Forest Oil Corp., Docket No. G—5510, order issued April 26, 1957, 
17 F. P. C. 586. These decisions and orders are dispositive of the first question 
which United Carbon raises. 

The second of the two grounds advanced by United Carbon is that the Com- 
mission has no jurisdiction over its facilities, operations or sales in question. 
In support of its position, United Carbon recites numerous asserted facts 
respecting its facilities, operations and sales. The setting up of these purported 
facts in the motion is improper; and the motion, insofar as it is grounded 
thereon, should not be entertained. A demurrer cannot introduce in its support 
facts which do not appear on the face of the bill. Steward v. Masterson, 131 
U. 8. 151, 158. “That rule of procedure should be followed which will be most 
likely to result in justice between the parties, and, generally speaking, that 
result is more likely to be attained by leaving the merits of the cause to be 
disposed of after answer and the submission of proof, than by attempting to deal 
with the merits on motion to dismiss the bill.” Winget v. Rockwood (C. A. 8), 69 
F. 2d 326, 329. 

It may be observed, however, that there is nothing in any of the facts averred 
which, even if true, suffices to take the case without the rule laid down in 
Phillips v. Wisconsin, 347 U. S. 672, that wholesales of natural gas in interstate 
commerce by a producer are subject to regulation under the Natural Gas Act. 

For the foregoing reasons, United Carbon’s motion should be denied. 


COLUMBIAN FUEL’S MC/TION TO TERMINATE DOCKET NO. G—9573 


Searcely two years after the adoption of the Natural Gas Act, the Commission, 
on June 29, 1940, rendered a decision in a proceeding involving applicant Colum- 
bian Fuel, entitled In re Columbian Fuel Corp., Docket No. G—143, reported in 
2 F. P. C., page 200. There the Commission had suspended changes in the price 
of natural gas supplied by Columbian Fuel to Warfield pursuant to the same 
contract between said parties the 1955 supplement to which is now in question. 
In its opinion in that matter, the Commission held, quoting from the syllabus: 


The Federal Power Commission does not have jurisdiction under the Natural 
Gas Act to regulate rates charged for sales of natural gas in interstate com- 
merce for resale by a company engaged solely in the production and gathering 
of natural gas where the sales are made as an incident to and immediately 
upon completion of such company’s production and gathering of the natural 
gas, and the company is not otherwise subject to the jurisdiction of the 
Commission— 

and dismissed the proceeding. 
Nearly 14 years later, on June 7, 1954, the United States Supreme Court 
rendered its decision in the Phillips case, supra. In view of such decision, the 
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Commission, on July 30, 1954, adopted Order No. 174-A, which issues “Regula- 
tion under the Natural Gas Act” governing the filing of rate schedules and appli- 
eations for certificates of public convenience and necessity by natural-gas com- 
panies which are also producers and gatherers of natural gas. On November 30, 
1954, Columbian Fuel, pursuant to such order, filed an application in Docket No. 
G-—7009 for a certificate of public convenience and necessity covering its sale of 
natural gas to United Fuel; or, in the alternative, for a disclaimer of jurisdic- 
tion. On January 30, 1956, the Commission ordered that such proceeding “be 
scheduled for hearing on a date to be hereafter fixed by the Secretary.” No 
further action has yet been taken in that matter. 

The grounds assigned by Columbian Fuel in support of its motion to terminate 
Docket No. G—9573 are that the suspension order in such proceeding was errone- 
ously issued in that it (a) suspended the price established pursuant to the 
contract between Columbian Fuel and United Fuel, “ex parte, without the taking 
of evidence or action upon Columbian Fuel’s request for disclaimer of jurisdic- 
tion”; (b) “that it was issued in error under an ez parte finding that the 
Commission had jurisdiction over Columbian Fuel without any taking of evi- 
dence” and without reversing the findings of “lack of jurisdiction over the con- 
tract” made in Docket No. G—143; and (c) that there was “error in suspending 
ex parte a price which was established pursuant to the terms of a contract 
executed prior to the enactment of the Natural Gas Act.” 

As to the first of these three grounds, Columbia Fuel cannot complain that 
the suspension order was made ew parte. Section 4 (e) expressly confers upon 
the Commission authority to suspend the operation of a new rate schedule filed 
by a natural-gas company pending a hearing concerning the lawfulness of the 
rate. It is idle for Columbian Fuel to argue that the Commission could not 
take this necessary step in the public interest without first having acted upon 
Columbian Fuel’s request, in another proceeding, for a disclaimer of jurisdiction. 

The second ground asserted by Columbian Fuel seems to consist of two points. 
The first of these appears to be that the Commission erred in making a finding, 
in the suspension order, that it has jurisdiction over Columbian Fuel without 
taking any evidence. The second of the two points seems to be that the Com- 
mission is bound by its 1940 decision in the Docket No. G—143 proceeding. As to 
the first point, Columbian Fuel has no cause for complaint. “. .. the order 
in question is in no proper sense a definitive order. It is a mere procedural 
step taken at the inception of and not upon the completion of the administrative 
process.” Humble Oil & Refining Co. v. Federal Power Commission (C. A. 5), 
236 F. 2d 819, 822, certiorari denied 352 U. S. 967. In Canadian River Gas Co. v. 
Federal Power Commission (C. A. 10), 110 F. 2d 350, rehearing denied 113 F. 2d 
1010, certiorari denied 311 U. S. 693, the Commission issued an order of investi- 
gation under Section 5 (a) of the Act, to determine if the rate of certain named 
companies were unjust and unreasonable. In such order, the Commission found 
that the companies were “natural-gas companies” within the meaning of the 
Act. 110 F. 2d at page 352. Holding that the order was not reviewable, the 
Court of Appeals said that it was not a “definitive order,” and that “it can 
only adversely affect the rights of” the companies ‘‘on the contingency of future 
administrative action.” 110 F. 2d at pages 352, 353. On rehearing, 113 F. 2d 
1010, 1011, the court pointed out that the Commission had “merely made a pre- 
liminary finding of jurisdiction,” and that “it has made no final order in the 
proceeding.” Here, likewise, the recital of jurisdiction over the Columbian Fuel 
sales in the order of suspension was “merely” “preliminary,” and Columbian 
Fuel is not adversely affected thereby. 
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The second point of Columbian Fuel’s second ground for terminating the 
proceeding is also without merit. The Staff correctly states in its brief, “it 
is clear that the 1940 order was erroneous on the basis of the subsequent 
Phillips case.” In prescribing rates to be charged in the future, the Com- 
mission is performing a legislative function; and res judicata and estoppel 
have no application. Arizona Grocery Co. v. Atchison, T. & 8S. F. Ry. Co., 284 
U. S. 370, 389; cf. Panhandle Eastern Pipe Line Co. v. Federal Power Commis- 
sion (C. A. 3), 236 F. 2d 289, 292; National Labor Relations Board vy. Baltimore 
Transit Co. (C. A. 4), 140 F. 2d 51, 54-55, and cases there cited. 

Columbian Fuel’s next contention—namely, that the Commission was without 
authority to suspend a price which was established pursuant to a contract 
executed prior to the enactment of the Act—is also not valid. It is well settled 
that contracts made prior to the adoption of the Natural Gas Act are subject 


to regulation under the Act. Mississippi River Fuel Corp. v. Federal Power 


Commission (C. A. 8), 121 F. 2d 159, 163. 

Although not set out in its motion as a ground for dismissal, Columbian 
Fuel in its brief makes the same point regarding the increased rate embodied 
in the 1955 supplement to its contract with United Fuel as constitutes one 
of the two grounds advanced by United Carbon for rescinding the order of 
suspension in Docket No. G-9572. Such point is that the increased rate is not 
a “change in rate,” but is a part of the initial filing; and not subject to sus- 
pension. The point has been disposed of in treating of United Carbon’s motion. 

The motion of Columbian Fuel, also, should be denied. 


STATEMENT OF PRELIMINARY FACTS 


By the United Carbon-Warfield contract, United Carbon sold to Warfield 
“all of the natural gas that may be produced by” United Carbon from certain 
tracts of land in Kentucky and West Virginia, comprising 83,629 acres. United 
Carbon owned the gas rights in this acreage in fee, or else held them under 
lease. The contract provides that it “shall continue in force so long as natural 
gas shall be produced from [said] lands by the Seller.” It has been observed 
that the contract contains a price redetermination provision; to wit, that after 
November 1, 1940, the price is to be fixed every five years by mutual agreement 
or arbitration. By subsequent amendments, additional acreage was brought 
within the scope of the contract. One hundred twenty-four thousand, five 
hundred nineteen acres of gas land, upon which there were 357 producing wells 
on January 1, 1956, are now committed to the contract. All of this acreage 
is in the eastern Kentucky Appalachian area, in the following counties: Floyd, 
Knott, Pike, Breathitt and Magoffin. 

Similarly, by the Piney-Warfield contract, Piney sold to Warfield “all of 
the natural gas that may be produced by Seller” from certain tracts of land 
in eastern Kentucky, aggregating 83,587 acres, in which the seller owned the 
leasehold gas rights. The contract provides that it “shall continue in force 
for a period of 20 years from and after November 1, 1931 and as long thereafter 
as natural gas is produced in marketable quantities from [said] lands by the 
Seller.” The contract, similarly to the United Carbon contract, contains a 
provision that “on November 1, 1940 and every five years thereafter the price 
shall be determined by agreement or arbitration.” Subsequent to 1931, addi- 
tional acreage was brought within the scope of the agreement. The lands now 
committed to the contract comprise 78,440 acres, located in Floyd, Knott and 
Pike Counties. On January 1, 1956, there were 273 producing wells on this 
acreage. 
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As previously mentioned, United Fuel is the successor to Warfield in each 
of the contracts ; and Columbian Fuel is the successor to Piney. 

The evidence adduced at the hearing shows that, in 1955, United Carbon 
sold 5,722,906 Mcf to United Fuel; and in the nine preceding years, annually 
sold to the latter company (or its predecessor) volumes within a range of 
1,000,000 Mcf greater or less than such quantity. Since 1945, Columbian Fuel 
has sold on the order of 5,000,000 Mcf annually under its contract with United 
Fuel. Throughout the lives of the contracts, the sellers have developed addi- 
tional reserves on their properties each year. Respecting United Carbon, of 
an estimated total of 223,471,134 Mcf of reserves developed as of December 31, 
1955, less than one-third, to wit, 76,806,603 Mcf, remain. Thus, and in recent 
years particularly, as testified to by a United Carbon witness, gas production 
“has not been adequate to replace the reserves of gas as it has been produced 
and delivered.” The record does not disclose corresponding figures respecting 
Columbian Fuel. However, it does appear from testimony and exhibits on the 
part of Columbian Fuel that in most of the years since 1949, Columbian Fuel 
reserve replacements have “lagged behind” sales. 

The proposed increased price of 26¢ per Mcf was agreed upon by the parties 
to the respective contracts, pursuant to the price redetermination clauses of the 
contracts, for the five-year period commencing November 1, 1955. 


JURISDICTION 


The record shows that United Carbon sells and delivers the gas which it sup- 
plies to United Fuel at 88 delivery points in the counties where the gas is pro- 
duced. One hundred thirteen miles of pipeline, ranging in size from 2’’ to 6’’, 
eonnect United Carbon’s 273 wells with these delivery points. Such pipelines, 


and appurtenances, belong to Barnes Transportation Co., Ine. The gas flows at 
well pressure through the Barnes pipelines. United Carbon states, correctly, 
in its brief that Barnes is “a completely controlled instrumentality of United 
Carbon.” Barnes is a wholly-owned subsidiary of United Carbon. The operation 
and maintenance of the pipelines are carried on by United Carbon personnel, and 
under United Carbon’s supervision and direction. 

Similarly, Columbian Fuel sells and delivers the gas which it supplies to United 
Fuel at 32 delivery points in the counties where the gas is produced. Columbian 
Fuel owns and operates some 160 miles of pipeline, of varying sizes, leading from 
its wells to these delivery points. Columbian Fuel also owns and operates com- 
pressors, which compress most of the gas which it delivers, and appurtenant 
facilities. The gas flows through the Columbian Fuel pipelines either at well 
pressure or as compressed by Columbian Fuel. 

At all but a few of the aforementioned delivery points, the United Carbon and 
Columbian Fuel gas (less compressor fuel and line losses) enters the pipeline 
system of United Fuel. At the rest of the delivery points, the gas enters the pipe- 
line system of Atlantic Seaboard Corp., an affiliate of United Fuel. The United 
Fuel and Atlantic Seaboard systems connect at points in Kentucky; and most of 
the United Carbon and Columbian Fuel gas which enters the United Fuel system 
flows from such system into that of Atlantic Seaboard. The pipeline system of 
Atlantic Seaboard extends from eastern Kentucky, across West Virginia, Virginia 
and Maryland, into Pennsylvania. The remainder of such gas enters a pipeline 
of United Fuel which extends into West Virginia. Most of the United Carbon and 
Columbian Fuel gas, intermingled with other gas, is transported in the systems 
of United Fuel and/or Atlantic Seaboard, and connecting gas utilities, to ultimate 
markets in Virginia, Maryland, the District of Columbia, Pennsylvania, West 
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Virginia and Ohio, where the gas is sold for ultimate consumption for domestic, 
commercial, industrial and other uses. 

The volumes of gas delivered by United Carbon and Columbian Fuel, as de- 
scribed above, move in a continuous and uninterrupted flow from the producing 
wells of United Carbon and Columbian Fuel through the connecting pipelines of 
Barnes, or the connecting pipelines and compressors of Columbian Fuel, into 
the pipeline systems of United Fuel and Atlantic Seaboard. The uninterrupted 
flow continues through such pipeline systems and the lines of connecting com- 
panies to the points of ultimate consumption in the States above mentioned and 
the District of Columbia. 

It has been seen that the sales of natural gas by United Carbon and Columbian 
Fuel to United Fuel are made as an established course of business. United 
Carbon and Columbian Fuel know that most of the natural gas which they deliver 
to United Fuel is destined to be, and is, transported by United Fuel and/or Atlan- 
tic Seaboard and connecting companies to the ultimate markets in the aforemen- 
tioned States and District. 

In the light of the facts above found, under settled law United Carbon and 
Columbian Fuel are “natural-gas companies” within the meaning of the Natural 
Gas Act; and their sales of natural gas to United Fuel are sales in interstate 
commerce for resale within the meaning of the Act, and are subject to the jurisdic- 
tion of the Commission. Phillips Petroleum Co. v. Wisconsin, supra, 347 U. 8. 
672, and cases cited at page 677. 


STAFF’S MOTION TO DISMISS 


The motion of the Staff for an order disallowing the increased rates proposed 
by the respective applicants and dismissing the proceedings, is made upon the 


5”) 


following grounds: (1) that applicants “have failed to show by competent 


evidence what are the just and reasonable rates for the sales of natural gas to 
United Fuel’; (2) that applicants “have failed to present competent evidence 
on which” “just and reasonable rates for such sales” can be determined; and 
(3) that applicants “have failed to sustain the statutory burden imposed upon 
them by Section 4 (e) of the Natural Gas Act to show that the proposed increased 
rates and charges are just and reasonable, either now, on the date they were 
filed, on the date . . . [when] they were suspended by the Commission, or at 
any other time from this date on.” 

Section 1.12 (d) of the Rules of Practice and Procedure applies to the motion. 
Such rule provides, inter alia, that 


. on motion made before or during a hearing, a ruling upon which would 
involve or constitute a final determination of the proceeding, shall be ruled upon 
by a presiding officer except as a part of either his initial or recommended 
decision submitted after the conclusion of the hearing, . . . 


Applicants contend that the increased rates proposed are just and reasonable 
for the reasons (1) that they are needed, and are not more than are needed, 
for the maintenance of present deliveries and gas supplies; and (2) that they 
are substantially below the “field price,” and the “commodity value,” of gas in 
the area involved. Applicants argue that the evidence justifies the making of 
findings to such effect. 


Need of Requested Increase for Maintenance of Deliveries and Gas Supplies 


Officials of United Carbon testified that “the major reason that more efforts 
have not been made to replace [United Carbon’s] production is that the revenue 
from gas sales at the existing price has not made the risks of exploration at- 
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tractive to the company”; and that 26¢ per Mcf “is the minimum price which 
will enable and encourage United Carbon to explore for and develop the gas 
reserves required to continue to supply” the volume of gas now delivered to 
United Fuel. An officer of Columbian Fuel testified that “it would not be profit- 
able for us to continue drilling and developing gas ... at a price less than 
26¢”’; and that if the price were less than that, “we would reluctantly cease to 
continue drilling and developing.” 

This testimony is insufficient to support the proposed rate increases. “General 
statements by expert witnesses to the effect that increased rates are needed or 
desirable as an incentive to continued exploration and development of gas 
supplies are not evidence that the [increased] rates are just and reasonable 

..” In re Union Oil Co. of California, supra, 16 F. P. C. at page 109. The 
increases are to be allowed on the ground of need for encouraging exploration 
only if the evidence meets the requirements of the rule laid down in City of 
Detroit, Michigan v. Federal Power Commission, supra, 230 F. 2d 810. 

In the City of Detroit case, a pipeline company, seeking a rate increase, as- 
signed as a reason for a field-price allowance for its own produced gas, “the need 
for encouraging exploration and development of gas resources.” The Court of 
Appeals, at page 817 of the opinion, held that, 


If the Commission contemplates increasing rates for the purpose of encour- 
aging exploration and development, . . . it must see to it that the increase is 
in fact needed, and is no more than is needed, for the purpose. 


And at pages 818 and 819: 


. when we refer to an “increase” we mean an increase in the rates above 
those which would result from use of the conventional rate-base method... . 
it is essential in such a case as this that [such method] be used as a basis of 
comparison. It has been repeatedly used by the Commission, and repeatedly 
approved by the courts, as a means of arriving at lawful—‘just and reason- 
able’—rates under the Act. Unless it is continued to be used at least as a 
point of departure, the whole experience under the Act is discarded and no 
anchor, as it were, is available by which to hold the terms “just and reason- 
able” to some recognizable meaning. 


In the Union Oil Co. proceeding, supra, 16 F. P. C. 100, 108-09, 110-11, the 
Commission held that the rule enunciated in the City of Detroit case was ap- 
plicable in an independent producer rate case. This holding has been followed 
in the following orders: In re Sun Oil Co., supra, 17 F. P. C. 174, 193-94; 
In re Associated Oil and Gas Co., 17 F. P. C. 199, 224-25; In re Crow Drilling 
Co., supra, 17 F. P. C. 226, 239-41; In re Forest Oil Corp., supra, order issued 
April 26,1957. 17F. P. C. 586. 

Here, the applicants have not made use of the “conventional rate-base method,” 
or, in other words, the cost method of regulation. Applicants do make show- 
ings which, at first blush, appear to be akin to the traditional cost-method 
approach. Exhibits introduced by them, the data in which are projected through 
the five-year period 1956-1960, purport to reflect the cost of maintaining their 
present deliveries to United Fuel and their present volumes of gas reserves. 

The United Carbon exhibits are premised upon the delivery and sale of 5,720,000 
Mcef in each of the years 1957, 1958 and 1959; and of 5,739,000 Mcf in each of the 
two leap years, 1956 and 1960. The exhibits show the revenues from these 
sales for each of the five years at the 26¢ per Mcf rate. Then they list, for each 
year of the five-year period, projected amounts for the following operating ex- 
penses and other claimed operating revenue deductions : “Field Expenses,” ‘‘Prop- 
erty Taxes,” “Insurance,” “Delay Rentals,” Royalties and Well Rentals,” “Admin- 
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istrative,” “Employee Benefits,” “Abandonment of Wells,” “Rate Case Expenses,” 
“Federal and State Income Taxes,” and “Cost of Maintaining Gas Reserves.” 
The latter estimate consists of both dry hole expense and drilling cost of pro- 
ductive wells. The United Carbon exhibits also set out a projected cost-of-service 
study covering the properties and operations of United Carbon’s subsidiary, 
Barnes Transportation Co., Inc. This study consists of a rate base, a return 
thereon, and the usual operating-revenue-deduction items, for each of the five 
years. The Barnes cost of service in each of the years is listed as a United 
Carbon operating expense. The total of the foregoing “expenses” in the respec- 
tive years is termed “Total Cost.” Except for the Barnes properties and opera- 
tions, the exhibits give no rate base and no depreciation and depletion expenses. 

In Exhibit 11-A, wherein the data are summarized, United Carbon comes out 
with the total “Cost per Mcf” of the projected operations as being 24.53¢ in 
1956, 25.02¢ in 1957, 25.55¢ in 1958, 25.93¢ in 1959 and 26.58¢ in 1960. In each 
of the years before 1960, the exhibit portrays a decreasing amount of “Net Cash” 
(“Revenue” minus “Total Cost’); and in 1960, shows a red figure for “Net 
Cash.” 

In Exhibit 11—A, the Federal income tax expense, as computed, is on the basis 
of retention by United Carbon of the benefit of the statutory income-tax deduc- 
tion for percentage depletion. Another exhibit introduced by United Carbon, 
Exhibit 21, shows the effect of retention by the company, in addition to the bene- 
fit of the statutory depletion, of a tax deduction for its intangible well-drilling. 
Otherwise, Exhibit 21 is the same as Exhibit 11-A. Exhibit 21 shows a “Cost 
per Mcf,” in the five respective years of the 1956-1960 period, of 28.30¢, 29.20¢, 
29.93¢, 30.53¢ and 31.39¢; and a minus figure for “Net Cash” in the respective 
years. 

The Columbian Fuel exhibits are based upon an annual delivery and sale of 
5,000,000 Mcf to United Fuel during the period 1956-1960. The annual revenues 
from these sales at 26¢ per Mcf are listed. Columbian Fuel shows no rate base 
and no depreciation and depletion expenses. The exhibits, however, list amounts, 
in each year of the projected five-year period, for the following operating ex- 
penses and other claimed operating revenue deductions: “Estimated Cost of Dry 
Holes,” “Estimated Net Cost of Abandoned Pipe Lines,” “Estimated Net Cost 
of Abandoned Wells,” “Field Operation and Taxes (except Income Taxes),” 
“Annual Lease Rentals,” “Cost of Surrendered Leases,” “Cost of Compressor 
Fuel,” “Administrative Charge and Overhead,” “Estimated Cost of New Wells,” 
“Estimated Cost of New Gathering Lines and Meters,” and “Estimated Cost of 
New Compressors or Additions.” The total of these items in the respective years 
is labeled “Total Operating Expense.” The result of Columbian Fuel’s presen- 
tation is an “Estimated Cost of Delivered Gas per Mcf” of 23.91¢ in 1956, 24.21¢ 
in 1957, 25.75¢ in 1958, 25.79¢ in 1959, and 26.03¢ in 1960. There is a decreasing 
excess in the estimated revenue over “Total Operating Expense” in each of the 
years up to 1960, when the excess becomes a minus figure. 

The presentation of each of the applicants, thus, has points of similarity to a 
showing in accordance with the cost method of regulation. But upon analysis, 
the presentations are far short of that required as a “point of departure,” in 
testing the need for a rate increase to encourage exploration and development, 
under the rule of the City of Detroit case. And, irrespective of this deficiency, 
the above-described evidence, on behalf of each applicant, is insufficient to justify 
a rate increase as reasonably necessary in order to encourage exploration and 
development or to maintain applicant’s gas supplies and gas deliveries. The 
analysis leading to these conclusions is as follows: 

In the first place, each applicant has failed to show investment costs, accrued 
depreciation and depletion, allowance for return, and depreciation and deple- 
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tion expense. Other omissions to follow the conventional cost method are 
treated of in connection with the ensuing points. The failure of each of the 
applicants to make a proper and adequate showing under the traditional cost- 
method approach to rate making causes the Examiner and the Commission to be 
in the dark as to the cost of service, and results in an untrue and distorted pic- 
ture of the cost of maintaining gas supplies and gas deliveries. 

In the second place, the applicants have charged to expense major items which, 
under the traditional rate-base method, should have been capitalized. For this 
reason alone, it would be improper to allow the rate increases. By far the 
largest of United Carbon’s claimed operating revenue deductions is one of the 
two items listed under the heading, “Cost of Maintaining Gas Reserves”; and 
consists of the cost of drilling 18 productive wells in each of the five years of 
the 1956-1960 period. United Carbon estimates this drilling cost in the respec- 
tive years as follows: $579,810, $608,795, $639,235, $671,200 and $704,760. This 
single item constitutes from 41% to 47% of United Carbon’s “Total Cost” in 
the respective years. Columbian Fuel estimates that it will drill 18 producing 
wells in each of the years 1956, 1958 and 1959; and 17 producing wells in each 
of the years 1957 and 1960. The Columbian Fuel estimated cost of new produc- 
tive wells is $446,000 in 1956, $460,000 in 1957, and $520,000 in each of the en- 
suing three years. Columbian Fuel’s estimate of the cost of new pipelines and 
meters in each of the five years is $70,000; and its estimate of the cost of new 
compressors or additions in each of the years, $6,000. These items—namely, 
new wells, new pipelines and meters, and new compressors or additions—com- 
prise from 44% to 46% of Columbian Fuel’s claimed “Total Operating Expense” 
in the respective years. 

If the applicants’ method were followed, the ratepayers would, under the 
guise of “expense,” be paying the entire cost of new productive wells in a single 
year; and, in the case of Columbian Fuel, would in a single year be paying the 
entire cost of new pipelines, compressors and appurtenant equipment as well. 
This is in the face of the fact that the evidence indisputably shows that almost 
all of the new wells will have a life expectancy of many years.’ Correspond- 
ingly, the new pipelines, compressors and appurtenances of Columbian Fuel will 
have a useful service life of many years. 

Under the traditional rate-base method, the cost of drilling productive welis is 
capitalized; also, the cost of pipeline, compression, and appurtenant facilities. 
In re Panhandle Eastern Pipe Line Co., Opinion No. 269, page 9. This is an 
application of the well-settled rule that, in fixing rates, amounts expended for 
additions to plant are not to be charged to operating expenses but are to be 
charged to plant. 


1The record discloses that over the period of time from prior to 1930 to date, United 
Carbon has drilled or acquired a total of 375 producing wells on the acreage committed 
to the United Fuel contract. Of these wells, 2 were disposed of, and only 16 have been 
abandoned. Permits have been obtained for the abandonment of 7 more. 

Osman DB. Swartz, general counsel for United Carbon from 1928 to 1956, testifying con- 
cerning the negotiation of the United Carbon-Warfield contract in 1930, said: 

The experience of both Mr. [Oscar] Nelson [Sr.] (president of United Carbon) and 
myself as producers of natural gas in the Appalachian region indicated a life expectancy 
in individual wells frequently extending to 30 years and occasionally to 50 years. At 
that time, . . . 31 producing wells had been completed [on the dedicated area]. Most of 
these wells are still producing to-day. . . . It is not unreasonable to suppose that wells 
drilled in 1960 will have a productive life comparable to those heretofore drilled. 

As to Columbian Fuel, the record shows that on December 31, 1931, the latter company 
bad 89 producing wells. It has been seen that on January 1, 1956, the number of pro- 
ducing wells was 279. The number of abandonments in the intervening years has been 
only 53. Ray B. Anderson, general manager of the Appalachian Oil and Gas Division of 
Columbian Fuel, testified that some of the company’s 273 wells now producing “were 
‘drilled as early probably as 1926 or 1927.” 








FEDERAL POWER COMMISSION 255 


In Illinois Central R. R. Co. v. Interstate Commerce Commission, 206 U. S. 441, 


462, the United States Supreme Court early held that in determining the reason- 
ableness of a railroad rate, 


. expenditures for additions to construction and equipment, as expenditures 
for original construction and equipment, should be reimbursed by all of the 
traffic they accommodate during the period of their duration, and that im- 
provements that will last many years should not be charged wholly against the 
revenue of a single year. 


The rule has been invoked by this Commission in holding that expenditures for 
pipeline rehabilitation are capital replacements and are not to be charged to 
eperating expenses. In re Mondakota Gas Co. v. Montana-Dakota Utilities Co., 
6 F. P. C. 50, 56. 

There are scores of state court and commission decisions where the rule has 
been applied. The following are illustrative cases, which, as quoted from, point 
up the injustice to the ratepayers which would otherwise ensue: 

State v. Seaboard Air Line Ry., 48 Fla. 129, 37 So. 314, 320—‘“. . . the cost 
of construction is not to be deducted from the earnings under the proposed rates 
in ascertaining if those rates are reasonable; for under such a rule the public 
would be compelled to pay for constructing the road without being entitled to its 
ownership.” Re Citizens’ Mutual Telephone Co. (Ill. Pub. Util. Comm.), P. U. R. 
1915C, 99, 103—“‘The subscribers of a telephone utility should not be required to 
contribute any amount, in the form of increased rates, or otherwise, toward in- 
ereasing the capitalization of the plant, since only the stockholders can share in 
the return on such increased capitalization.” Frontier Refining Co. v. Plains 
Pipe Line Co. (Wyo. Pub. Serv. Comm.), 88 P. U. R. (N. S.) 495, 5083—“. . . the 
defendant would . . . enjoy a return on capital already returned to it by its rate- 
payers.” COlarksburg Light & Heat Co. v. Public Service Comm., 84 W. Va. 638, 
100 S. E. 551, 557—“It appears that the petitioner, in order to keep up its supply of 
gas, and to exhaust its field, is constantly drilling new wells and laying new lines 
thereto, and it contends that the cost of these new lines should be allowed to it 
as an item of expense to be returned in the year in which made, instead of being 
added to its investment. . . . we think it would be manifestly unjust to charge 
consumers of gas in any one particular year the total cost of laying pipe lines 
which will be used to convey the gas from these wells during their entire life.” 
Re Montgomery Gas Co. (W. Vir. Pub. Serv. Comm.), P. U. R. 1917C, 924, 928; 
Re Clarksburg Light € Heat Co. (W. Vir. Pub. Serv. Comm.), P. U. R. 1928B, 290, 
325—cost of drilling new gas wells should be charged to gas well construction 
account instead of to operating expenses. Compare Louisiana R. R. Comm. v. 
Cumberland Teleph. & Teleg. Co., 212 U. S. 414, 424-25—“It certainly was not 
proper for the complainant to take the money, or any portion of it, which it re- 
ceived as a result of the rates under which it was operating, and so to use it, or 
any part of it, as to permit the company to add it to its capital account, upon 
which it was paying dividends to shareholders.” 

The attempt of applicants to charge to expense major items which should be 
capitalized, both renders the presentations valueless as cost studies, and compels 
the conclusion that rate increases upon the showings made would be unjust. 

In the third place, applicants’ showings are contrary to the traditional cost 
method of regulation, and are otherwise insufficient to justify rate increases, in 
that they are speculative, uncertain and conjectural. United Carbon estimates 
that, commencing in 1957, the drilling cost of productive wells will increase at 
the rate of 5% per year. There is some evidence in the case of a recent rise 
in the contract price for drilling, from $5.00 to $6.00 per foot, which the Examiner 
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accepts as sufficient evidence of a known increase in costs for the purpose of the 
motion. Also, expert witnesses testified that during the five-year projected 
period, there will necessarily be increases in the depth of new wells, and in- 
creased hardness in drilling. The Examiner, for the purpose of the motion, 
accepts this evidence as justifying in part the estimates of augmented cost of 
new wells. However, a large portion of the estimated increase in well-drilling 
cost during the period 1957-1960 is due to an additive factor of 5% per year in 
the cost of labor and materials. A United Carbon witness testified that such 
factor “is based on our past experience of the approximate increases per year 
in materials and labor.” This is the sole attempted justification for the assumed 
5% annual increase in labor and materials costs over such four-year period. 

It has been observed that Columbian Fuel estimates that, in 1957, the cost 
of its new wells will increase from $446,000 to $460,000; and, in each of the 
years 1958, 1959 and 1960, will be $520,000. These increases are partially justi- 
fied by the evidence above adverted to of an augmentation in the contract price 
for drilling, and of necessity for drilling wells to greater depths. But Columbian 
Fuel, as United Carbon, has added on increased costs of labor and materials 
employed in well drilling. The only basis assigned for the latter estimates 
is “expectation.” 

United Carbon’s operating expenses as projected for the years 1956-1960 are 
also augmented. The projection embodies estimates that the following items will 
increase, during the five-year period, as noted: “Field Expenses,” 5% per year; 
“Property Taxes,” 1% per year; “Insurance,” $50 per year; “Administrative,” 
$500 per year; “Abandonment of Wells,” 5% per year. United Carbon further 
estimates that the following operating expenses of Barnes will increase as 
indicated: “Labor and Supervisory,” 5% per year; “Property Taxes,” 1% per 
year; “Maintenance and Supplies,” 5% per year. No explanation of these esti- 
mated increases is given other than that the adjustments are “appropriate.” 

Regarding Columbian Fuel’s operating expenses, the expense actually incurred 
in 1955 for “Field Operation and Taxes (except Income Taxes)” was $454,030. 
Columbian Fuel estimates that this major item will grow to $480,000 in each of 
the years 1956 and 1957; to $495,000 in each of the years 1958 and 1959; and to 
$505,000 in 1960. Columbian Fuel’s actual “Administrative Charge and Over- 
head” expense in 1955 was $61,780. Columbian Fuel estimates that this item 
will be $62,000 in 1956; and during the ensuing four years, will increase pro 
gressively at the rate of $1,000 per year. The sole explanation which Columbian 
Fuel gives for these estimated advances is “expectation” that there will be 
increases in material and labor costs. While Columbian Fuel’s actual “Cost of 
Compressor Fuel,” in 1955, was $39,230, the company has increased this expense 
to $45,500 in each of the five years of the projected period. Such increase is 
arrived at by pricing the gas consumed at the rate which Columbian Fuel seeks 
of 26¢ per Mcf instead of at 2214¢. 

The insufficiency of the foregoing evidence to sustain a finding that the pro- 
posed rates are just and reasonable is settled by the rate case, In re Transcon- 
tinental Gas Pipe Line Corp., 11 F. P. C. 94. There, Transcontinental relied 
upon estimates of operating and maintenance expense arrived at by taking 
labor rates prevailing in December 1951 and adding 5% thereto, and by taking 
prevailing prices for materials in January 1952 and adding 10%. As to the 
labor rate increase, “a rising spiral of labor costs was given as the reason for 
the method used.” “Price trends according to the Bureau of Labor Statistics were 
cited in justification for the 10% increase in prices for materials ...” In dis- 
missing the proceeding for insufficiency of evidence and failure to maintain the 


burden of proof imposed by Section 4 (e) of the Act, the Commission said at 
page 106: 
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Estimates of cost thus computed have no reliability or probative value. 
They are based on speculation and conjecture. In determining future costs of 
maintenance and operations as a basis for utility rates, claimed costs must be 
bottomed on actual costs adjusted, where necessary, to reflect known changes. 
Only in this way can future costs, vital to the establishment of just and 
reasonable rates, be removed from the realm of speculation and conjecture. 


And at page 107: 


We do not make rates to reflect probable or possible changes in the future. 
Any variation from present known costs representing costs of service must be 
established as a reality free from speculation. The evidence in support of 
such claimed changes must have the same quality. 


The Commission then proceeds to cite numerous cases, from which it is clear 
that the principles of rate making above quoted are principles which are applied 
under the conventional cost method of regulation. 

In the fourth place, applicant United Carbon, instead of seeking an allowance, 
as an expense item, for its actual Federal income tax, seeks, as an expense, a 
tax allowance computed without the percentage depletion and intangible well- 
drilling deductions which it takes. This procedure is a departure from the tra- 
ditional rate-base method, under which a tax allowance is made in accordance 
with the actual payments. City of Detroit case, supra, 230 F. 2d at page 813. 
As the Staff says in its brief, “not only would” United Carbon “have the rate- 
payers provide the capital for well drilling,” but also would “deprive them of any 
resulting tax benefits.” 

In summarization, first, each of the applicants has failed to present a cost-of- 
service study under the rate-base, or cost, method of regulation. Second, in such 
showing as applicants have made, they have charged to expense major items 
which properly should have been capitalized. Third, the showing of applicants is 
speculative, uncertain and conjectural. And fourth, in the presentation of ap- 
plicant United Carbon, the Federal income tax benefits permitted by statute 
for percentage depletion and intangible well-drilling expense are not passed on 
to the ratepayer. For these reasons, the Examiner finds and concludes that 
(1) each of the applicants has failed to establish the “basis of comparison” which, 
under the rule laid down in the City of Detroit case, supra, is a prerequisite to a 
determination that the increase in rates sought is “no more than is needed” to 
encourage exploration and development of gas reserves; (2) there is insufficiency 
of evidence to sustain or support the contentions of applicants that the respective 
rate increases sought are needed by them, and are the minimum increases needed, 
for adequate exploratory and developmental operations, the maintenance of their 
present deliveries of gas to United Fuel, and the maintenance of their present 
volumes of gas reserves; (3) there is insufficiency of evidence from which it can 
be determined what rates applicants need, and what are the minimum rates 
which they need, to further exploration for and development of adequate gas 
reserves, and the maintenance of their present deliveries of gas to United Fuel; 
(4) applicants have otherwise failed to show that the proposed increased rates, 
or any portion of the respective increases sought, is just and reasonable. 


Factor of Proposed Rates Being Below “Field Price” and “Commodity Value” 


Applicants introduced evidence that, as put in their briefs, the proposed rates, 
“reached as a result of arm’s length bargaining,” are “substantially below the 
prices of gas of comparable volume and quality” in the “field” and “general area” 
wherein their gas is sold, and are “less than the fair field price” and the “fair 
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market value.” The evidence included a number of comparable contracts, the 
prices in which “after equating to equalize the effect of varying contract terms 
and conditions,” “substantially exceed” the applicants’ proposed rates. There 
is also evidence that “the prices of gas sold to industries in the unregulated 
market in the territory,” “negotiated at arm’s-length,” are “substantially higher” 
than applicants’ proposed rates. Applicants introduced further evidence that 
the price of gas at the proposed rates is “well below the prices of competitive 
fuels in the area,” taking into account, in the case of coal, “differences in cost 
of handling and operation and differences in fuel efficiency.” 

The Examiner accepts the foregoing evidence as true for the purpose of the 
motion. The evidence, however, is insufficient to sustain the burden of proving 
that a rate increase is just and reasonable. In re Union Oil Co., of California, 
supra, 16 F. P. C. 100, 107-09, 113; 17 F. P. C. 89, 90-91; In re Sun Oil Co., supra, 
17 F. P. C. 174, 193-95; In re Associated Oil and Gas Co., supra, 17 F. P. C. 199; 
224; In re Crow Drilling Co., supra, 17 F. P. C. 226, 240, 242; In re Forest Oil 
Corp., supra, order issued April 26, 1957; Natural Gas Pipeline Co. of America vy. 
Federal Power Commission (C. A. 7), 120 F. 2d 625, 633 (reversed on other 
grounds, 315 U. S. 575); Mississippi River Fuel Corp. v. Federal Power Com- 
mission, supra, 121 F. 2d 159, 164. 

For the reasons aforesaid, the Examiner finds and concludes that: (1) appli- 
cants have failed to sustain the burden upon them of proving that the proposed 
increased rates and charges either were on the date of the suspension, or are now, 
or will be, just and reasonable; (2) the respective increases sought are not, 
and no portion thereof is, justified; (3) the motion of the Staff to disallow the 
respective proposed increased rates and charges and to dismiss these proceedings 
should be granted; (4) each of the applicants should refund to those entitled 
thereto the excess of the amounts collected by it under the rates which were 
permitted to go into effect subject to refund, over the amounts which would 
have been charged had such increased rates not gone into effect, with interest 
at the rate of 6% per annum, as hereinafter ordered. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion, as provided in its Rules of Practice 
and Procedure, that: 

(A) United Carbon’s motion to rescind the order of suspension in Docket 
No. G-9572 and to terminate such proceeding be, and the same is, hereby denied. 

(B) Columbian Fuel’s motion to terminate Docket No. G—9573 be, and the 
same is, hereby denied. 

(C) The increased rates and charges proposed by United Carbon in Docket 
No. G—9572 be, and the same are, hereby disallowed. 

(D) The increased rates and charges proposed by Columbian Fuel in Docket 
No. G—9573 be, and the same are, hereby disallowed. 

(E) The staff motion to dismiss said proceedings and each of them be, and 
the same is, hereby granted. 

(F) The schedules of increased rates and charges which went into effect on 
April 1, 1956, under undertakings to assure the refund of excess charges—con- 
sisting of (a) Supplements Nos. 16 and 17 to United Carbon’s FPC Gas Rate 
Schedule No. 12, being the supplement dated September 29, 1955 to the United 
Carbon-United Fuel contract, and the notice of change bearing the same date; 
and (b) Supplements Nos. 11 and 12 to Columbian Fuel’s FPC Gas Rate Schedule 
No. 10, being the supplement dated September 27, 1955 to the Columbian Fuel- 
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United Fuel contract, and the notice of change dated September 29, 1955—be, 
and the same are, hereby cancelled. 

(G) The schedules of rates and charges contained in United Carbon’s FPC 
Gas Rate Schedule No. 12 and the supplements thereto and Columbian Fuel’s 
Gas Rate Schedule No. 10 and the supplements thereto which were in effect 
immediately prior to April 1, 1956, the operation and applicability of which 
have been held in abeyance (not cancelled) pending the outcome of these pro- 
ceedings, be, and the same are, hereby reinstated effective as to all sales and 
deliveries made on and after April 1, 1956, and shall remain in force and effect 
until further order of the Commission. 

(H) Within 45 days from the date of issuance of this order, each of the ap- 
plicants, United Carbon and Columbian Fuel, shall refund to United Fuel the 
difference between the amounts collected by it from United Fuel under the re- 
spective gas rate schedules referred to in paragraph (F) hereof, and the amounts 
which result from the application of the rates and charges referred to in 
paragraph (G) hereof to the volumes of gas purchased by United Fuel during 
the refund period, together with interest at the rate of 6% per annum from 
the respective dates of receipt of such excess amounts to the date of refund. 
Each of the applicants shall bear all costs incident to its refund. 

(I) Within 60 days from the date of issuance of this order, each of the 
applicants shall report to the Commission, in writing and under oath, the 
details of its calculations resulting in the refund ordered pursuant to paragraph 
(H) hereof, together with copies of a release from United Fuel respecting such 
refund. 

(J) Upon compliance by applicants with the provisions of paragraphs (H) 
and (1) hereof, these proceedings, and each of them, be terminated. 

HOWELL PURDUE, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE OHIO FUEL GAS COMPANY, DOCKET NO. G—2281 
ORDER GRANTING REHEARING 
(Issued February 19, 1958) 


On June 29, 1956, 15 F. P. C. 1623, the Commission issued its order in this 
docket, which, among other things, approved a contract demand form of rate 
to be applicable prospectively to the sales of natural gas by The Ohio Fuel 
Gas Company (Ohio Fuel), subject to the jurisdiction of the Commission, 
prescribed rates and charges to take effect as of the July 1956 billing month, 
and determined the rates and charges for the refund period of March 1, 1954, 
through the June 1956 billing month. 

On August 2, 1956, the Dayton Power and Light Company filed its application 
for rehearing of the order of June 29, 1956. This filing was rejected on 
August 7, 1956, as having been submitted beyond the 30-day period provided 
in Section 19 (a) of the Natural Gas Act. 

Subsequently, Dayton sought review of this rejection in the Court of Appeals 
for the District of Columbia Circuit. On December 12, 1957, that Court denied 
the Commission’s motion to dismiss the petition to review and remanded the 
case to the Commission “so that it may file, consider and rule upon Dayton’s 
application for rehearing, and may also make any additional findings and enter 
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any further order it may deem proper, in view of our Memphis and Lan- 
caster decisions.” * 

On January 13, 1958, the Court denied our petition for rehearing, and on 
January 17, 1958, we received the certified copy of the mandate from the Court. 
Accordingly, the period allowed to the Commission for consideration of Dayton’s 
application for rehearing (refiled on December 13, 1957) began to run from 
date of receipt of the mandate, i. e., January 17, 1958. 

As heretofore noted, the Court has remanded the case so that we “may also 
make any additional findings and enter any further order” we may deem proper 
in view of the same Court’s Memphis and Lancaster decisions. 

In the present posture, neither of those decisions has become final. We 
have petitioned the Court for rehearing in the Lancaster case, but as yet have 
received no determination thereon. In the Memphis case our petition for 
certiorari was granted by the United States Supreme Court on February 3, 1958. 

Under those circumstances, and in view of the time limitation within which 
we must act on the application for rehearing, it is our view that, to fully 
comply with the Court’s decision in this case, Dayton’s application should be 
granted to the extent that it seeks rehearing on our approval of the contract 
demand (CD) form of rate for sales of natural gas by Ohio Fuel in interstate 
commerce for resale. We hereby also reserve any action on Dayton’s request 
for reopening of the record. 

The Commission orders: 

The petition and application refiled by Dayton on December 13, 1957, in this 
matter, is granted to the extent that it applies for rehearing of our order issued 
June 29, 1956: Provided, however, That this order shall not be construed as 
a determination of Dayton’s request for reopening of the record, on which 
request action hereby is reserved. 
Commissioner Kline not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


HOLYOKE WATER POWER COMPANY, DOCKET NO. E-6744 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF FIRST MORTGAGE BONDS 


(Issued February 20, 1958) 


Holyoke Water Power Company (Applicant), incorporated under the laws 
of the State of Massachusetts with its principal place of business in Holyoke, 
Massachusetts, filed a supplemental application in the above-entitled matter on 
January 24, 1958, for authorization pursuant to Section 204 of the Federal 
Power Act to issue and sell a maximum of $3,000,000, principal amount, of First 
Mortgage Bonds, 5% Series due 1990, in addition to the $34,400,000, principal 
amount, of that series of Bonds which it was heretofore authorized to issue and 
sell by Commission order issued December 27, 1957, in the above docket, 18 
F. P. C. 821. 

In authorizing Applicant to issue and sell the $34,400,000, principal amount, 
of Bonds as permanent financing for a projected steam-electric generating 
station to be built by Applicant in Holyoke, Massachusetts, it was contemplated 
that Applicant would very shortly seek the additional authorization now re- 


*“Memphis Light, Gas and Water Division, et al. v. Federal Power Commission, No. 
13,666, decided by this Court November 21, 1957, 250 F. 2d 402; The City of Lancaster, 
Ohio v. Federal Power Commission, No. 13,552, decided this day, 252 F. 2d 631. 
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quested to meet possible excess costs of construction above estimated costs. 
At the time, Applicant advised the Commission, that certain prior approvals of 
its stockholders and the Commissioner of Corporations and Taxation of Massa- 
chusetts were necessary to its incurring an indebtedness in excess of $35,000,000. 
Evidence of Applicant’s receipt of such approvals is set forth in the supple- 
mental application. 

The proposed additional Bonds would be sold to the following institutional 
investors under the Bond purchase agreement providing for the sale of $34,- 
400,000, principal amount, of Bonds previously authorized : 


Aetna Life Insurance Company 

Connecticut General Life Insurance Company 

Massachusetts Mutual Life Insurance Company 

New England Mutual Life Insurance Company 

Phoenix Mutual Life Insurance Company 

The Connecticut Mutual Life Insurance Company 

State Mutual Life Assurance Company of America 

Guardian Life Insurance Company of America 

Home Life Insurance Company 

National Life Insurance Company 

Teachers Insurance and Annuity Association of America 
Berkshire Life Insurance Company 

Boston Mutual Life Insurance Company__--------------------- 
Monarch Life Insurance Company 

The Phoenix-Connecticut Retirement Income Trust. .---.------- 


Total 


If overrun construction costs make necessary the issuance of any of the addi- 
tional Bonds, Applicant proposes to meet 75% of any such amount of overrun 
through the issuance of the proposed Bonds and to meet the remaining 25% 
through the issuance of additional shares of its Capital Stock, par value $10 
per share. Applicant does not now seek authorization for the issuance of any 
such equity securities. 

Written notice of the application in the above-entitled matter filed April 18, 
1957, as amended at various times thereafter, was given to the Massachusetts 
Department of Public Utilities and to the Governor of that State, and by publi- 
eation in the Federal Register; all as more fully set forth in the Commission’s 
order issued December 27, 1957, in the above-entitled matter. 

The Commission finds: 

Good cause has been shown and it is necessary and appropriate for the pur- 
poses of the Federal Power Act that paragraph (A) of the aforementioned Com- 
mission order issued December 27, 1957, be modified as hereafter provided. 
The Commission orders: 


(A) Paragraph (A) of the Commission’s order issued December 27, 1957, in 


at, 


the above-entitled matter is amended to read as follows: 

(A) The proposed issuance and sale of $37,400,000, principal amount, of First 
Mortgage Bonds 5% Series due 1990, upon the terms and conditions and for the 
purposes set forth in the application as described above are hereby authorized 
subject to the provisions of this order. 

(B) All other terms and conditions as set forth in paragraphs (B), (C), 
(D), (2), (F) and (G) of the aforesaid Commission order issued December 
27, 1957 in the above-entitled matter shall remain in full force and effect. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 






































IOWA PUBLIC SERVICE 





COMPANY, DOCKET NO. E-6799 
ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 


(Issued February 20, 1958) 





Iowa Public Service Company (Applicant), incorporated under the laws of 
the State of Iowa and qualified to do business as a foreign corporation in the 
States of South Dakota and Nebraska, with its principal place of business in 
Sioux City, Iowa, filed an application on January 22, 1958, as supplemented 
January 31, 1958, and February 4, 1958, for an order pursuant to Section 204 of 
the Federal Power Act authorizing the issuance and sale at eompetitive bidding 
of $10,000,000, principal amount of First Mortgage Bonds, Series due 1988. 

Applicant proposes to issue the Bonds under its Mortgage and Deed of Trust, 
dated as of June 1, 1956, as heretofore supplemented, and as to be further sup- 
plemented by an Eighth Supplemental Indenture to be dated March 1, 1958. 

On or about February 24, 1958, Applicant proposes to invite sealed, written 
bids for the purchase of the proposed issuance by newspaper publication and 
by distribution of a Form of Bid, together with a statement of terms and condi- 
tions relating thereto and a form of purchase contract. 

All bids, whether from a single bidder or group of bidders, must be for the 
purchase of all the Bonds and must be submitted in duplicate on the Form of 
Bid furnished by Applicant. Each bid for the proposed issuance of Bonds must 
specify (1) the interest rate to be borne by the Bonds, which rate shall be a 
multiple of 4%4th of 1%; and (2) the price to be paid to Applicant for the Bonds, 
which price shall be not less than 97144% nor more than 102%% of the principal 
amount thereof, plus accrued interest on the Bonds from March 1, 1958, to the 
date of payment therefor and delivery thereof. 

Unless postponed, all bids for the proposed issuance of Bonds, whether from 
a single bidder or a group of bidders, must be presented to Applicant before 
11:30 A. M., New York Time, on March 3, 1958, at Room 3020, 61 Broadway, 
New York 6, New York. Unless Applicant shall reject all bids for the proposed 
issuance of securities (which it reserves the privilege to do) or shall exclude 
a bid or bids for reasons specified in the statement of terms and conditions, it 
will accept the bid for purchase of the Bonds which results in the lowest annual 
cost of money to it. Each bid for the proposed issuance must be accompanied by 
a certified or official bank check or checks, payable in New York Clearing House 
funds, in the aggregate amount of $250,000. 

Applicant states that the proceeds to be obtained from the proposed issuance 
of bonds will be utilized to (1) repay $900,000, aggregate principal amount of 
temporary bank loans now outstanding;* and (2) carry forward its current 
construction program which is estimated to require expenditures of approxi- 
mately $16,396,000 during the current year. Principal construction expenditures 
for 1958 include $7,586,000 for the completion of a 50,000 kw generating unit 
in Applicant’s Maynard Station at Waterloo, Iowa, which is expected to be 
available for service in December, 1958 ; $3,655,040 for additions to gas properties ; 
$2,538,938 for additional distribution line and substation facilities ; and $1,893,356 
for transmission line and substation additions. 










*By order issued December 23, 1957, 18 F. P. C. 818, In the Matter of Iowa Public 
Service Company, Docket No. E-—6786, the Commission authorized Applicant to issue 
$8,000,000, aggregate principal amount of Promissory Notes outstanding at any one time. 
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Written notice of the application has been given to the South Dakota Public 
Utilities Commission, the Nebraska State Railway Commission, and the State 
Corporation Commission of Iowa, and to the Governor of each of those States. 
Notice has also been given by publication in the Federal Register on January 
$1, 1958 (23 F. R. 665), stating that any person desiring to be heard or to 
make any protest with reference to the application should file a petition or 
protest on or before February 14, 1958, with the Federal Power Commission, 
Washington 25, D. C. No protest, petition or request to be heard in opposition 
to the granting of the application has been received. 

By order entered January 31, 1958, the Nebraska State Railway Commission 
approved the proposed transaction. 

The Commission finds: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Iowa. It owns and operates facilities, among others, (a) for the 
transmission and sale at wholesale of electric energy which is transmitted 
from the State of Iowa to the State of Nebraska, and (b) for the transmission 
of electric energy which is transmitted between the States of Iowa and South 
Dokata, all of which energy is consumed at points outside of the State in 
which it is generated. All of these facilities are in addition to and do not 
include facilities used for the generation of electric energy, facilities used 
in local distribution or only for the transmission of electric energy in intrastate 
commerce or facilities for the transmission of electric energy consumed wholly 
by the transmitter; and Applicant is, therefore, a public utility within the 
meaning of that term as used in Section 204 of the Act. 

(2) The proposed issuance and sale of Bonds, as described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission 
within the meaning of Section 204 (f) of the Act; and the proposed issuance 
of securities, therefore, is not exempt by virtue of that Section from the 
requirements of Section 204 of the Act. 

(4) The proposed issuance and sale of Bonds, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of Applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance by Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(5) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) The proposed issuance and sale of Bonds, upon the terms and conditions 
and for the purposes specified in the application, all as described above, are 
authorized subject to the provisions of this order. 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements and 
Section 34.2 (k) (4) of these Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegram as contemplated by Section 34.9 of the 
Regulations ; 
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(ii) The Commission shall have approved the price to be received by Applicant 
for the Bonds and the interest rate thereof, by a further order. 

(C) The authorization contained herein to issue Bonds shall expire unless 
the transaction thus authorized is consummated within 90 days from the date 
of issuance of this Order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of costs, or any matter what- 
soever which is now pending or may come before this Commission. 

(E) Nothing in this Order shall be construed to imply amy guarantee cr 
obligation on the part of the United States in respect to any securities to 
which this Order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, ET AL., DOCKET NOS, G—13252, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued February 20, 1958) 


On September 10, 1957, El Paso Natural Gas Company (El Paso) filed in Doc- 
ket No. G—13252 an application, pursuant to Section 7 (c) of the Natural Gas Act, 
for a certificate of public convenience and necessity authorizing the construction 
and operation of certain facilities by which an additional 16,500 Mcf per day of 
natural gas (14.9 psia) will be made available to its system by Phillips Petroleum 
Company (Phillips) at Phillips’ McElroy-Crane Plant, Crane County, Texas, 
and a new supply of 4,000 Mcf per day of natural gas (14.65 psia) will be made 
available by Cabot Carbon Company (Cabot) at Cabot’s King Plant, Lea County, 
New Mexico. 

The proposed facilities and their estimated costs are: 

McElroy-Crane Plant (Phillips) : 


(1) Additional 4,050 horsepower at compressor station 
(2) Purification and Dehydration Plant. 
(3) General Overhead and Contingencies 


King Plant (Cabot) : 
(1) 4,350 feet of 414 inch O. D. pipeline extending from the plant 
to El Paso’s 30-inch transmission line 
(2) Meter Station 
(3) General Overhead and Contingencies 


It appears that the additional volume to be obtained from Phillips and the new 
supply to be obtained from Cabot are presently being flared. The cost of the 
proposed facilities will be financed by El Paso from current working funds. 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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The purification and dehydration plant proposed by El Paso is necessary to 
prevent acceleration of processing plant corrosion due to higher acid content of 
the gas than that for which present equipment was designed. 

No new sales or service are contemplated by El Paso as a result of the installa- 
tion of the proposed facilities. The gas reserves to be made available at the 
plants of Phillips and Cabot appear to be reasonably adequate to support the 
proposed expenditure for facilities. El Paso will transport the gas received from 
Phillips and Cabot commingled with its other gas supplies for sale in other states. 

Temporary authority to construct and operate the facilities as proposed by El 
Paso in Docket No. G-13252 was granted on November 29, 1957. Temporary 
authority to sell gas as proposed in Docket No. G-13383 by Cabot, and as proposed 
by Phillips in Docket No. G-13655, was granted on November 29, 1957, and on 
January 21, 1958, respectively. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 4, 1958, respecting the matters involved in and the issues presented by 
the respective applications herein. No petitions to intervene or protests to the 
granting of the applications have been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30 (c) (1) of the 
Commission’s Rules of Practice and Procedure. 

The Commission finds: 

(1) Applicant, El Paso Natural Gas Company, a Delaware corporation having 
its principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of January 11, 1944, in Docket No. G—288 (4 FPC 486). 

(2) The facilities hereinbefore described, as more fully described in El Paso’s 
application in Docket No. G—13252, are proposed to be used in the transportation 
and sale of natural gas in interstate commerce for resale, subject to the jurisdic- 
tion of the Commission, as integral parts of El Paso’s existing pipeline system 
and the construction and operation thereof by El Paso are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

- * © > - - « 


(5) Applicants, El Paso, Phillips and Cabot, are able and willing properly to 
do the acts and to perform the services proposed and to conform to the provisions 
of the Natural Gas Act and the requirements, rules and regulations of the Com- 
mission thereunder. 

(6) The proposed construction and operation of the facilities by El Paso and 
the proposed sales of natural gas by Phillips and Cabot, together with the opera- 
tion of any facilities subject to the jurisdiction of the Commission necessary 
therefor, are required by the public convenience and necessity and certificates 
therefor should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to El Paso and to the 
exercise of the rights granted thereunder, and that the time within which con- 
struction of the facilities authorized by this order shall be completed and in 
actual operation should be fixed at three months from the date on which this 
order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and not 


1Silsses 


sss 
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having been denied by the Commission is granted pursuant to Section 1.30 (c) 
(1) of the Commission’s Rules of Practice and Procedure. 
The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate 
the facilities hereinbefore described, all as more fully described in its application 
in Docket No. G—13252 and the exhibits appended thereto, for the transportation 
and sale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 


a * * * * * . 


(C) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (c) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder, and 
the time within which the facilities of El Paso authorized herein shall be con- 
structed and placed in actual operation as provided by paragraph (b) aforesaid 
is hereby fixed at three months from the date on which this order issues. 

* * * ~ * * 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NO. 
G-13744 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued February 20, 1958) 


On November 18, 1957, Transcontinental Gas Pipe Line Corporation (Appli- 
cant) filed in Docket No. G—13744 an application, pursuant to Section 7 (c) of the 
Natural Gas Act, for a certificate of public convenience and necessity authorizing 
the construction and operation of an additional delivery point, including a meter 
station and appurtenant facilities, to serve an existing customer, Public Service 
Company of North Carolina, Inc. (Public Service) at a point on Applicant’s main 
line in Cleveland County, North Carolina, all as more fully set forth in the appli- 
cation. Supplemental information was filed on December 3 and 18, 1957. 

The proposed new delivery point is to enable Public Service to serve a new 
interruptible customer from existing allocations of natural gas previously author- 
ized to be delivered to Public Service by Applicant. The new interruptible cus- 
tomer is Foote Mineral Company. 

The estimated cost of the proposed delivery point and meter station is $14,000, 
which will be supplied from Applicant’s general funds with subsequent full 
reimbursement to be made by Public Service. 

Temporary authorization to construct and operate the facilities as proposed 
in this application was granted to Applicant on December 20, 1957. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 4, 1958, respecting the matters involved in and the issues presented 
by the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
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that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 

The Commission finds: 

(1) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware cor- 
poration having its principal place of business in Houston, Texas, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order issued April 28, 1950, in Docket No. G—1277 
(9 FPC 58). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation herein, are proposed to be used in the transportation and sale for resale 
of natural gas in interstate commerce, subject to the jurisdiction of the Com- 
mission, as integral parts of Applicant’s existing pipeline system and the con- 
struction and operation thereof by Applicant are subject to the requirements of 
Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder, and that the time within which 
the construction of the facilities authorized herein shall be completed and in 
actual operation should be fixed at 3 months from the date on which this 
order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of the Commission’s Rules of Practice and Procedure. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Transcontinental Gas Pipe Line Corporation to con- 
struct and operate the facilities hereinbefore described, all as more fully de- 
scribed in its application in this proceeding and the exhibits appended thereto, 
as supplemented, for the transportation and sale of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (e) (4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (A) hereof and to the exercise of the rights granted thereunder, 
and the time within which the construction of the facilities authorized herein 
shall be completed and in actual operation shall be fixed at 3 months from the 
date on which this order issues. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G-2306; 
MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NOS. G-2327 
AND G-9850; NORTHERN NATURAL GAS COMPANY, DOCKET NOS. 
G-—2399, G-2460, G-4259, G-4260, G-4261 AND G—12241; EL PASO NATURAL 
GAS COMPANY, DOCKET NO. G-12135; PERMIAN BASIN PIPELINE 
COMPANY, DOCKET NO. G—12242; IRON RANGES NATURAL GAS COM- 
PANY, DOCKET NOS. G-—9648, G-12223 AND G-12217; MIDWESTERN GAS 
TRANSMISSION COMPANY, DOCKET NOS. G—9451, G-9452 AND G—9453; 
TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NOS. G-9454 
AND G-11107; NATURAL GAS PIPELINE COMPANY OF AMERICA, 
DOCKET NO. G—9966 


ORDER DENYING APPLICATION FOR RECONSIDERATION AND OFFER OF PROOF 
(Issued February 21, 1958) 


On January 17, 1958, the Upper Peninsula Development Bureau, Industrial 
Division, the City of Escanaba, Michigan, and the Michigan Gas and Electric 
Company?’ filed in the above-entitled consolidated proceedings an “Application 
for Reconsideration and Offer of Proof’? requesting that the Commission re- 
consider its refusal to grant the Peninsula group leave to adduce direct evidence 
with respect to the extent and economic feasibility of the facilities which would 
be required to be constructed by the competing pipeline applicants, Michigan 
Wisconsin Pipe Line Company and Midwestern Gas Transmission Company, to 
render natural gas service to the Upper Peninsula of Michigan. 

To its application the Peninsula group appended six pages of testimony pre- 
pared to explain an attached exhibit consisting of a cover page entitled ‘“Eco- 
nomic Feasibility of Natural Gas Service to Markets in the Upper Peninsula of 
Michigan from Pipeline Company Supplier Viewpoint” and twenty-two pages 
comprised of a map, flow diagram and various schedules depicting markets, 
sales, costs, revenues, expenses and income. 

The ninth paragraph of the Peninsula group’s application states, “In the 
event that the Commission continues to refuse to permit Intervenors to adduce 
the attached testimony and exhibit, Intervenors offer to prove the facts set forth 
in the attached testimony and exhibit and request that such testimony and 
exhibit be permitted to stand as their offer of proof”. 

On the matter of admissibility of evidence, the Commission’s Rules of Practice 
and Procedure provide as follows: Section 1.26 (b) states, “The presiding 
officer . . . shall rule on the admissibility of all evidence, and shall otherwise 
control the reception of evidence so as to confine it to the issues in the pro- 
ceeding”. Section 1.27 (b) (4) provides that presiding officers shall have the 
authority “...To rule upon offers of proof and receive evidence... ”. 
Finally, Section 1.28 (b) states, “Any offer of proof made in connection with 
an objection taken to any ruling of the presiding officer rejecting or excluding 
proffered oral testimony shall consist of a statement of the substance of the 
evidence which counsel contends would be adduced by such testimony; and if 
the excluded evidence consists of evidence in documentary or written forms or 


1 Hereinafter referred to as ‘‘Peninsula group”. 
3 Hereinafter referred to as “application”. 
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of reference to documents or records, a copy of such evidence shall be marked 
for identification and shall constitute the offer of proof”. [Emphasis supplied.] * 

Considered, however, in its most favorable light, the offer of proof which the 
Peninsula group desires to submit would fail to meet the requirements delineated 
in our order issued in these proceedings on November 21, 1957, 18 F. P. C. 685. 
No attempt is made by the Peninsula group to show to what extent the mainline 
facilities proposed by Midwestern would have to be modified in the event Mid- 
western were to serve the Upper Peninsula, and the burden so to do rests on the 
Peninsula group. 

The Commission finds: 

(1) That portion of the application requesting reconsideration of the Com- 
mission’s refusal to permit the Peninsula group to adduce direct evidence is in 
legal effect an application for rehearing as provided in Section 19 of the Natural 
Gas Act. It asserts no new facts which were not fully considered by the Com- 
mission when it issued its order in these proceedings on January 2, 1958, 19 
F. P. C. 1, denying the Peninsula group’s motion for leave to adduce direct 
testimony. 

(2) That portion of the application requesting that the Commission treat the 
prepared testimony and exhibit attached to the application as an offer of proof 
is clearly a matter to be presented for decision to the examiner presiding over 
the consolidated proceedings, as is indicated by those sections of the Com- 
mission’s Rules of Practice and Procedure cited herein. 

The Commission orders: 

The “Application for Reconsideration and Offer of Proof” filed in these pro- 
ceedings on January 17, 1958, by the Upper Peninsula Development Bureau, 
City of Escanaba, Michigan, and Michigan Gas and Electric Company, is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Wililam R. Connole and Arthur Kline. 


THE ORANGE AND ROCKLAND ELECTRIC COMPANY, ROCKLAND 
LIGHT AND POWER COMPANY, ROCKLAND ELECTRIC COMPANY, 
ORANGE AND ROCKLAND ELECTRIC COMPANY OF NEW JERSEY, 
DOCKET NO. E-6792 


ORDER AUTHORIZING CONSOLIDATION AND MERGER OF FACILITIES, PURCHASE OF 
SECURITIES, AND ISSUANCE OF SECURITIES 


(Issued February 24, 1958) 


The Orange and Rockland Electric Company (Orange), Rockland Light and 
Power Company (Rockland Light), Rockland Electric Company (Rockland 
Electric), and Orange and Rockland Electric Company of New Jersey (Orange 
of New Jersey), on December 10, 1957, filed a joint application, as amended 
January 22, 1958, for an order, pursuant to Sections 203 and 204 of the Federal 
Power Act, authorizing (1) the consolidation of the facilities of Orange subject 
to the jurisdiction of the Commission with those of Rockland Light, and Rock- 
land Light to be the continuing corporation under the name of Orange and 
Rockland Utilities, Inc.; (2) the purchase by Rockland Electric of all the out- 
standing Common Stock of Orange of New Jersey; (3) the merger of the 


* As shown by the record counsel for the Peninsula group made an “offer of proof’ when 
the Presiding Examiner sustained objections to questions propounded to Midwestern’s 
witnesses concerning the matters which are the subjects of the present “offer of proof.” 
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facilities of Orange of New Jersey subject to the jurisdiction of the Commission 
with those of Rockland Electric; and (4) the issuance of short-term unsecured 
Promissory Notes by Rockland Electric and Orange of New Jersey, respectively. 

The proposed transactions involve two systems of public utilities, each having 
its major operation in contiguous territory in southern New York and each 
having a subsidiary operation in northern New Jersey. Orange, a New York 
corporation, with its principal place of business at Monroe, New York, is engaged 
in the transmission and distribution of electric energy in the southeasterly por- 
tion of Orange County and the northerly part of Rockland County, both in the 
State of New York. It purchases at wholesale nearly all of its energy require- 
ments from Central Hudson Gas and Electric Corporation. Orange of New 
Jersey, a New Jersey corporation, with its principal place of business also at 
Monroe, New York, is engaged in the transmission and distribution of electric 
energy in the northerly parts of Passaic and Sussex Counties, New Jersey. The 
Common Stock of Orange of New Jersey is held by four stockholders, who in turn 
hold 73 percent of the Common Stock of Orange. All of the energy requirements 
of Orange of New Jersey are supplied by Orange. 

Rockland Light, a New York corporation, with its principal place of business 
at Nyack, New York, is engaged in the generation, transmission and distribution 
of electric energy in nearly all of Rockland County, westerly portion of Orange 
County, and easterly portion of Sullivan County, all in the State of New York. 
It transmits across the State line all of the electric energy requirements of its 
wholly owned a subsidiary, Rockland Electric,’ a New Jersey corporation, en- 
gaged in the transmission, distribution and sale at wholesale of electric energy 
in the northern part of Bergen County and northwesterly part of Sussex 
County, New Jersey. Rockland Electric also has its principal place of business 
at Nyack, New York. 

The proposed transactions would result in (1) a consolidation of the New 
York operations into a single corporation, and (2) a merger of the New Jersey 
eperations into a single subsidiary corporation. 

The proposed consolidation of Orange with Rockland Light and the change 
in name of the latter company to Orange and Rockland Utilities, Inc. (Con- 
solidated Corporation) will be in accordance with a Consolidation Agreement, 
dated as of November 13, 1957, entered into by Orange and Rockland Light. 
All the assets and other debits of Orange will be acquired and recorded by 
Consolidated Corporation, and all the liabilities of Orange will be assumed and 
recorded by Consolidated Corporation. To effect the proposed consolidation, 
each of the outstanding 34,108 shares of Common Stock of Orange will be 
converted into 334 shares of Common Stock of Consolidated Corporation, and 
each of the outstanding 12,155 shares of Preferred Stock, 4%, $100 par value 
per share, of Orange (which is Orange’s only class of Preferred Stock out- 
standing) will be converted into one share of Cumulative Preferred Stock, 
Series D 4%, $100 par value per share, of Consolidated Corporation. Accord- 
ingly, Consolidated Corporation will issue not more than 127,905 shares of its 
previously authorized, but unissued, Common Stock, $10 par value per share, 
and not more than 12,155 shares of Series D Cumulative Preferred Stock, a 
new series. The ratio of this exchange of shares was arrived at by negotiation 
between the officers of Orange and of Rockland Light. All of the currently 
outstanding securities of Rockland Light will remain outstanding, without 
change, as securities of Consolidated Corporation.’ 


2 Rockland Light also supplies all the energy requirements to its other subsidiary, Pike 
County Light & Power Company, operating in Pennsylvania. 

2The proposed consolidation was approved by the stockholders of Orange on December 
11, 1957, and of Rockland Light on December 16, 1957. 
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The total of Capital Stock and Surplus of Consolidated Corporation will be 
equivalent to the combined Capital Stock and Surplus of Orange and of Rock- 
land Light after certain adjustments are made, including the following: (a) 
a debit of $767,480 to Orange’s Earned Surplus and a credit of the same amount 
to its Common Stock in order that the Capital Stock of Consolidated Corpo- 
ration will not exceed the sum of the Capital Stock of the constituent corpo- 
rations, Orange and Rockland Light;* (b) following the above-mentioned 
transfer from Surplus to Common Stock of $767,430 by Orange, with the re- 
sultant increase in its Common Stock from $511,620, representing 34,108 out- 
standing shares, stated value $15 per share, to $1,279,050, there will be a debit 
of said $1,279,050 to Orange’s Common Stock and a credit of the same amount 
to Consolidated Corporation’s Common Stock, this credit entry representing the 
127,905 shares of Common Stock, $10 par value per share, of Consolidated 
Corporation issued in exchange for Orange’s outstanding 34,108 shares of 
Common Stock; (c) a debit of $1,215,500 to Orange’s 4% Preferred Stock and 
a credit of the same amount to Consolidated Corporation’s Series D Cumulative 
Preferred Stock to record the exchange of the outstanding Preferred Stock of 
Orange for the Preferred Stock of Consolidated Corporation; and (d) a debit 
of $205,749 to Orange’s Earned Surplus and a credit of the same amount to 
Consolidated Corporation’s Earned Surplus to record the transfer of the balance 
of Orange’s Earned Surplus remaining after the above-mentioned debit of 
$767,430. 

The application states that the facilities of both Orange and Rockland Light 
involved in the proposed consolidation are recorded at original cost. The con- 
solidation will not result in the creation of an acquisition adjustment.‘ 


§ This adjustment is determined as follows: The par value of the Common Stock of Con- 
solidated Corporation will be $10 per share, so that the capital represented by 3% shares 
of Common Stock to be issued by Consolidated Corporation in exchange for one share of 
Common Stock of Orange upon consolidation will be $37.50. The capital represented by 
each share of the no par value Common Stock of Orange is $15.00 at present. Orange 
proposes to transfer from Surplus to Common Stock $22.50 (the difference between $37.50 
and $15.00) in respect of each of its 34,108 shares of Common Stock now outstanding or 
an aggregate of $767,430. 

4 The plant and reserve accounts of Orange and of Rockland Light before consolidation and of Consoli- 
dated Corporation after consolidation are stated in the application to be as follows: 


As of October 31, 1957 


Orange Rockland | Consolidated 
Light Corporation 








| 
Electric Plant: | | 
I iii iranian aisdaiieeanndemeniiiimn aden $6, 578,364 | $62, 224, 689 *$68, 803, 029 
‘ } 
| 


Construction Work in Progress-..--.-- . 217, 651 2, 124, 313 2, 341, 964 





















Held for Future Use___-.-....--.-. wil 8, 101 61, 181 69, 282 
SEI BES" vnc ntiecinneicssinnencne 184, 700 |-.--- a sr dal 184, 700 
SI I 5a tated capt cpmssidteatinneniaiinns 6,988,816 | 64,410,183 | ‘*71,398,975 
I io haritinceeinenices nie | 11,983, 980 | 11, 983, 980 
Common Plant 2, 515, 945 | 2, 515, 945 
Total Utility Plant...............- cits shaptthiieadnicivale | 6,988,816 | 78,910,108 | °85, 898,900 
Reserves: } oe tee oe 
Reserve for Depreciation—Electric................-- 2, 706, 453 9, 161, 372 11, 867, 825 
Reserve for Depreciation—Gas..--_..- oe 1, 779, 123 | 1, 779, 123 
Reserve for Depreciation—Common 533, 205 | 533, 205 
Reserve for Amortization of Acquisition Adjustment...-_| BIE Scciennivnsne 135, 959 




















NN I, ois sc tctissinisinttiabiibeecmaase 2, 842, 412 11, 473, 700 | 14, 316, 112 
PR ae 4, 146, 404 67, 436, 408 *71, 582, 788 


* After elimination of $24 organization expense of Orange. 
**Being amortized over a period of 15 years from 1950 pursuant to orders of this Commission and of 


Public Service Commission of State of New York. 
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According to the application, the facilities of Orange to be consolidated with 
those of Rockland Light include a 3,625 kilowatt steam generating plant for 
standby purposes and approximately 141 miles of transmission lines, of which 
about 132 miles are operated at 33,000 volts, 7 miles at 66,000 volts, and 1.4 
miles at 11,000 volts. Its distribution system serves approximately 18,349 
retail customers. The facilities of Rockland Light include five hydroelectric 
plants and two steam generating plants. The total net capability of the plants 
is 171,900 kilowatts. Rockland Light also owns 214 miles of transmission lines, 
of which 85 miles are operated at 69,000 volts and the balance at 33,000 volts, 
Rockland Light’s distribution system serves approximately 52,421 retail 
customers. Certain gas facilities are also owned and operated by Rockland 
Light. 

The proposed merger of Orange of New Jersey into Rockland Electric will be 
carried out in the following manner: 

(1) Promptly after the consummation of the consolidation of Orange with 
Rockland Light, Rockland Electric will purchase all the outstanding Common 
Stock of Orange of New Jersey for a total cash purchase price of $428,400 
(5,100 shares at $84 per share) from the four individual owners of such stock 
in accordance with an Agreement of Sale, dated as of November 7, 1957, between 
said owners and Rockland Electric. The purchase price of this stock was arrived 
at by negotiation between officers of Rockland Electric and the owners of the 
stock. 

(2) Immediately after the Common Stock of Orange of New Jersey is acquired 
by Rockland Electric, Orange of New Jersey will call for redemption all its 
outstanding 4% Preferred Stock, aggregating $162,200 par value. Such stock 
is redeemable at par plus accrued dividends on any dividend date. It is antici- 
pated that such redemption date will be April 1, 1958. 

(3) Immediately after the redemption of the Preferred Stock of Orange of 
New Jersey, Rockland Electric will merge Orange of New Jersey into itself. 

Rockland Blectric proposes to obtain the funds for the abovementioned pur- 
chase of all the outstanding Common Stock of Orange of New Jersey by the 
issuance of short-term unsecured Promissory Notes in the aggregate principal 
amount of $428,400. The proposed Notes will be issued not more than 15 days 
after Rockland Electric’s receipt of this Commission’s order authorizing said 
issuance and will mature 90 days from the date of issue. Each Note will bear 
interest at the prime rate in effect at the place and time of borrowing. The 
proposed Notes will be payable to the commercial banks from which Rockland 
Electric borrows the funds. Rockland Electric states that no finder’s fee or 
other fee is to be paid in connection with the proposed issuance of Notes and 
that the Notes will not be acquired by the lending banks for resale to the public. 

Orange of New Jersey proposes to obtain the funds for the above-mentioned 
redemption of all its outstanding 4% Preferred Stock by the issuance of short- 
term unsecured Promissory Notes in the aggregate principal amount of $162,200. 
The proposed Notes will be issued on or about March 31, 1958, provided, how- 
ever, that if the purchase by Rockland Electric of the Common Stock of Orange 
of New Jersey has not been consummated on or before March 21, 1958, then in 
such event the Notes will be issued on or about June 30, 1958, and will mature 
90 days from the date of issue. Each note will bear interest at the prime rate 
in effect at the place and time of borrowing. The proposed Notes will be pay- 
able to the commercial banks from which Orange of New Jersey borrows the 
funds. Orange of New Jersey states that no finder’s fee or other fee is to be 
paid in connection with the proposed issuance of Notes and that the Notes will 
not be acquired by the lending banks for resale to the public. 
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h All the assets and other debits of Orange of New Jersey will be acquired and 
,r recorded by Rockland Electric, and all the liabilities, including the short-term 
b Notes issued to obtain funds for redemption of the Preferred Stock, of Orange 
4 of New Jersey will be assumed and recorded by Rockland Electric. Net assets 
9 of $335,667 of Orange of New Jersey are to be acquired by Rockland Electric. 


This amount is $92,733 less than Rockland Blectric’s consideration of $428,400 


" for the Common Stock of Orange of New Jersey. Therefore, in recording the 

s, merger, an electric plant acquisition adjustment of $92,733 will be created on 

. + the books of Rockland Blectric, which proposes to eliminate the entire amount 

il { of such adjustment by a charge to Harned Surplus. 

d The facilities of Orange of New Jersey and of Rockland Electric involved in 

} the proposed merger are recorded at original cost.® 

e 4 According to the application, the facilities of Orange of New Jersey include 
about 11 miles of transmission lines operated at 33,000 volts. Its distribution 

h system serves approximately 5,785 retail customers. The facilities of Rockland 

2 Electric include about 22 miles of 33,000 volt transmission lines. Its distribution 

0 system serves approximately 19,602 retail customers. 

k The application recites that the proposed consolidation and proposed merger’ 

2 include all the operating facilities of all the parties to the transactions, indi- 

d cates that such facilities will be used for the same purposes after the con- 

e summation of the transactions as prior thereto, and states that neither the 
consolidation nor the merger will have any effect upon any contract for the 

i purchase, sale, or interchange of electric energy. 

: The territory served by Orange and Orange of New Jersey (Orange System) 

. lies between and is contiguous with that served by Rockland Light and Rockland 


Electric (Rockland System). The main 69 KV transmission line of Rockland 
Light crosses the territory of Orange and interconnections exist between the 34.5 
- KV systems of these two companies. Rockland Light also renders natural gas 
service in Orange’s area. Rockland Light has excess generating capacity which 
is sold to other utilities, including Central Hudson Gas and Electric Corporation, 
from which Orange purchases nearly all of its electric energy requirements under 
a contract expiring at the end of 1958. In view of these and other factors, the 
proposed consolidation and proposed merger, according to the application, will 
result in the following benefits: (1) transmission lines of Orange and of Rockland 
Light can be operated as a unified network so as to reduce power losses and result 
in greater economy and reliability of operation; (2) generating capacity of Con- 
solidated Corporation will be sufficient to meet the requirements of both the 
Orange and Rockland Systems, thereby eliminating the expense of purchasing 
1 power; (3) accounting and commercial operations can be combined so to effect 


wert’? —_ wae = Ww 





: § The plant and reserve accounts of Rockland Electric and of Orange of New Jersey before the merger and 
of Rockland Electric after the merger are stated in the application to be as follows: 





As of October 31, 1957 


’ Before Merger | After Merger 


| 








Rockland Orange of | Rockland 
Electric New Jersey Electric 
| 
Electric Plant: 

III 0 ntl. eennntinnadeesammants $6, 763,398 | $1,417,308 | $8, 180, 706 
Construction Work in Progress................--.-.- 809, 346 | 17,817 | 827, 163 
I I TI iin tik insists cnninliisipemelaoninninibiien 7, 572, 744 | 1, 435, 125 | 9, 007, 869 
Reserve for Depreciation 816, 543 | 359, 919 | 1, 176, 462 





Electric Plant Less Reserve............--.-------------- | 6, 756, 201 1, 075, 206 7, 831, 407 
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economies; (4) service to customers can be improved through more effective 
personnel work; (5) over-all rate structures of the two Systems, being similar, 
can be combined and made uniform without a great change in aggregate net reve- 
nues either over-all or within each separate service classification, and analyses 
are being made to determine how the rates can become uniform with the least 
customer effect; (6) street lighting rates of the Rockland System will benefit 
municipalities in the Orange System’s territory; and (7) funds for financing the 
expansion of facilities necessitated by the residential, commercial, and industrial 
growth of the territories served can be obtained on more favorable terms. 

Written notice of the application has been given to the Public Service Com- 
mission of the State of New York, the Board of Public Utility Commissioners of 
New Jersey, and the Public Utility Commission of Pennsylvania, and to the 
Governor of each of those States. Notice of the application was also published 
in the Federal Register on December 25, 1957 (22 F. R. 10706-10707), stating that 
any person desiring to be heard or to make any protest with reference to said 
application should on or before January 15, 1958, file with the Federal Power 
Commission, Washington 25, D. C., petitions or protests. No petition or protest 
or request to be heard in opposition to the granting of the application has been 
received. 

The Public Service Commission of the State of New York, by order dated Jan- 
uary 28, 1958, approved the proposed consolidation of Orange into Rockland Light 
in the manner as described above, and the Board of Public Utility Commissioners 
of the State of New Jersey, by certificate dated February 13, 1958, approved the 
proposed merger of Orange of New Jersey into Rockland Electric in the manner 
as described above. 

The Commission finds: 

(1) Orange, a New York corporation, owns and operates facilities for the trans- 
mission and sale at wholesale for resale of electric energy generated in New York 
State and consumed outside the State in which it is generated, all of which facili- 
ties are in addition to and do not include facilities used for the generation of 
electrie energy or facilities used in local distribution or only for the transmission 
of electric energy in intrastate commerce, or facilities for the transmission of 
electric energy consumed wholly by the transmitter, and Orange is, therefore, a 
publie utility within the meaning of that term as used in Section 201 of the 
Federal Power Act. 

(2) Rockland Light, a New York corporation, owns and operates facilities for 
the transmission and sale at wholesale for resale of electric energy generated in 
New York State and consumed outside the State in which it is generated, al! of 
which facilities are in addition to and do not include facilities used for the gener- 
ation of electric energy or facilities used in local distribution or only for the 
transmission of electric energy in intrastate commerce, or facilities for the trans- 
mission of electric energy consumed wholly by the transmitter, and Rockland 
Light is, therefore, a public utility within the meaning of that term as used in 
Section 201 of the Federal Power Act. 

(3) Rockland Electric, a New Jersey corporation, owns and operates facilities 
for the transmission and sale at wholesale for resale of electric energy generated 
in New York State and consumed outside the State in which it is generated, all 
of which facilities are in addition to and do not include facilities used for the 
generation of electric energy or facilities used in local distribution or only for the 
transmission of electric energy in intrastate commerce, or facilities for the traus- 
mission of electric energy consumed wholly by the transmitter, and Rockland 
Electric is, therefore, a public utility within the meaning of that term as used in 
Section 201 of the Federal Power Act. 
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(4) Orange of New Jersey, a New Jersey corporation, owns and operates facili- 
ties for the transmission of electric energy generated in New York State and 
consumed outside the State in which it is generated, all of which facilities are in 
addition to and do not include facilities used for generation of electric energy or 
cousumed outside the State in which it is generated, all of which facilities are in 
in intrastate commerce, or facilities for the transmission of electric energy con- 
sumed wholly by the transmitter, and Orange of New Jersey is, therefore, a public 
utility within the meaning of that term as used in Section 201 of the Federal 
Power Act. 

(5) By the proposed transactions, as described above, (a) Rockland Light 
and Orange will consolidate their respective facilities subject to the jurisdiction 
of the Commission each with the other and therefore will merge or consolidate 
their respective facilities subject to the jurisdiction of the Commission with 
those of another person, (b) Rockland Blectric will purchase securities of 
Orange of New Jersey, another public utility, and (c) Rockland Electric and 
Orange of New Jersey will merge their respective facilities subject to the juris- 
diction of the Commission each with the other and therefore will merge or con- 
solidate their respective facilities subject to the jurisdiction of the Commission 
with those of another person, all within the meaning and subject to the require- 
ments of Section 203 of the Federal Power Act. 

(6) The proposed issuance of Promissory Notes by Rockland Electric and 
Orange of New Jersey, respectively, described above, will constitute an issuance 
of securities within the purview of Section 204 of the Federal Power Act. 

(7) The proposed issuance of Promissory Notes by Rockland Electric, de- 
scribed above, will be in excess of 5% of the par value of the other securities of 
Rockland Electric, and the proposed issuance of Promissory Notes by Orange of 
New Jersey, described above, will be in excess of 5% of the par value of the other 
securities of Orange of New Jersey, and, therefore, neither of the proposed 
issuances of Promissory Notes will be exempt by virtue of Section 204 (e) of the 
Federal Power Act from the requirements of Section 204 (a) of the Act. 

(8) Neither Rockland Electric nor Orange of New Jersey is organized and 
operating in a State under the laws of which their respective security issues 
here involved are regulated by a State commission within the meaning of Sec- 
tion 204 (f) of the Federal Power Act, and the proposed issuance of Promissory 
Notes by Rockland Electric and Orange of New Jersey, respectively, described 
above, is, therefore, not exempt by virtue of that Section from the requirements 
of Section 204 of the Act. 

(9) The proposed issuance of Promissory Notes by Rockland Electric and 
Orange of New Jersey, respectively, described above, will be exempt from the 
competitive bidding requirements of Section 34.la of the Commission’s Regula- 
tions under the Federal Power Act by reason of Section 34.la (a) (2) thereof. 

(10) The proposed consolidation of facilities, purchase of securities, and 
merger of facilities, all as recited above, upon the terms and conditions set forth 
in the application and subject to the provisions of this order will be consistent 
with the public interest as expressed in Section 203 of the Federal Power Act 
for the reasons set forth above. 

(11) The proposed issuance of Promissory Notes by Rockland Electric and 
Orange of New Jersey, respectively, as hereinafter authorized, will be for a 
lawful object, within the corporate purposes of Rockland Electrie and Orange 
of New Jersey, respectively, and compatible with the public interest, which is 
appropriate for and consistent with the proper performance by Rockland Elec- 
tric and Orange of New Jersey, respectively, of service as a public utility and 
which will not impair the ability of Rockland Electric or of Orange of New 
Jersey to perform that service, and is reasonably appropriate for such purposes. 
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(12) Neither Orange nor Rockland Light nor Rockland Electric or Orange 
of New Jersey is subject to a requirement of the Public Utility Holding Company 
Act of 1935 or of a rule, regulation, or order thereunder, which would exempt 
them, or any of them, pursuant to Section 318 of the Federal Power Act, from 
the requirements of Sections 203 or 204 thereof, as the case may be, with respect 
to any matter with which this order is concerned. 

The Commission orders: 

(A) The proposed (a) merger or consolidation by Rockland Light and Orange 
of their respective facilities subject to the jurisdiction of the Commission each 
with the other, (b) purchase of securities of Orange of New Jersey, another pub- 
lic utility, by Rockland Electric, (c) merger by Rockland Electric and Orange 
of New Jersey of their respective facilities subject to the jurisdiction of the 
Commission each with the other, and (d) issuance of Promissory Notes by Rock- 
land Electric and Orange of New Jersey, respectively, all as described above, 
are authorized and approved upon the terms and conditions and for the purposes 
set forth in the application, subject to the provisions of this order. 

(B) Orange, Rockland Light, Consolidated Corporation, Rockland Electric, 
and Orange of New Jersey shall record the proposed transactions and the facili- 
ties and properties described above as provided in the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees, and Rockland 
Electric shall dispose of the electric plant acquisition adjustment of $92,733 by 
a debit to Account 271, Earned Surplus. 

(C) This authorization shall expire unless the transactions herein authorized 
and approved are consummated within 180 days from the date of issuance of 
this order. 

(D) The foregoing authorization and approval is without prejudice to the 
authority of this Commission or any other regulatory body with respect to rates, 
service, accounts, valuations, estimates, or determinations of costs, or any other 
matter whatsoever now pending or which may come before this Commission or 
any other regulatory body, and nothing in this order shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or any 
valuation of property claimed or asserted. 

(E) Nothing in this order shall be construed to imply any guarantee or ob- 
ligation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NOS. G-—11797, G—12580 


ORDEB WAIVING INTERMEDIATE DECISION PROCEDURE 
AND SETTING DATE FOR ORAL ARGUMENT 


(Issued February 24, 1958) 


On February 17, 1958, at the conclusion of the hearing in the above-captioned 
proceedings, counsel for El Paso Natural Gas Company moved on the record 
that the intermediate decision procedure be waived as provided by Rule 1.30 
(c) of the Commission’s Rules of Practice and Procedure and as a part of 
such motion waived the opportunity for filing briefs but requested the oppor- 
tunity for oral argument before the Commission. 
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In support of such motion, El Paso’s counsel stated that El Paso’s gas pipe 
line bond purchase agreements will expire on March 31, 1958, and that in view 
of the decision of the United States Court of Appeals for the District of Columbia 
Circuit, in case No. 13,666, Memphis, Light and Water Division; City of Memphis, 
Tennessee; and Mississippi Valley Gas Company, Petitioners, v. Federal Power 
Commission, Respondent, et al., decided November 21, 1957, 250 F. 2d 402, El 
Paso does not believe that it can renew the bond purchase agreements or extend 
the date thereof, thus jeopardizing in part the financing of the projects covered 
by the applications filed in Docket Nos. G-11797 and G—12580 in the event action 
is not taken by the Commission on or before March 31, 1958. 

The motion was concurred in by Pacific Gas and Electric Company, Southern 
California Gas Company, Southern Counties Gas Company of California and 
Southern California Edison Company. San Diego Gas and Electric Company 
also supported the motion to waive the intermediate decision procedure insofar 
as it related to Docket No. G—11797, but opposed the motion with respect to 
omission in Docket No. G—12580. Staff counsel took no position either for or 
against the motion. 

It is not the Commission’s policy to waive intermediate decision procedure. 
However, by the terms of the agreement dated October 25, 1957, between El Paso 
and 36 institutional investors for the sale and purchase of $60,000,000 principal 
amount of El Paso’s first mortgage pipe line bonds, 558% series due 1975, which 
constitutes a substantial part of El Paso’s program for financing the construction 
involved in these proceedings, it is provided that the initial closing date for the 
sale and purchase of $29,181,000 principal amount of the bonds shall in no 
event be later than March 31, 1958. In view of the exigency created by the im- 
minence of the financing deadline and having in mind the desirability of reach- 
ing decisions on El Paso’s applications in Dockets G—-11797 and G—12580 before 
the deadline, the Commission considers that good cause has been shown for 
waiving the intermediate decision procedure and for allowing oral argument 
before the Commission. Moreover, the Commission is mindful of the fact that, 
after the hearing in this proceeding was first recessed on July 17, 1957, it was 
not resumed until January 28, 1958, at which time El Paso reopened its case- 
in-chief and introduced further direct evidence, and the hearing was not con- 
cluded until February 17, 1958. 

The waiver of the intermediate decision procedure in these cases shall not 
be considered as establishing a precedent for any future proceeding. 

The Commission finds: 

(1) The due and timely execution of the Commission’s functions imperatively 
and unavoidably requires the omission of the intermediate decision procedure. 

(2) Good cause has been shown for waiving the intermediate decision pro- 
cedure, and to provide for optional filing of briefs, and for allowing oral argu- 
ment before the Commission at the time hereinafter fixed. 

The Commission orders: 

(A) The intermediate decision procedure in the above entitled cases is hereby 
waived. 

(B) The filing of briefs is optional. Parties desiring to file briefs shall do 
do not later than March 6, 1958. 

(C) Oral argument before the Commission shall be held on March 7, 1958, 
at 10 a. m. (EST) in a hearing room of the Federal Power Commission, 441 
G Street, N. W., Washington, D. C. All parties desiring to participate in the 
oral argument shall inform the Secretary of the Commission in writing of the 
length of time desired for argument not later than March 3. 1958. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO, G-13721 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued February 24, 1958) 


On November 15, 1957, El Paso Natural Gas Company (Applicant) filed in 
Docket No. G-—13721 an application, pursuant to Section 7 (c) of the Natural 
Gas Act, for a certificate of public convenience and necessity authorizing the 
construction and operation of two main line taps on Applicant’s natural gas 
transmission system in Texas and New Mexico for the purpose of making sales 
and deliveries to two existing customers, Lea County Gas Company (Lea 
County) and Southern Union Gas Company (Southern Union), all as more fully 
set forth in the application. 

It appears that these two additional delivery points are required to enable the 
respective customers to make resales to one new customer each. 

The proposed facilities are: 

(1) A tap on Applicant’s 26-inch and 30-inch southern main line system in 
Culberson County, Texas, near its Guadalupe Compressor Station, for the Lea 
County sale; and 

(2) A tap on Applicant’s existing 30-inch Permian-San Juan main line in 
McKinley County, New Mexico, near Fort Wingate Military Reservation, for 
the Southern Union sale. 

‘The total estimated capital cost of the proposed facilities is $550, to be financed 
out of current working funds. 

The maximum requirements of the Lea County tap will be 4 Mcf. of natural 
gas per day and 150 Mcf. annually for use in a gasoline service station. The 
maximum requirements of the Southern Union tap will be 10 Mcf. per day and 
1,000 Mcf. annually for use in a lodge. 

The gas supply required for the sales proposed herein will not appreciably 
affect Applicant’s total system gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 11, 1958, respecting the matters involved in and the issues presented by 
the application herein. No petitions to intervene or protests to the granting of 
the application have been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of its Rules of Practice 
and Procedure. 

The Commission finds: 

(1) Applicant, El Paso Natural Gas Company, a Delaware corporation having 
its principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of January 11, 1944, in Docket No. G-288 (4 FPC 486). 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, are proposed to be used in the transportation and sale of 
natural gas in interstate commerce for resale, subject to the jurisdiction of the 
Commission, as integral parts of Applicant’s existing pipeline system; and the 
construction and operation thereof by Applicant are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant, El Paso Natural Gas Company, is able and willing properly 
to do the acts and to perform the services proposed and to conform to the pro- 
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visions of the Natural Gas Act and the requirements, rules and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (ce) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder, and that the time within which 
construction of the facilities authorized by this order shall be completed and in 
actual operation should be fixed at four months from the date on which this 
order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of the Commission’s Rules of Practice and Procedure. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing El Paso Natural Gas Company to construct and 
operate the facilities hereinbefore described, all as more fully described in its 
application in this proceeding and the exhibits appended thereto, for the trans- 
portation and sale of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (e) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at four months from the date on which this order issues. 


Before Commissioners : Frederick Stueck, Acting Chairman ; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


IDAHO POWER COMPANY, DOCKET NO. E-6734 


SUPPLEMENTAL ORDER AMENDING ORDER AUTHORIZING THE ISSUANCE OF 
PROMISSORY NOTES 


(Issued February 27, 1958) 


By order issued April 24, 1957, 17 F. P. C. 581, in the above-entitled matter, 
the Commission, pursuant to Section 204 of the Federal Power Act, authorized 
Idaho Power Company (Idaho Power) to issue up to $40,000,000, principal 
amount of Promissory Notes, upon terms and conditions as set forth in that 
order, which include, among others, those set forth in Idaho Power’s applica- 
tion filed March 11, 1957, requesting such authorization. The order, by its 
terms, provided that the transactions authorized therein be consummated on 
or before February 28, 1958. 
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On January 20, 1958, Idaho Power filed an amendment to that application, 
requesting that the period of authorization granted by the above-mentioned 
order be extended from February 28, 1958, to December 31, 1958. The amend- 
ment to the application states that construction expenditures during the first 
quarter of 1958 will require additional short-term borrowings after February 
28, 1958, and prior to the consummation of permanent financing. Idaho Power 
now has pending before this Commission an application filed on February 10, 
1958, In the Matter of Idaho Power Company, Docket No. E-6802, in which it 
requests authority to issue and sell at competitive bidding $10,000,000, principal 
amount of First Mortgage Bonds, and $10,000,000, principal amount of Sinking 
Fund Debentures. Information recently furnished in connection with that appli- 
cation indicates that estimated cash requirements for construction expenditures 
for 1958 exceed $48,000,000, and that the issuances of additional securities, 
consisting of $12,600,000, total amount of Common Stock, and of $15,000,000, 
principal amount of First Mortgage Bonds, are tentatively planned during 
September of this year. Such information also included an estimated debt 
ratio for each month of 1958 which disclosed that Idaho Power’s debt ratio 
in December of the current year is expected to be 61.21%, of which 6.90% 
would consist of short-term loan obligations. Idaho Power, however, contem- 
plates the attainment of an ultimate debt ratio of approximately 50% to 55% 
upon completion of its Snake River Project construction program.* 

Idaho Power does not request by its amendment any other change in the 
authorization heretofore granted in this matter. 

Written notice of the amendment to the application has been given to the 
Idaho Public Utilities Commission, the Oregon Public Utilities Commissioner, 
and the Public Service Commission of Nevada, and to the Governor of each of 
those States. Notice of the amendment to the application was also given by 
publication in the Federal Register on January 31, 1958 (23 F. R. 664), stating 
that any person desiring to be heard or to make any protest with reference to 
said amendment should file a petition or protest on or before February 14, 1958, 
with the Federal Power Commission, Washington 25, D.C. No protest or petition 
or request to be heard in opposition to the granting of such amendment has been 
received. 

The Commission finds: 

(1) Good cause has been shown and it is necessary and appropriate for the 
purposes of the Act, that Paragraphs (A) and (B) of the Commission’s order 
issued April 24, 1957, be modified as hereinafter provided. 

(2) The period of public notice given in this matter is reasonable. 

The Commission orders: 

(A) Paragraphs (A) and (B) of the Commission’s order issued April 24, 
1957, in the above-entitled docket are amended to read as follows: 

“(A) The proposed issuance of Promissory Notes, as proposed by Applicant, 
whether an original issue or renewal, upon the terms and conditions and for the 
purposes specified in the application as filed March 11, 1957, and as amended 
January 20, 1958, be, and the same hereby is authorized, subject to the pro- 
visions of this order. 

(B) This authorization shall expire unless the transactions authorized herein 
are consummated on or before December 31, 1958.” 

(B) All other terms and conditions, as set forth in Paragraphs (C) and 
(D) of the aforesaid Commission order issued April 24, 1957, shall remain in 
full force and effect. 


*Licensed under the Federal Power Act as Project No. 1971. 
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Before Commissioners: Frederick Stueck, Acting Chairman; William R. Con- 
nole and Arthur Kline. 


CALIFORNIA ELECTRIC POWER COMPANY, DOCKET NO. E-6796 
SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued February 27, 1958) 


The Commission, by order issued February 7, 1958, 19 F. P. C. 215, in the above- 
entitled matter, authorized California Electric Power Company (Applicant) 
to issue and sell through competitive bidding $12,000,000, principal amount, of 
First Mortgage Bonds, Series due 1988, subject, among others, to the provisions 
as set forth in paragraph (B) of that order as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the Fed- 
eral Power Act relating to compliance with the Commission’s competitive bidding 
requirements and Section 34.2 (k) (4) of the Regulations relating to affilia- 
tion, and shall have either filed such amendments or shall have mailed them 
and advised the Commission by telephone and. telegram as contemplated by 
Section 34.9 of the Regulations; 

(ii) The Commission, by further order, shall have approved the price to be 
received by Applicant for the proposed issuance of Bonds and the interest rate 
thereof. 

Applicant, on February 27, 1958, filed an amendment, pursuant to the re- 
quirements of the aforementioned Commission order, in which it states that 
it proposes to accept, as representing the lowest annual cost of money to it, the 
bid of White, Weld & Co. to purchase the proposed issuance of Bonds at the 
price of 100.559% of principal amount, with an interest rate of 444% per annum. 
The Commission finds: 

(1) Applicant has satisfactorily complied with the requirements concerning 
the issuance of Bonds contained in Paragraph (B) of the Commission’s order 
issued February 7, 1958, in the above docket, and under the bid it proposes to 
accept for the Bonds, the price to be received by Applicant therefor and the 
interest rate thereof are approved as reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance of service by Applicant as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

The Commission orders: 

(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions, and for the purposes specified in the application, as sup- 
plemented by the amendment referred to above, be and the same hereby are 
authorized subject only to the provisions of paragraphs (A), (C), (D) and (BE) 
of the Commission’s order issued February 7, 1958, in the above docket. 
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Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—13107 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued February 28, 1958) 


On August 21, 1957, El Paso Natural Gas Company (El Paso), filed an appli- 
cation for a certificate of public convenience and necessity authorizing the con- 
struction and operation of approximately 10.2 miles of 65% inch O. D. pipeline 
looping Applicant’s existing 4'4 inch Mesa line which extends easterly from Fl 
Paso’s twin 10%, inch Guadalupe lines to the City of Mesa No. 2 Meter Station, 
all in Maricopa County, Arizona, as more fully described in the application. El 
Paso proposes to sell and deliver additional gas to the City of Mesa through 
the proposed facilities. 

The City of Mesa, which retails the gas, is now served by two meter stations; 
No. 1 to the north, connected with a 2% inch pipeline and No. 2 to the south, 
connected with a 4% inch pipeline. These existing lines supplying Mesa are 
inadequate for the increasing volumes of gas which Applicant estimates it will 
sell in the next few years to the City of Mesa. The proposed loop would enable 
Applicant to deliver the estimated future demands of Mesa. 

The projected estimates of gas requirements supplied with the application are 
only for Mesa Station No. 2, which will be used for roughly 92 percent of the 
gas requirement of Mesa. The following are the estimates of annual and peak 
day requirements for the first three full years of operation of the proposed facil- 
ities made by consulting engineers for the City of Mesa, as shown in the 
application : 








| | 
Ist Year | 24 Year | 3d Year 
Annual (Mef)....--- si tenia anions Cp nes hele liaite tall oaiidaiiacttiee | 632, 232 | 666, 309 | 699, 683 
i atitkadtnacadccntdeceddécaccsuntscneabancondacsiinetnla | 5, 456 | 5, 750 | 6, 038 
| | 


El Paso will defray the estimated cost of $218,000 for the above facilities 
from current working funds which are considered ample to cover this relatively 
small outlay. The City of Mesa will expend $150,000 from the city budget for 
its facilities in the vicinity of Mesa Station No. 2. The relatively small volumes 
of gas involved should have no adverse effect on El] Paso’s reserves or its ability 
to serve other customers. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
February 19, 1958, respecting the matters involved in and the issues presented 
by the application. No petition to intervene in opposition or protest to the 
granting of the application has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and the Com- 
mission render a decision herein pursuant to Section 1.30 (c) (1) of the 
Commission’s Rules of Practice and Procedure. 

The Commission finds: 

(1) El Paso Natural Gas Company, a Delaware corporation, having its prin- 
cipal place of business in El Paso, Texas, is a “natural-gas company” within 
the meaning of the Natural Gas Act as hereinbefore found by the Commission 
in its order of January 11, 1944 in Docket No. G-288. 
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(2) The facilities hereinbefore described, as more fully described in the 
application in Docket No. G-13107, which are proposed to be constructed and 
operated by El Paso as an integral part of its existing natural gas system, 
will be used for the transportation and sale of natural gas in interstate com- 
merce for resale subject to the jurisdiction of the Commission, and therefore, 
said facilities are subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(3) The proposed construction and operation of facilities by El Paso, as 
hereinbefore described and as more fully set forth in the application, are re- 
quired by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) The construction and operation by El Paso of the facilities referred to 
in paragraph (2) hereof are or will be required by the present or future public 
convenience and necessity, and therefore, Applicant’s request for a certificate 
of public convenience and necessity should be granted and Applicant authorized 
.o perform the aforesaid acts, operations and service as hereinafter ordered 
and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (ec) (3), (ce) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act should 
attach to the issuance of the certificate to El Paso and to the exercise of the 
rights granted thereunder, and that the time within which construction of the 
facilities authorized by this order should be completed and said facilities 
should be placed in actual operation should be fixed at 6 months from the date 
va which this order issues. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Applicant as hereinafter conditioned authorizing the construction 
and operation of the facilities hereinbefore referred to and more fully described 
in the application filed in this proceeding. 

(B) The certificate issued in paragraph (A) hereof shall be accepted in 
writing and under oath by Applicant within 30 days from the date of issuance 
of this order. 

(C) There shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder, the general 
conditions applicable to certificates as set forth in subsections (b), (c) (3), (4) 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act. 

(D) The construction of the facilities by El Paso, as authorized in paragraph 
(A) shall be completed and placed in operation within 6 months from the date 
of issuance of this order. 





284 FEDERAL POWER COMMISSION 


Before Commissioners : Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, ET AL., DOCKET NO. G-13192, ET AL, 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 


(Issued February 28, 1958) 


United Gas Pipe Line Company (United), Trice Production Company (Trice), 
and Lyons & Logan, Operator, et al. (Lyons, et al.) filed applications for certifi- 
cates of public convenience and necessity, pursuant to Section 7 of the Natural 
Gas Act, authorizing the construction and operation of facilities necessary for 
receiving and transporting natural gas and authorizing the sale of natural gas, 
as hereinafter described, subject to the jurisdiction of the Commission, all as 
more fully represented in the respective applications. 

On August 30, 1957, United filed in Docket No. G—13192 an application for a 
certificate of public convenience and necessity authorizing the construction and 
operation of a purchase meter station and a separator installation, with appur- 
tenances, together with other facilities required from time to time to take addi- 
tional deliveries from the East Bell City Field Area in Calcasieu Parish, 
Louisiana. The proposed facilities will be located at a point on United’s existing 
12-inch Hayes Field Line where such line traverses the East Bell City Field 
Area. The proposed facilities will enable United to purchase and receive gas 
produced from said area by Lyons, et al., and Trice. The estimated cost of the 
proposed facilities is $18,662, which cost is to be financed from current working 
funds. 

* 2 > + * + ” 

The volumes of gas to be made available to United are reasonably adequate 
to warrant the construction of the facilities proposed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on February 20, 1958, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting of 
the applications. Staff counsel moved orally at the hearing that the intermedi- 
ate decision procedure be omitted and the Commission render a decision herein 
pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 

The Commission finds: 

(1) United, a Delaware corporation with its principal place of business at 
Shreveport, Louisiana, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

a + ok a ~ ~ * 

(3) The facilities hereinbefore described are proposed to be used by United 
in the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, as an integral part of its pipeline system 
and the construction and operation thereof by United are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

* oe * * * + 7 

(5) The construction and operation of the facilities proposed by United, and 
the sales of natural gas by Trice and Lyons, et al., together with the construc- 
tion and operation of any facilities subject to the jurisdiction of the Com- 
mission necessary therefor, are required by the public convenience and necessity, 
and certificates therefor should be issued as hereinafter ordered and conditioned. 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (b), (c) (3), (c) (4), and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of Prac- 
tice and Procedure, should attach to the issuance of the certificate to United, 
and to the exercise of the rights granted thereunder, and that the time within 
which construction of facilities authorized by this order should be completed and 
said facilities placed in actual operation should be fixed at six months from the 
date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not having 
been denied by the Commission is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing United to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, for 
the transportation of natural gas in interstate commerce as herein set forth, upon 
the terms and conditions of this order. 

* * * *~ * * o 

(C) The general terms and conditions set forth in paragraphs (b), (c) (3), 
(c) (4), and (e) of Section 157.20 of the Commission’s General Rules and Regu- 
lations, including Rules of Practice and Procedure, shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and to the exercise of the rights 
thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at six months from 
the date on which this order issues. 

(E) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath within 30 days from the issu- 
ance of this order. 

. + Ba © * * + 

(G) The certificates issued herein are not transferable and shall be effective 
only so long as the respective parties continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission. 


* * * * 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G-—13142 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued February 28, 1958) 


On August 26, 1957, United Gas Pipe Line Company (Applicant), a Delaware 
corporation, with its principal place of business at Shreveport, Louisiana, filed 
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an application, as supplemented on November 22, 1957, for a certificate of public 
convenience and necessity to construct and operate a 30-inch pipeline looping 
its presently existing pipeline running from near New Orleans in southeast 
Louisiana, to Mobile, Alabama, all as more fully described in the application. 

The proposed construction is divided into two categories, i. e., Phase I and 
Phase II. Phase I consists of two segments of 30-inch loop line, the first of 
which is 78.7 miles in length beginning at the north bank of the Mississippi River 
near New Orleans, paralleling the existing line and extending to a point in Han- 
cock County, Mississippi. The second segment of 30-inch loop line in Phase I 
is to begin at a point in Harrison County, Mississippi, and extend 38.0 miles 
easterly, again paralleling existing facilities to the existing Pascagoula-Moss 
Point tap in Jackson County, Mississippi. 

Phase I construction was planned to begin about October 1, 1957 and to be com- 
pleted about the end of February 1958. Phase II construction is expected to 
commence around July 1, 1958 and is scheduled for completion about October 
31, 1958. Phase II construction is composed of four segments of loops parallel- 
ing the southeast Louisiana-Mobile line at various locations for a distance of 86 
miles. 

Applicant states that the looping of its existing pipeline extending from 
southeast Louisiana to Mobile, Alabama, as proposed by this application, is 
necessary in order to enable Applicant to continue to supply the gas require- 
ments of applicant’s present customers located in the Mobile-Pensacola area 
and along the route of Applicant’s said existing pipeline. Applicant’s require- 
ments in the Mobile-Pensacola area of its Jackson District have grown and are 
expected to grow to a point where the existing facilities and gas reserves serv- 
ing that area are incapable of meeting the load. The greatest portion of the load 
in the area is served from Applicant’s Mississippi gas fields which supply the 
area through the Baxterville-Mobile and the Hattiesburg-Mobile pipelines. How- 
ever, Applicant indicates that the Mississippi fields have been rapidly depleted 
in the past few years. Furthermore, the loads along the existing New Orleans- 
Mobile Line have increased in recent years, leaving insufficient capacity available 
for the growing Mobile-Pensacola loads. 

Applicant indicates that the proposed facilities will reinforce its present 
system and enable Applicant to continue to supply the gas requirements of the 
Gulfport-Mobile-Pensacola area. In order to alleviate the limitations on the 
capacity of Applicant’s existing line and the decline in deliverability of the 
fields in Mississippi, Applicant proposes to loop the New Orleans-Mobile line so 
that the largest gas reserves on its system (in the New Orleans area) can be 
made available to the Mobile-Pensacola market. Applicant’s flow diagrams 
show that the existing Mobile-Pensacola line was able to deliver only 93,302 
Mcf on the peak day of January 17, 1957. The proposed loops will enable the 
delivery of an additional 308,396 Mcf per day from the southeast Louisiana 
area to the Mobile area. By the 1961-1962 winter the estimated peak day 
demand along the New Orleans-Mobile line is expected to reach 401,698 Mcf. 
In the 1958-1959 winter, the estimated demand on the line is 285,328 Mcf. 
This demand is expected to increase gradually to the 401,698 Mcf figure. It 
thus appears that Applicant needs the additional facilities to solve a critical 
supply problem in its Jackson, Mississippi area and enable United to serve its 
Mobile-Pensacola markets adequately. 

Applicant’s gas supply is reasonably adequate to justify the proposed 
investment. 

The estimated cost of the proposed facilities are: Phase I, $18,943,445. Phase 
II, $14,827,173, or a total cost for the entire proposal of $33,770,618. Applicant 
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states it will obtain the funds required for financing the proposal herein from 
its parent company, United Gas Corporation. The latter has advised Applicant 
that it will supply the necessary funds from retained earnings, depreciation and 
amortization, and, to the extent necessary, from the sale of securities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 20, 1958, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure, 

The Commission finds: 

(1) United Gas Pipe Line Company, a Delaware corporation, having its prin- 
cipal place of business in Shreveport, Louisiana, is a “natural-gas company” 
within the meaning of the Natural Gas Act as heretofore found by the 
Commission. 

(2) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation and sale of natural gas in interstate 
commerce, for resale, subject to the jurisdiction of the Commission, as an 
integral part of Applicant’s existing pipeline system, and the construction and 
operation thereof by Applicant, are subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ce) (3), (e) (4) and 
(e) of Section 157.20 of the Commission’s Regulations under the Natural Gas 
Act should attach to the certificate hereinafter issued and to the exercise of 
the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order shall be completed and in actual opera- 
tion should be fixed at 12 months from the date on which this order issues. 

(6) Staff counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30 (ce) (1) 
of the Commission’s Rules of Practice and Procedure having been satisfied, 
sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued to United Gas Pipe Line Company authorizing it to construct and operate 
the facilities described, all as more fully described in the application, for the 
transportation and sale of natural gas in interstate commerce for resale as 
therein set forth, subject to the jurisdiction of the Commission upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (a), (b), (ec) (1), (ec) (8), (ce) (4) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 
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(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is fixed at 
12 months from the date on which this order issues. 


Before Commissioners: Frederick Stueck, Acting Chairman ; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET NO. 
G-13237 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued February 28, 1958) 


On October 9, 1957, Transcontinental Gas Pipe Line Corporation (Applicant), 
a Delaware corporation, filed an application, pursuant to Section 7 of the 
Natural Gas Act for a certificate of public convenience and necessity authorizing 
the construction and operation of approximately 2,666 feet of 10-inch lateral 
line with appurtenant equipment extending in a southwesterly direction from a 
connection with Applicant’s Compressor Station 34, in Cleveland County, North 
Carolina, to a connection with Carolina Pipe Line Company (Carolina Pipe), 
in Cherokee County, South Carolina. In Docket No. G—10000, Applicant was 
authorized to sell and deliver gas to Carolina Pipe at a point on its main system 
in South Carolina just south of the state boundary line. Subsequent studies 
indicated that it would be preferable to deliver gas to Carolina Pipe from the 
discharge side of Compressor Station 34 in North Carolina in order to give 
Carolina Pipe the benefit of additional pressure expected to be needed in 
future years. 

On October 14, 1957, Applicant filed an amendment to its application, wherein 
the diameter of the requested lateral is proposed to be increased from 10 inches 
as originally applied for to 12 inches. 

The cost of the proposed facilities is estimated at $24,000. Applicant will 
finance the construction from funds on hand and will be reimbursed subsequently 
by Carolina Pipe for the full cost of the facilities. 

The gas supply of Applicant is adequate to justify the construction of the 
proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 18, 1958, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein, pursuant to Section 1.30 (c) (1) or (¢c) (2) of the Commission’s 
Rules of Practice and Procedure. 

The Commission finds: 

(1) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware cor- 
poration, having its principal place of business in Houston, Texas, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order of April 28, 1950, in Docket No. G—1277 
(9 FPC 32). 

(2) The natural gas facilities proposed to be constructed and operated by 
Applicant, hereinbefore described, are proposed to be used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as an integral part of Applicant’s existing pipeline system and the 
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operation thereof by Applicant is subject to the requirements of subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(3) The proposed construction and operation by Applicant of the facilities 
hereinbefore described are required by the public convenience and necessity and 
a certificate therefor should be issued. 

(4) Applicant herein is able and willing properly to do the acts and perform 
the service and to conform to the requirements, rules and regulations of the 
Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ec) (3), (ec) (4) and (e) 
of Section 157.20 of the Commission’s regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder. 

(6) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Applicant authorizing it to construct and operate the facilities 
hereinbefore described, all as more fully described in the application, for the 
transportation of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 

(B) The certificate issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath by Applicant within 30 days 
from the date of issuance of this order. 

(C) There shall attach to the issuance of the certificate granted herein, and 
to the exercise of the rights granted thereunder, the general terms and condi- 
tions set forth in paragraphs (b), (c) (3), (c) (4) and (e) of Section 157.20 of 
the Commission’s regulations under the Natural Gas Act. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (b) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act is hereby fixed at 
4 months from the date on which this order issues. 


Before Commissioners : Frederick Stueck, Acting Chairman ; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


PACIFIC POWER & LIGHT COMPANY, PROJECT NO. 859 
ORDER ACCEPTING SURRENDER OF LICENSE (TRANSMISSION LINE) 
(Issued February 28, 1958) 


Application was filed January 6, 1958, by Pacific Power & Light Company, 
licensee for transmission-line Project No. 859, for surrender of the license for 
the project pursuant to Section 6 of the Federal Power Act. 

The license for the project, which was issued to Mountain States Power 
Company on April 27, 1928, for a period of 50 years, waives the provisions of 
Section 8 of the Federal Power Act pertaining to the transfer of licenses, and 
the project has been under license to Pacific Power & Light Company effective 
as of May 21, 1954, by virtue of the merger of the two corporations. 
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The project consists of a 33,000-volt wood pole transmission line approximately 
85 miles long extending from Guernsey, Wyoming, hydroelectric power plant of 
the Bureau of Reclamation to a substation of the licensee at Parkerton, 
Wyoming, and occupies 1.85 miles of transmission-line right-of-way on lands of 
the United States. 

By letter dated June 18, 1954, the Commission informed the licensee that the 
line under license is not part of a project within the meaning of Section 8 (11) 
of the Federal Power Act, and, therefore, is not within the licensing authority 
of the Commission, and suggested that the licensee might wish to secure 
authority for the continued occupancy of the lands of the United States by the 
line from the Department of the Interior. 

Effective as of November 20, 1957, the licensee obtained authority from the 
Department of the Interior for the continued occupany by the project of lands 
of the United States and a charge has been paid to the Department of the 
Interior for the calendar year 1957. 

The annual charge under the license for the project has been paid through 
the calendar year 1956 and the licensee’s copy of the license instrument has 
been returned. 

The Commission finds: 

Acceptance of surrender of the license for the project is appropriate as here- 
inafter provided. 

The Commission orders: 

Surrender of the license for transmission-line Project No. 859 is accepted 
effective as of December 31, 1956. 



























Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 









PACIFIC POWER & LIGHT COMPANY, PROJECT NO. 933 
ORDER ACCEPTING SURRENDER OF LICENSE (TRANSMISSION LINE) 
(Issued February 28, 1958) 


Application was filed on January 6, 1958 by Pacific Power & Light Company, 
of Portland, Oregon, for surrender of license for transmission line Project No. 
933 affecting lands of the United States under the supervision of the Department 
of the Interior. 

The license for the line was issued on September 2, 1930 to Mountain States 
Power Company for a period of 50 years. However, as of May 21, 1954, Pacific, 
by merger, absorbed the properties, including the subject line, of Mountain 
States. The merger was approved by the Commission. Consequently, Pacific 
has filed the application for surrender on its own behalf as successor to Mountain 
States and on behalf of Mountain States, the licensee of record. 

The project works comprises a 33 KV transmission line 98.48 miles long, 
extending from Lovell to Thermopolis, Wyoming, of which about 49 miles are 
situated on lands of the United States. 

Pacific has obtained a right-of-way permit from the Bureau of Land Manage- 
ment for the occupancy of the Government lands. The annual charges under 
the license have been paid through December 31, 1956 and the license instrument 
has been returned. 
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The Commission finds: 

(1) The above-described line is not part of a project within the meaning of 
Section 3 (11) of the Federal Power Act and, therefore, is not within the licensing 
authority of the Commission. 

(2) Acceptance of surrender of the license for the line is appropriate as 
hereinafter provided. 

The Commission orders: 

Surrender of the license for transmission line Project No. 933 is accepted, 

effective as of December 31, 1956. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


PACIFIC POWER & LIGHT COMPANY, PROJECT NO. 949 
ORDER ACCEPTING SURRENDER OF LICENSE (TRANSMISSION LINE) 
(Issued February 28, 1958) 


Application was filed January 6, 1958, by Pacific Power & Light Company, of 
Portland, Oregon, for surrender of license for transmission line Project No. 949 
affecting lands of the United States under the supervision of the Department of 
the Interior. 

The license for the line was issued on November 14, 1929 to Oil Fields Power 
Company for a period of 50 years. By instrument executed April 26, 1932, the 
Commission approved transfer of the license for the line to Mountain States 
Power Company. 

However, as of May 21, 1954, Pacific, by merger, absorbed the properties, in- 
cluding the subject line, of Mountain States. The merger was approved by 
the Commission. Consequently, Pacific has filed the application for surrender 
on its behalf as successor to Mountain States and on behalf of Mountain States, 
the licensee of record. 

The project works comprises a wood-pole 33 kv. transmission line approxi- 
mately 20 miles long extending from a point in Section 30, T. 53 N., R. 101 W., 
to a point in Section 33, T. 51 N., R. 100 W., Sixth Principal Meridian, Wyoming, 
together with a number of branch lines, and traverses approximately 12 miles of 
lands of the United States. 

Pacific has obtained a right-of-way permit from the Bureau of Land Manage- 
ment of the Department of the Interior for the occupancy of the Government 
lands. The annual charges under the license have been paid through December 
31, 1956, and the license instrument has been returned. 

The Commission finds: 

(1) The above-described line is not part of a project within the meaning of 
Section 3 (11) of the Federal Power Act and, therefore, is not within the licensing 
authority of the Commission. 

(2) Acceptance of surrender of the license for the line is appropriate as here- 
inafter provided. 

The Commission orders: 

Surrender of the license for transmission line Project No. 949 is accepted, 

effective as of December 31, 1956. 
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Before Commissioners : Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 















IOWA PUBLIC SERVICE COMPANY, DOCKET NO. E-6799 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 


(Issued March 3, 1958) 





By order issued February 20, 1958, 19 F. P. C. 262, in the above-entitled matter, 
the Commission authorized Iowa Public Service Company (Applicant) to issue 
and sell through competitive bidding $10,000,000, principal amount of First 
Mortgage Bonds, Series due 1988, subject, among others, to the provisions as 
set forth in Paragraph (B) of that order as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding shall not 
be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the Fed- 
eral Power Act relating to compliance with competitive bidding requirements 
and Section 34.2 (k) (4) of these Regulations relating to affiliation, and shall 
have either filed such amendments or shall have mailed them and advised the 
Commission by telephone and telegram as contemplated by Section 34.9 of the 
Regulations; 

(ii) The Commission shall have approved the price to be received by Applicant 
for the Bonds and the interest rate thereof, by a further order. 

Applicant, on March 3, 1958, filed an amendment, pursuant to the require- 
ments of the aforementioned Commission order, in which it states that it pro- 
poses to accept, as representing the lowest annual cost of money to it, the bid 
of Halsey, Stuart & Co., Ine. to purchase the proposed issuance of Bonds at 
the price of 99.0199% of principal amount, with an interest rate of 44%4,% per 
annum. 



































The Commission finds: 





(1) Applicant has satisfactorily complied with the aforementioned require- 
ments of Paragraph (B) of the Commission’s order issued February 20, 1958, 
in the above docket, and under the bid it proposes to accept for the Bonds, the 
price to be received by Applicant therefor and the interest rate thereof are 
reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with the 
proper performance of service by Applicant as a public utility and which will 
not impair its ability to perform that service, and is reasonably appropriate for 
such purposes. 

The Commission orders: 


(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions, and for the purposes specified in the application, as hereto- 
fore supplemented, including the amendment referred to above, are authorized, 
subject only to the provisions of Paragraphs (A), (C), (D), and (E) of the 
Commission’s order issued February 20, 1958, in the above docket. 
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Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. 
Digby, William R. Connole and Arthur Kline. 


TEXAS GAS TRANSMISSION CORPORATION, DOCKET NO. G-13229 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 3, 1958) 


On September 6, 1957 Texas Gas Transmission Corporation (Texas Gas), a 
Delaware corporation, having its principal place of business in Owensboro, 
Kentucky, filed an application for a certificate of public convenience and neces- 
sity, pursuant to Section 7 of the Natural Gas Act, authorizing (1) redelivery 
of 539,968 Mcf of gas (at 14.73 psia) to Arkansas Louisiana Gas Company 
(Arkansas Louisiana), and (2) operation and maintenance of an existing 
interconnection between Texas Gas and Arkansas Louisiana, located at Arkansas 
Louisiana’s Sligo Gasoline Plant, Bossier Parish, Louisiana, as a permanent 
emergency exchange facility. 

The application states that the two 16-inch lines of Applicant’s Red River 
crossing near Lucas, Louisiana, failed in mid-June 1957, preventing Texas Gas 
from receiving substantial quantities of gas which it customarily buys from 
two Carthage Field, Panola County, Texas, gasoline plants, the Carthage Cor- 
poration and the Chicago Corporation, now the Champlin Oil & Refining 
Company. 

Through emergency exchange agreements, Texas Gas was able to make ex- 
changes of gas with Arkansas Louisiana Gas Company, Texas Eastern Trans- 
mission Corporation, Tennessee Gas Transmission Company and United Gas 
Pipe Line Company, thereby enabling Texas Gas to take minimum contract 
quantities of gas from the above-named plants. All exchanges of natural gas 
were completed prior to August 6, 1957, with the exception of 539,968 Mcf 
to be returned by Applicant to Arkansas Louisiana at the tailgate of the 
Carthage Corporation Plant beginning January 1958. 

The temporary exchange agreement between Texas Gas and Arkansas Louisi- 
ana, dated June 21, 1957 (filed by Texas Gas as its Rate Schedule X-9 on 
July 11, 1957), provides that (1) Arkansas Louisiana would deliver to Texas 
gas up to 35,000 Mcf per day at its Sligo Gasoline Plant, located east of the 
Red River, during the period of the emergency; (2) simultaneously with such 
delivery, Texas Gas would deliver 20,000 Mcf per day to Arkansas Louisiana 
at the tailgate of the Carthage Corporation Plant; and (3), upon notice from 
Arkansas Louisiana, Texas Gas would deliver 15,000 Mcf per day to Arkansas 
Louisiana at the Carthage Corporation Plant on consecutive days beginning in 
January 1958, until the accounts have been finally balanced. 

During the term of the emergency, Arkansas Louisiana delivered to Texas 
Gas a total of 1,320,062 Mcf at 14.73 psia, and Texas Gas delivered to Arkansas 
Louisiana a total of 780,094 Mcf at 14.73 psia. Deliveries ceased at the termi- 
nation of the emergency on August 5, 1957. 

Texas Gas now seeks authority to redeliver the remaining 539,968 Mcf of gas 
to Arkansas Louisiana, beginning on a date to be designated by Arkansas Louisi- 
ana in January 1958, and continuing for approximately 36 days, all in accord- 
ance with Texas Gas’ Rate Schedule X-9.* 


2The Commission’s emergency rule (Section 157.22) was invoked for these exchanges, 
but that rule may be used for only a single 60-day period. Since the proposed redelivery 
is beyond the 60-day period, Texas Gas filed the instant application. 
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It further agrees that in order to receive up to 35,000 Mcf per day from 
Arkansas Louisiana, as provided in the temporary exchange agreement filed as 
Texas Gas Rate Schedule X-9, Texas Gas installed a 6-inch side valve and tap 
on its 20-inch line near its Haughton Compressor Station, Bossier Parish, 
Louisiana, and 660 feet of 85% inch O. D. pipeline from suck side valve to a point 
in the yard of Arkansas Louisiana’s Sligo Gasoline Plant, also located in Bossier 
Parish, Louisiana. The facilities were installed under the emergency regula- 
tions and cost approximately $7,200. Texas Gas requests authority to operate 
and maintain these facilities as a permanent interconnection for emergency 
deliveries in the future. The application indicates that retention of such ex- 
change facilities will give both companies greater flexibility and reliability of 
operation and permit ready exchanges of natural gas in emergency periods. 
Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 18, 1958, respecting the matters involved in and the issues presented 
by the application. No petition to intervene in opposition or protest to the grant- 
ing of the application has been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and the Commis- 
sion render a decision pursuant to Section 1.30 (c) (1) of the Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Texas Gas Transmission Corporation, a Delaware corporation, having 
its principal place of business in Owensboro, Kentucky, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act as heretofore found by the 
Commission in its order of March 30, 1949, in Docket No. G-859. 

(2) The emergency exchange facilities proposed to be operated by Texas Gas, 
as hereinbefore described, and as more fully described in its application, are 
proposed to be used in the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission as an integral part of Texas Gas’ 
pipeline system and the operation thereof by Texas Gas is subject to the require- 
ments of subsections (c) and (e) of the Natural Gas Act. 

(3) The proposed operation of emergency exchange facilities by Texas Gas, 
as hereinbefore described, and as more fully set forth in the application, is 
required by the public convenience and necessity, and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(4) The proposed return of the balance of gas owing to Arkansas Louisiana 
by Texas Gas, resulting from the previous exchange of gas during the period of 
emergency, as described above, will be made in interstate commerce, subject to 
the jurisdiction of the Commission, and therefore, said return to Arkansas 
Louisiana of the remaining volume of gas by Texas Gas necessary to balance the 
exchange, and the operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor are subject to the requirements of subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(5) Texas Gas is able and willing to do the acts and perform the service pro- 
posed and to conform to the provisions of the Natural Gas Act, and the require- 
ments, rules and regulations of the Commission thereunder. 

(6) The operation by Texas Gas of the facilities referred to in paragraph (2) 
hereof and the redelivery of natural gas by Texas Gas to Arkansas Louisiana, 
referred to in paragraph (4) hereof, are or will be required by the present or 
future public convenience and necessity, and therefore, applicant’s request for 
a certificate of public convenience and necessity should be granted and applicant 
authorized to perform the aforesaid acts, operations and service as hereinafter 
ordered and conditioned. 
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(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in subsections (c) (3) and (e) of Section 157.20 of the Com- 
mission’s regulations under the Natural Gas Act should attach to the certificate 
hereinafter issued to Texas Gas and to the exercise of the rights granted there- 
under. 

(8) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted. pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby is 
issued authorizing Texas Gas Transmission Corporation to operate the facil- 
ities and to transport natural gas and redeliver 539,968 Mcf to Arkansas Louisi- 
ana, as hereinbefore described, all as more fully described in the application in 
this proceeding, upon the terms and conditions of this order. 

(B) The certificate issued in paragraph (A) hereof shall be deemed accepted 
and of full force and effect unless refused in writing and under oath by the 
recipient thereof within 30 days from the date of issuance of this order. 

(C) The general terms and conditions set forth in paragraphs (c) (3) 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act shall attach to the issuance of the certificate granted in paragraph (A) 
hereof and to the exercise of the rights granted thereunder. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. 
Digby, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G-13657 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued March 3, 1958) 


United Gas Pipe Line Company (Applicant), a Delaware corporation with 
its principal place of business in Shreveport, Louisiana, filed on November 6, 
1957, an application for a certificate of public convenience and necessity, pur- 
suant to Section 7 of the Natural Gas Act authorizing the continued operation 
of certain natural gas facilities, and the construction and operation of addi- 
tional facilities for the purpose of transporting natural gas in interstate com- 
merce and rendering a transportation service for Texas Eastern Transmission 
Corporation (Texas Eastern), all as more fully set forth in the application 
which is on file with the Commission. 

The Applicant proposes to utilize existing facilities consisting of an 8-inch 
and 10-inch line beginning at the Lone Star Producing Company’s Gasoline 
Plant and extending to Milepost 10.5 on Applicant’s 20-inch pipeline which ex- 
tends from Carthage to Longview, Texas, all in Panola County, Texas. In 
addition thereto Applicant proposes to construct and operate (1) a tap valve 
on its existing 8-inch and 10-inch pipeline, as described, at its intersection with 
Texas Hastern’s 20-inch pipeline and (2) a meter and control station at the 
intersection of its 8-inch and 10-inch line, as described and its 20-inch line 
extending from Carthage to Longview. The estimated capital cost of the pro- 
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posed facilities to Applicant is $7,437, and will be defrayed from current funds; 
and will be reimbursed by Texas Eastern. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
February 25, 1958, respecting the matters involved in and the issues presented 
by the application. No petitions to intervene or protests to the granting of 
the application have been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 


a decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicant, United Gas Pipe Line Company, a Delaware corporation 
having its principal place of business in Shreveport, Louisiana, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of January 20, 1942, in Docket No. G-216 
(3 F. P. C. 3). 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication herein, proposed to be continued in operation are used and those 
proposed to be constructed will be used in the transportation of natural gas 
in interstate commerce as an integral part of United’s existing pipeline system 
and the construction and operation thereof by United are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The continued operation and the construction and operation of the fa- 
cilities as proposed by United are required by the public convenience and neces- 
sity and a certificate therefor should be issued. 

(4) United is able and willing properly to do the acts and to continue the 
operations proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (ce) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to United, and to 
the exercise of the rights granted thereunder, and that the time within which 
construction of the facilities authorized by this order shall be completed and 
in actual operation, should be fixed at three months from the date on which 
this order issues. 

(6) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure, Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure, was unopposed by any party of record and, not 
having been denied by the Commission, is granted, pursuant to Section 1.30 
(ec) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing United Gas Pipe Line Company to continue to operate 
facilities and to construct and operate the facilities hereinbefore described, 
all as more fully described in its application in this proceeding and the exhibits 
appended thereto, for the transportation of natural gas as therein set forth, 
subject to the jurisdiction of the Commission, upon the terms and conditions 
of this order. 

(B) The certificate to United shall be accepted in writing and under oath 
by a responsible official of United, and the general terms and conditions set 
forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of Section 157.20 of 
the Commission’s Regulations under the Natural Gas Act shall attach to the 
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issuance of the certificate granted in paragraph (A) hereof and to the exercise 
of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized to United shall 
be constructed and placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at three months from the date on which this order issues. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. 
Digby, William R. Connole and Arthur Kline. 


PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE, DOCKET NO. IT-5927 


ORDER APPROVING AND DIRECTING ACCOUNTING ADJUSTMENT RESULTING IN THE 
DISPOSITION OF AMOUNT INCLUDED IN ACCOUNT 303, MISCELLANEOUS INTANGIBLE 
PLANT 


(Issued March 5, 1958) 


Public Service Company of New Hampshire (Public Service), incorporated 
under the laws of the State of New Hampshire, with its principal place of 
business in Manchester, New Hampshire, on January 18, 1958, requested ap- 
proval of an accounting adjustment resulting in the disposition of the amount 
of $49,677.15 included in its Account 303, Miscellaneous Intangible Plant, as of 
December 31, 1957, and representing the cost to Public Service of installing 
continuing property records. 

The proposed adjustment results from reclassification and original cost studies 
of electric plant which were filed by Public Service on June 1, 1939. Other 
adjustments resulting from those studies were also submitted for Commission 
approval by Public Service with the request that they be separately considered. 
The latter adjustments involving the disposition of amounts included in Public 
Service’s Accounts 100.5 and 107 are approved and directed by separate order 
in the above-entitled matter issued simultaneously herewith. 

Public Service proposes to dispose of this amount of $49,677.15 from Account 
303 as follows: 


| 
| Debit | Credit 


Account 537, Miscellaneous Amortization... .................-. coal |)” GG a eS z 
Account 251, Reserve for Amortization of Intangibles—Account 303. oat 49, 677.15 | $39, 500. 75 
Account 303, Miscellaneous Intangible Plant. -. ad 49, 677.15 





The Commission staff recommends Commission approval and direction of the 
above accounting adjustment with respect to Public Service’s Account 303, 
Miscellaneous Intangible Plant. 

The Public Utilities Commission of New Hampshire was advised by letter of 
this Commission, dated January 30, 1958, of the proposed accounting adjustment 
for which Public Service herein seeks approval. By letter dated February 3, 
1958, that Commission indicated no objection to the foregoing. 


The Commission finds: 
The proposed accounting adjustment resulting in the disposition of the amount 


of $49,677.15 included in Public Service’s Account 303 as of December 31, 1957, 


all as described above, is reasonable and appropriate for the purposes of the 
Federal Power Act. 
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The Commission orders: 


(A) The accounting adjustment referred to in the finding above is hereby 
approved and Public Service is hereby directed to complete the same. 

(B) Public Service shall submit within 30 days from the date of this order 
two certified copies of the accounting entries giving effect to the accounting 
adjustment herein approved and directed. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


PUBLIC SERVICE COMPANY OF NEW HAMPSHIRE, DOCKET NO. IT-5927 


ORDER APPROVING AND DIRECTING ACCOUNTING ADJUSTMENTS RESULTING IN THE 
DISPOSITION OF AMOUNTS INCLUDED IN ACCOUNT 100.5, ELECTRIC PLANT 
ACQUISITION ADJUSTMENTS AND ACCOUNT 107, ELECTRIC PLANT ADJUSTMENTS AND 
TERMINATING PROCEEDING 


(Issued March 5, 1958) 


Public Service Company of New Hampshire (Public Service) incorporated 
under the laws of the State of New Hampshire, with its principal place of busi- 
ness at Manchester, New Hampshire, by various submittals, the latest being 
January 24, 1958, requested approval of certain accounting adjustments result- 
ing in the disposition of the amounts of $1,207,422.51 and $66,977.60 included in 
its Account 100.5, Electric Plant Acquisition Adjustments, and Account 107, 
Electric Plan Adjustments, respectively, as of December 31, 1957. 

These amounts result mainly from reclassification and original cost studies by 
Public Service of its electric plant which were filed with the Commission on 
June 1, 1939, and the Commission Staff’s recommendations with respect thereto 
which were completed following a field examination of the Company’s records. 
In addition, the balance of Account 100.5 results in part from actual legitimate 
original cost studies by Public Service with respect to its Licensed Project 
Nos. 1913 (Hooksett) and 2140 (Garvin) and the Commission staff’s recom- 
mendations with respect thereto, all as heretofore discussed with representa- 
tives of Public Service. Public Service requests and the Commission staff recom- 
mends that the other aspects of the Commission’s determination of the actual 
legitimate original cost of the above Projects of Public Service be covered by 
separate orders subsequent hereto. 

Public Service proposes to write off the amount of $1,207,422.51 classified in 
Account 100.5 by charging (1) $26,174.10 to Account 252, Reserve for Amortiza- 
tion for Electric Plant Acquisition Adjustments; (2) $205,071.95 to Account 270, 
Capital Surplus and (3) $976,176.46 to Account 271, Earned Surplus. Public 
Service proposes to write off the amount of $66,977.60 classified in Account 107 
by the charging of a like amount to Account 258, Reserve for Electric Plant 
Adjustments. 

In addition to the proposed accounting adjustments, Public Service also 
requests that the Commission by separate order approve an additional pro- 
posed accounting adjustment for an amount of $49,677.15 included in its Account 
303, Miscellaneous Intangible Plant as of December 31, 1957, which also arises 
out of the Company’s reclassification and original cost studies and the Commis- 
sion staff’s recommendations with respect thereto. That approval is granted 
by a companion order issued simultaneously herewith in the above docket. 

The staff’s recommendations with respect to the reclassification and original 
cost studies submitted by Public Service were initially served upon the Com- 
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pany in the form of a joint report on these studies prepared in conjunction with 
the Public Utilities Commission of New Hampshire, together with the Commis- 
sion’s order issued in the above docket on November 21, 1944, directing Public 
Service to show cause why the recommendations there set forth should not be 
carried out by it. Subsequent thereto several conferences were held with repre- 
sentatives of Public Service and the Public Utilities Commission of New Hamp- 
shire wherein certain changes in that report were proposed and agreed to by 
this Commission’s staff subject to Commission approval. The accounting adjust- 
ments as proposed herein by Public Service reflect those changes and the 
Commission’s staff recommends that they be approved and directed by the 
Commission. 

The Public Utilities Commission of New Hampshire was advised by letter 
of this Commission dated February 14, 1958 of the proposed accounting adjust- 
ments for which Public Service herein seeks approval. By letter dated February 
19, 1958, that Commission indicated no objection to the foregoing. 

The Commission finds: 

(1) The proposed accounting adjustments resulting in the disposition of the 
amounts of $1,207,422.51 and $66,977.60, included, by Public Service in its Ac- 
counts 100.5 and 107, respectively, as of December 31, 1957, all as described 
above are reasonable and appropriate for the purposes of the Federal Power Act. 

(2) It is reasonable and appropriate for the purposes of the Federal] Power 
Act that the proceeding initiated by the aforementioned Commission order issued 
November 21, 1944, in the above docket be terminated as hereinafter provided. 
The Comission orders: 

(A) The accounting adjustments referred to in the finding above are hereby 
approved and Public Service is hereby directed to complete the same. 

(B) Public Service shall submit within 30 days from the issuance of this 
order two certified copies of the accounting entries giving effect to the account- 
ing adjustments herein approved and directed. 

(C) Except with respect to amounts associated with Public Service’s Licensed 
Project Nos. 1913 and 2140, and included by Public Service in its Account 100.5 
as of December 31, 1957, the disposition of which is approved and directed 
herein, this order is without prejudice in any respect to the Commission’s subse- 
quent determination of the actual legitimate original cost of each of those 
Projects. 

(D) The proceeding initiated by the aforementioned Commission order issued 
November 21, 1944, in the above docket hereby is terminated. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. 
Digby, William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-—12948 
ORDER DENYING PETITIONS FOR REHEARING 


(Issued March 6, 1958) 


Petitions for rehearing of our Opinion and Order Denying Motions To Dismiss 
(Formal Opinion No. 308) issued January 24, 1958, 19 F. P. C. 154, in the above 
proceeding have been filed as follows: 
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Petitioner Date of Filing 
People of the State of California and the Public Utilities 


Commission of said State February 19, 1958 
Pacific Gas and Electric Company February 21, 1958 
State of California February 24, 1958 
Southern California Gas Company and Southern Counties 

Gas Company of California February 24, 1958 


All of such petitions present aspects of the single contention, that the Com- 
mission should have applied in the present case the principles stated in the 
decision of the Court of Appeals for the District of Columbia in Memphis Light, 
Gas and Water Division, et al. v. Federal Power Commission, No. 13,666, 
November 21, 1957, 250 F. 2d 402. 

As is evident from the text of Opinion No. 308, we have fully considered and 
rejected, pending further judicial review, the application to the present case of 
the principles announced in the Memphis case. The controlling considerations 
of law and public policy which base our conclusions are adequately expressed 
in that opinion. 


The Commission finds: 


The petitions of the above-named petitioners for rehearing of our order issued 
January 24, 1958, in this proceeding, set forth no new facts and no principles 
of law which either were not fully considered by the Commission when it issued 
that order or which having now been considered warrant any change in or 
modification of such order. 


The Commission orders: 


The aforesaid petitions for rehearing of the Commission’s order issued 
January 24, 1958 are hereby denied. 


UNITED FUEL GAS COMPANY, DOCKET NO. G-—11060 
ORDER APPROVING SERVICE AGREEMENTS FOR LIMITED PERIOD 
(Issued March 7, 1958) * 

Syllabus 


1. The theory of a contract demand rate is that each customer must pay a de- 
mand charge based upon its part of the total delivery capability of the seller 
to which it is contractually entitled on any day in the year. P. 303. 

2. United Fuel’s use of its AOS rate schedule, designed for emergencies, to sell 
substantial quantities of gas during the summer to its two affiliates above 
their effective contract demands is an improper use of the AOS rate schedule 
and contrary to the Commission’s order requiring the use of the contract 
demand rate schedule. P. 303. 

3. Commission determines Ohio Fuel’s and Manufacturers’ contract demand for 
service by United Fuel for the years 1956 and 1957. P. 305. 

William Bazter and Richard F. Ober for the Baltimore Gas and Electric Co. 

Walter E. Beckjord and Richard H. Rheim for The Cincinnati Gas & Electric 
Co. and The Union Light, Heat & Power Co. 

W. F. Laird for The Ohio Fuel Gas Co. 


*Initial decision appears on p. 306. 
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Julian De Bruyn Kops and Roy D. Boucher for The Dayton Power and 
Light Co. 

James O. Watts, Jr., for the Commonwealth Natural Gas Corp. 

W. C. Hart, R. A. Rosan and T. A. Jones for the United Fuel Gas Co. 

William L. Howland for the Portsmouth Gas Co. 

W. Russell Gorman and Abraham R. Spalter for the staff of the Federal 
Power Commission. 

Before Commissioners: Frederick Stueck, Acting Chairman ; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 

This proceeding concerns the lawfulness of contract demand service agree- 
ments filed in June 1956 by United Fuel Gas Company (United Fuel) for service 
to The Ohio Fuel Gas Company (Ohio Fuel) and The Manufacturers Light and 
Heat Company (Manufacturers), affiliates in the Columbia Gas System, and the 
lawfulness of sales of gas by United Fuel to these two companies in excess of 
the contract demand quantities and billed under the “Authorized Overrun 
Service Rate Schedule” (AOS) at lower rates. The overrun sales in question 
were made during the summer months of 1956, so that the two customers could 
accumulate gas in their storage fields for use during the 1956-1957 winter peak 
period. This matter is now before us after oral argument upon exceptions to 
the decision of the presiding examiner issued July 12, 1957. 

On May 12, 1954, United Fuel had filed with the Commission its FPC Gas 
Tariff, 4th Revised Volume No. 1, in which it proposed limited service (LS) for 
its sales of gas to Ohio Fuel and Manufacturers, and a contract demand service 
for sales to its other three jurisdictional customers, Central Kentucky Natural 
Gas Company, Atlantic Seaboard Corporation, and The Portsmouth Gas Com- 
pany. In connection with this tariff there were filed with the Commission serv- 
ice agreements between United Fuel as seller and Ohio Fuel and Manufacturers, 
respectively, as buyers. They were dated respectively, June 30, 1954, and July 23, 
1954, to be effective February 1, 1955, and referred to herein as the 1955 con- 
tracts. Both provided for sale and delivery of natural gas under United Fuel’s 
LS rate schedule with maximum delivery obligations of 256,000 Mcf of gas per 
day for Ohio Fuel and 204,500 Mcf for Manufacturers. 

After suspending United Fuel’s gas tariff and holding hearings the Commis- 
sion by order of May 11, 1956, (15 F. P. C. 730) docket No. G—-2451,* (a) found 
that the appropriate rate form was a contract demand (CDS) schedule, (b) 
disallowed the LS rate schedule, and (c) directed that the CDS rate schedule be 
applied uniformly to all sales by United Fuel to Ohio Fuel and Manufacturers as 
well as to the other three jurisdictional customers. As we have previously held * 
the maximum delivery obligations found in the 1955 service agreements became 
contract demands under the CDS rate schedule. The order also provided that, 
consistent with the Commission’s decision, customer companies should be per- 
mitted to negotiate new contract quantities under the contract demand rate form. 
As a result, new service agreements were executed by United Fuel with Ohio 
Fuel and Manufacturers, respectively dated June 18, 1956, and June 25, 1956, 
providing for contract demands of 225,000 Mfc per day for Ohio Fuel and 149,000 
Mcf for Manufacturers. These agreements were tendered for filing to be ef- 
fective on and after May 11, 1956. 


2This order has been the subject of a review proceeding brought by The Portsmouth 
Gas Company, which contended that the Commission improperly permitted United Fuel 
to impose contract demand rates on it, and has been remanded to the Commission for 
further findings. The Portsmouth Gas Co. v. F. P. C., 247 F. 24 90 (C. A. D. C.). 

2See our suspension order of September 12, 1956, and our order of October 26, 1956, 
16 FPC 1104. 
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By its order of September 12, 1956, the Commission suspended these 1956 serv- 
ice agreements until November 1, 1956, when they became effective in accordance 
with United Fuel’s motion properly filed on October 31, 1956. After our denying 
rehearing of the suspension order, hearings were held on November 5, and 
November 15, 1956; and the presiding examiner’s decision was issued July 
12, 1957. 

The basic factual situation here appears to be that Ohio Fuel and Manufac- 
turers have underground storage capacity which they desired to utilize by pur- 
chasing less expensive gas during the 1956 summer months and using it during 
the winter months when the space heating demands upon their systems were 
highest. It was testified that United Fuel could not deliver to the two com- 
panies on a firm basis more than the 225,000 Mcf and 149,000 Mcf, respectively, 
provided by the 1956 contracts, during the 1956-57 winter season, but during the 
1956 summer season could and did deliver to them gas in excess of these pro- 
posed contract demand quantities. Between May and October of that year 
maximum daily deliveries to Ohio Fuel ranged between 262,000 Mcf and 279,000 
Mef, while maximum daily deliveries to Manufacturers ranged between 206,000 
Mcf and 233,000 Mcf. These contrast with the then effective contract demands 
of 256,000 Mcf for Ohio Fuel and 204,500 Mcf for Manufacturers. 

A new service agreement between United Fuel and Ohio Fuel, dated April 
16, 1957, has been filed with the Commission and accepted by it effective as of 
May 1, 1957. This new agreement calls for a contract demand of 261,000 Mcf 
per day on and after May 1, 1957, and 300,000 Mcf on and after September 1, 
1957. A further service agreement with Ohio Fuel for a contract demand of 
830,000 Mcf has been accepted by the Commission to become effective Novem- 
ber 1, 1957. With respect to Manufacturers a new service agreement has been 
filed raising the contract demand to 175,400 Mcf per day as of November 1, 
1957, and also has been accepted by the Commission. 

On this record it was the opinion of the presiding examiner that the summer 
overrun sales properly constituted the demand for gas on the part of Ohio Fuel 
and Manufacturers and that, as correctly interpreted, the AOS rate schedule 
did not apply to the summer overruns. He declared void the 1956 service 
agreements and required the companies to return to the higher contract de- 
mands of 256,000 Mcf of gas per day for Ohio Fuel and 204,500 Mcf for Manu- 
facturers. The decision ordered that: United Fuel bill Ohio Fuel and Manu- 
facturers during the summer period May 11, 1956, to October 31, 1956, using 
these higher contract demands, but, in order to avoid excessive penalties for 
overrun, it provided that the AOS rate schedule might apply to all deliveries 
during that period in excess of such contract demands. For delivery after 
November 1, 1956, it provided that the same higher contract demands should 
prevail and that the AOS schedule should apply to overruns only where properly 
applicable. 

We agree with the presiding examiner that United Fuel’s use of its AOS rate 
schedule to sell substantial quantities of gas to its two affiliates above their 
effective contract demands is an improper use of the AOS rate schedule, in effect 
in conflict with our order of May 11, 1956, requiring the use of contract demand 
rate schedules, and discriminatory with respect to its other jurisdictional cus- 
tomers. In that order we stated our opinion that the contract demand rate form 
would tend to stabilize the recovery of costs by United Fuel from its customers 
whose demands vary greatly because of changes in the space heating load, and 
further that it was our judgment that such rate form would result in control of 
peak demands by distribution company customers either by construction and 
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use of peak-shaving facilities or other means available to them, and noted that 
the year to year stability of wholesale revenues and intensive use of the facili- 
ties of United Fuel would redound to the benefit of the ultimate consumers. We 
concluded that the contract demand rate form should be applied uniformly to all 
of United Fuel’s customers without allowance through rate form for a differen- 
tial in favor of Ohio Fuel and Manufacturers, for we took cognizance of the fact 
that it was no longer necessary for these companies to accommodate United 
Fuel by curtailing takes of gas in the winter below their entitlements. United 
Fuel, consistent with our order, is consequently permitted to sell its gas to 
Ohio Fuel and Manufacturers only in accordance with its contract demand rate 
schedule. 

The AOS rate schedule, as the presiding examiner points out, is nothing 
more than an adjunct to the CDS schedule. It is available only to those buy- 
ing gas under the CDS schedule, and its purpose is to prevent penalties upon 
the buyer when it obtains the seller’s consent to any excess takes over the con- 
tract demand. The AOS schedule provides among other things: 


Natural gas delivered by Seller to Buyer under this Rate Schedule shall 
be the specified volume of gas delivered on any day in excess of the then 
effective Contract Demand under Seller’s Rate Schedule CDS-1 with respect 
to which Seller (through its Load Dispatcher) shall have first given its 
express consent. Such consent of Seller is limited to one day, and separate 
consents shall be required with respect to each and every day in which 
gas is so taken. 


Plainly the AOS rate schedule cannot be construed to be applicable to sales 
of gas for summer storage in substantial volumes well in excess of contract 
demands, for at least the approximate quantities of such deliveries would 
necessarily be planned in advance. The AOS schedule is designed for emer- 
gencies that may occur suddenly and may be met on a day by day basis; it is 
not intended for a large seasonal movement of gas. 

To employ the AOS schedule to meet the highest demands of its two affiliated 
customers while at the same time reducing their contract demands considerably 
below their actual take, as occurred during the summer of 1956, is contrary to 
the theory on which a contract demand rate is based. That is, following the 
presiding examiner, that each customer must pay a demand charge based upon 
its part of the total delivery capability of the seller to which it is entitled 
contractually on any day in the year. Under United Fuel’s CDS schedule the 
buyer must pay a monthly demand charge based upon a take of at least 90 
percent of its contract demand, and, of course, there is in addition a commodity 
charge for each Mcf taken. The payment of a demand charge, in this manner, 
results in each buyer being responsible for his proper share of the demand 
costs. If certain buyers pay for less than their actual maximum demand dur- 
ing the year, then the contract demand rate form is not being applied uniformly. 
It follows from this that we must disallow as unlawful United Fuel’s use 
during the summer of 1956 of its AOS schedule and its then proposed and sus- 
pended 1956 service agreements with reduced contract demands, and we will 
leave effective during the period May 11, 1956, to October 31, 1956, the contract 
demands of 256,000 Mcf per day for Ohio Fuel and 204,500 Mcf per day for 
Manufacturers, found as maximum delivery obligations in the 1955 service 
agreements. 

As noted earlier the actual deliveries during the summer of 1956 were in 
excess of not only the proposed 1956 contract demands but also the effective 

































































































































































304 FEDERAL POWER COMMISSION 







1955 amounts. We agree with the presiding examiner that it would work con- 
siderable hardship financially upon Ohio Fuel and Manufacturers to require that 
they pay the penalty prices for excess takes under United Fuel’s contract demand 
rate schedule where United Fuel had consented to every daily take during that 
period. We are therefore disposed to permit the AOS schedule to be effective 
between May 11, 1956, and October 31, 1956, for the limited takes in excess 
of the 1955 amounts. 

We may note in passing that while the effect of this order will result in 
Ohio Fuel and Manufacturers being required to pay United Fuel additional 
amounts for the limited period May 11, 1956, through October 31, 1956, this 
will not have any discernible effect on rates subject to our jurisdiction. While 
Cincinnati Gas and Electric Company is a customer of Ohio Fuel, there is no 
proceeding before us relating to Ohio Fuel’s rates which would be affected by 
the de minimis additional payments by Ohio Fuel for this past period. Manu- 
facturers sells gas to the City of Pittsburgh and customers therein, but these 
rates are not for resale or subject to our jurisdiction. There are no rate pro- 
ceedings before us which could be affected by Manufacturers increased payment, 
and our modification of the presiding examiner’s decision by which the proposed 
contract demands will be made effective November 1, 1956, will greatly mitigate 
any possible effect on Manufacturer’s customers of such additional payment. 

Beginning with November 1, 1956, the 1956 contract demands of 225,000 Mcf 
for Ohio Fuel and 149,000 Mcf for Manufacturers have been in effect in ac- 
cordance with United Fuel’s motion filed October 31, 1956, and Section 4(e) 
of the Natural Gas Act. In view of the fact that the record shows that United 
Fuel could not deliver more than the 1956 contract quantities to Ohio Fuel 
and Manufacturers during the winter of 1956-1957 without jeopardizing its 
ability to meet the increased requirements of its other wholesale markets and 
its own retail markets, in our judgment it is desirable that the 1956 agreements 
be permitted to be effective from November 1, 1956, until the respective effective 
dates of the new agreements entered into during 1957 by United Fuel with Ohio 
Fuel and Manufacturers. This would prevent Ohio Fuel and Manufacturers 
paying contract demand charges on quantities of gas in excess of those specified 
respectively in the 1956 contracts as the maximum deliveries to be made on any 
day during the winter season of 1956-1957. It has been pointed out above that 
United Fuel entered into contracts with Ohio Fuel calling for a contract demand 
of 261,000 Mcf per day on and after May 1, 1957, 300,000 Mcf per day on and 
after September 1, 1957, and 330,000 Mcf on and after November 1, 1957; and 
that United Fuel has executed a new service agreement with Manufacturers 
calling for a contract demand of 175,000 Mcf per day after November 1, 1957. 

There appeared as a witness for United Fuel a Vice President of the Colum- 
bia Gas System Service Corporation, who testified that he had the authority to 
decide what part of United Fuel’s total daily gas supply would be allotted 
respectively to each of its five jurisdictional customers. He testified that, 
beginning in the spring of 1957, there would be no further need for the delivery 
of any substantial quantities of gas in excess of the contract demands then 
to be effective under newly executed service agreements, whether for summer 
storage or under any other plan. It is, therefore, assumed that in the future 
the contract demand quantities, fixed in the then effective service agreements 
between United Fuel and Ohio Fuel and Manufacturers, respectively, will be 
sufficiently high so that they will not be exceeded by any planned deliveries 
on any day in the year, except where the AOS rate schedule is applicable to 
such excesses in the sense hereinbefore set forth. Any deliveries in excess of 
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applicable contract demands, except where permitted by the AOS rate schedule 
or other rate schedules in the tariff, would, of course, constitute violations of 
United Fuel’s tariff. 


The Commission finds: 


(1) United Fuel’s proposed contract demands as contained in its 1956 service 
agreements in the amount of 225,000 Mcf per day for Ohio Fuel and 149,000 
Mcf per day for Manufacturers with respect to the period May 11, 1956, to 
October 31, 1956, are unjust, unreasonable, unduly discriminatory and preferen- 
tial, and therefore unlawful. 

(2) For the period May 11, 1956, to October 31, 1956, the contract delivery 
obligations as contained in United Fuel’s 1955 service agreements in the amount 
of 256,000 Mcf per day for Ohio Fuel and 204,500 Mcf per day for Manufac- 
turers, pursuant to United Fuel’s tariff, are the effective contract demands, 

(3) United Fuel’s AOS rate schedule, contained in its F. P. C. Gas Tariff, 
Fourth Revised Volume No. 1, as applied to deliveries of natural gas above 
applicable contract demands for the purpose of filling underground storage res- 
ervoirs is unjust, unreasonable, unduly discriminatory and preferential, and 
therefore unlawful, but it is just and reasonable that the AOS rate schedule 
apply during the period May 11, 1956, through October 31, 1956, to deliveries 
of gas in excess of the contract demands of 256,000 Mcf per day to Ohio Fuel 
and 204,500 Mcf per day to Manufacturers as found above. 

(4) United Fuel’s proposed contract demands as contained in its 1956 service 
agreements with Ohio Fuel and Manufacturers are just and reasonable com- 
mencing with November 1, 1956, for the period specified below. 


The Commission orders: 


(A) For service by United Fuel to Ohio Fuel and Manufacturer’s during the 
period from May 11, 1956, through October 31, 1956, contract demands of 
256,000 Mcf per day for Ohio Fuel and 204,500 Mcf per day for Manufacturers 
shall be effective for deliveries up to such contract demands, and United Fuel’s 
Rate Schedule AOS shall be effective for all daily excess deliveries above the 
respective contract demands. 

(B) For service by United Fuel to Ohio Fuel during the period November 
1, 1956, through April 30, 1957, a contract demand of 225,000 Mcf per day in 
accordance with the 1956 service agreement shall be the effective contract 
demand. 

(C) For service by United Fuel to Manufacturers during the period Novem- 
ber 1, 1956, through October 31, 1957, a contract demand of 149,000 Mcf per 
day in accordance with the 1956 service agreement shall be the effective contract 
demand. 

(D) On and after November 1, 1956, until lawfully changed in accordance 
with the Natural Gas Act and the Rules of the Commission United Fuel’s Rate 
Schedule AOS shall apply to service to Ohio Fuel and Manufacturers and all 
other customers of United Fuel for deliveries of gas above the applicable con- 
tract demands only where Rate Schedule AOS is applicable to such deliveries 
within the meaning of this order. 

(E) The findings and conclusions of the presiding examiner’s decision issued 
July 12, 1957, except as modified by this order are hereby adopted as the decision 
of the Commission. 

(F) Within 30 days from the issuance of this order United Fuel shall report 
what steps it has taken to comply with the requirements of paragraph (A) 
above. 
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DECISION 


UPON THE LAWFULNESS OF SERVICE AGREEMENTS AND SALES AND OPERATIONS 
RELATED THERETO 


(Issued July 12, 1957) 


KELLY, Presiding Examiner: There is presented here the question of the 
lawfulness of service agreements executed in relation to the “Contract Demand 
Service Rate Schedule” (CDS), and of the sale of substantial volumes of gas 
regularly over an extended period under the “Authorized Overrun Service Rate 
Schedule” (AOS), which were in addition to the contract demand quantities. 
The sales involved were made in interstate commerce for resale during the 
period from May 11, 1956 to October 31, 1956 by United Fuel Gas Company 
(United Fuel) to The Ohio Fuel Gas Company (Ohio Fuel) and The Manu- 
facturers Light and Heat Company (Manufacturers), its affiliates in The 
Columbia Gas System, Inc. (Columbia System). 

This matter was instituted by order of the Commission of September 12, 1956, 
which suspended two service agreements, the filing of which with the Com- 
mission was completed by United Fuel on August 13, 1956. These suspended 
service agreements are dated June 18 and 25, 1956, and are between United 
Fuel and Ohio Fuel and Manufacturers, respectively. These agreements were 
initially tendered for filing on July 25, 1956 with United Fuel’s letter of July 
19, 1956.7 This letter points out that the effective date of each of the agree- 
ments is May 11, 1956, and that the contract demand quantities thereunder are 
respectively 225,000 Mcf of gas per day for Ohio Fuel and 149,000 Mcf for 
Manufacturers. The letter then states: 


These Service Agreements were negotiated pursuant to the Commission’s 
order issued May 11, 1956, in Docket G-2451, et al. The contract demands 
contained in the respective Service Agreements are based upon the maximum 
quantities of gas which United Fuel will have available for delivery to 
The Manufacturers Light and Heat Company and The Ohio Fuel Gas Com- 
pany from November 1, 1956 through March 31, 1957, and the requirements 
of such customers. Any volumes in excess of these contract demands which 
may be delivered to these customers during the summer months, will be 
billed under the AOS-1 Rate Schedule. 


On May 12, 1954 United Fuel filed with the Commission its F. P. C. Gas Tariff, 
Fourth Revised Volume No. 1, in which it proposed a “Limited Service” rate 
form for its sales of gas to Ohio Fuel and Manufacturers, and a “Contract 
Demand Service” rate form for its sales to its other three jurisdictional cus- 
tomers, Central Kentucky Natural Gas Company (Central Kentucky), Atlantic 
Seaboard Corporation (Seaboard) and The Portsmouth Gas Company (Ports- 
mouth). This rate filing also proposed an increase in the level of the rates 
and charges for these sales. The tariff was suspended and, upon the request 
of several intervenors, the Commission ordered on October 29, 1954 a hearing 
and interim determination on the issue of rate form, reserving for a second 


1The initial filing was rejected by letter of the Secretary of the Commission, dated 
August 3, 1956, which called for additional information pursuant to the Commission’s 
Rules. Additional information was furnished by United Fuel with its letter of August 
10, 1956, which was received by the Commission August 13, 1956, and the filing of the 
two service agreements was thus completed on said latter date. 

2Central Kentucky and Seaboard are affiliates in the Columbia System, but Portsmouth 
is not. 
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stage of the proceedings the determination on the rate level sought in this rate 
filing. A filing having been made by Central Kentucky which likewise involved 
the contract demand rate form and increases in rate level, its matters were 
consolidated with those of United Fuel for hearing upon this limited issue of 
rate form. After an extensive hearing the decision of the Presiding Examiner 
was issued on January 18, 1956 (G—2451 Decision), 15 F. P. C. 700, which was 
affirmed by the Commission’s order of May 11, 1956, In the Matter of United 
Fuel Gas Company, et al., Docket Nos. G—2451, et al. (G—2451 Order). By 
this order United Fuel’s Limited Service rate schedule was found to be unjust, 
unreasonable and discriminatory and it was disallowed; and on May 28, 1956 
United Fuel issued a notice of cancellation thereof, effective May 11, 1956, 
which was accepted by the Commission. 

United Fuel’s Limited Service (LS) rate was originally allowed in Commission 
Opinion No. 258, issued August 7, 1953, 12 F. P. C. 251. The tariff issued 
pursuant thereto provided that this rate was available only to a buyer of gas 
from United Fuel who had “supply sources of natural gas from its underground 
storage and its own production, with maximum deliverability of volumes at 
least equal to Seller’s Delivery Obligation to Buyer.” Ohio Fuel and Manu- 
facturers had such “supply sources of natural gas,” and it was because of their 
ability and willingness to accommodate United Fuel by the curtailment of 
their takes of gas from it during peak periods, while using such supply sources 
of their own, that the Commission in said opinion allowed the institution of 
the LS rate which provided a differential in favor of these two companies. 
As stated in the G—2451 Decision, “the effect of this differential for the test 
year is to reduce by about $600,000 the cost of gas purchased by Ohio Fuel and 
Manufacturers and to increase such costs to Central Kentucky, Seaboard and 
Portsmouth.” The Presiding Examiner found in said affirmed decision that 
because of increased supplies of gas United Fuel no longer needed this peak- 
period accommodation from Ohio Fuel and Manufacturers, and that there was no 
justification, therefore, for the continuance of the LS rate. In its order of 
affirmance of this decision, the Commission stated: 


We have carefully considered arguments advanced that Ohio Fuel and 
Manufacturers should be accorded different treatment in rate form and 
that they shouid be billed under the LS rate. The Presiding Examiner 
has set forth in detail the reasons why the CD rate form should be applied 
uniformly to all of United Fuel’s jurisdictional customers without allow- 
ance through rate form for a differential for accommodation by Ohio Fuel and 
Manufacturers. We specifically affirm his findings in this regard. 


On and before May 11, 1956 there were on file with the Commission duly 
executed service agreements between United Fuel, as Seller, and Ohio Fuel 
and Manufacturers, as Buyers. They were dated respectively June 30, 1954 
and July 23, 1954, and each was for a term of fifteen years beginning February 1, 
1955 and ending January 31, 1970, or on any subsequent January 31 if cancelled 
by either party upon two-years notice.* Each was in United Fuel’s standard 
form of service agreement. They both provided for the sale and delivery of nat- 
ural gas which “shall be paid for under Rate Schedule LS-1 of Seller’s F. P. C. 
Gas Tariff on file with the Federal Power Commission or any effective super- 
seding Rate Schedules.” Both agreements were subject to the applicable pro- 
visions of said rate schedule and to “the pertinent General Terms and Condi- 
tions” attached to said Tariff on file with the Commission. Each specified 
“Delivery Points” and “Delivery Pressures”, provided for “Notices” to the 


* These contracts are hereinafter referred as the “1955 Contracts.” 
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parties, and cancelled a former service agreement. Each called for the sale 
and delivery of a specified quantity of gas per day “on a firm basis.” 

The 1955 Contracts were, by law and their own provisions, subject to change 
by action of the Commission within its regulatory powers. The G—2451 Order 
abolished the LS Rate Schedule and directed that the CD Rate Schedule be 
applied uniformly to all sales by United Fuel to Ohio Fuel and Manufacturers 
as well as to its other three jurisdictional customers. The effect of this 
Commission order was, constructively, to strike from the existing 1955 Contracts 
the provisions thereof making the LS Rate Schedule applicable, and to write 
into them the provision that the sales of gas covered by them were thenceforth 
to be made under the CD Rate Schedule. The 1955 Contracts themselves 
provided for “any effective superseding Rate Schedules” to become effective 
in the place of the now superseded LS Rate Schedule. These contracts con- 
tinued in effect changed only as so ordered by the Commission; and they were 
required to remain in effect until properly changed in compliance with the 
provisions of the Natural Gas Act (Act). The matter of the “delivery obliga- 
tions” becoming the “contract demands” in these service agreements, as a 
result of the G—2451 Order, is discussed hereinafter. 

The G-—2451 Order contained the following: 


Consistent with our decision herein, the customer companies should be 
permitted to negotiate new contract quantities under the contract demand 
rate form. 


As hereinbefore shown, new service agreements were executed by United 
Fuel with Ohio Fuel and Manufacturers, respectively, dated June 18, 1956 
and June 25, 1956 (1956 Contracts). The 1955 Contracts provided “Delivery 
Obligations” respectively of 256,000 Mcf of gas per day for Ohio Fuel and 
204,500 for Manufacturers, The 1956 Contracts provided “Contract Demands” 
respectively of 225,000 Mcf per day for Ohio Fuel and 149,000 Mcf for Manu- 
facturers, and were by their terms effective on and after May 11, 1956. 

The Commission suspended the 1956 Contracts by its order of September 12, 
1956, which likewise ordered a hearing for November 5, 1956 “concerning 
the lawfulness of the proposed changes in the contract demands of Ohio Fuel 
and Manufacturers as contained in service agreements filed by United Fuel 
on August 13, 1956 and the sales operations related thereto as proposed by 
United Fuel.” This order contained the following statement: 


The use of the “contract demand” as proposed by United Fuel does not 
appear to be consistent with the industry concept and practice where the 
contract demand represents the maximum delivery obligation. In addition, 
the proposal to supply substantial volumes of gas regularly and over ex- 
tended periods to Ohio Fuel and Manufacturers under Rate Schedule AOS-1 
does not appear to be within the intent of the applicability and character 
of service provisions of that schedule as authorized by the Commission’s 
order issued on May 11, 1956. 


United Fuel filed on September 27, 1956, an “Application for Rehearing and 
Reconsideration” of said order of September 12, 1956, together with a motion 
to clarify said order and to expedite the disposition of the proceeding. It was 
argued in the application and motion that the Commission was without authority 
under Section 4 (e) of the Act “to suspend a Service Agreement,” insisting that 
any action seeking to investigate these service agreements should be under 
Section 5 (a) of the Act. By its order of October 26, 1956, 16 F. P. C. 1104, the 
Commission held that it had the authority under Section 4 (e) to suspend said 
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service agreements. There is no need of repeating here the Commission’s reasons 
for so holding, its order being a part of the record in this proceeding. 

The Commission order of October 26, 1956, denied United Fuel’s motion of 
September 27, 1956, after commenting thereon as follows: 


United Fuel also requests clarification of the order issued September 12, 
1956, alleging that (1) the Commission has prejudged the “propriety of the 
contract demands embodied in the service agreements”; (2) the suspension 
order leaves uncertain the billing basis; and (3) it cannot obligate itself 
to Ohio Fuel and Manufacturers for contract demand quantities in excess 
of those specified in the suspended agreements. 

It is our view that the foregoing allegations present no basis for amend- 
ment or clarification of the order issued September 12, 1956. That order, 
paraphrasing United Fuel’s authorized tariff, recites that the “maximum 
delivery obligations” under United Fuel’s superseded LS—1 schedule became 
the “contract demands” under the CDS-1 schedule authorized by the Com- 
mission in Docket Nos. G—2451, etc., In the Matter of United Fuel Gas 
Company, et al. That recitation does not prejudge the propriety of the 
proposed changes in those “contract demands,” although, admittedly, the 
order questions the propriety of such change and simultaneously affords 
United Fuel an opportunity through public hearing to remove any doubts 
with respect thereto. Furthermore, that part of the order clearly indicates 
the billing basis applicable during the period of suspension. United Fuel’s 
third allegation is, of course, fully answered by paragraph (B) of the order 
issued September 12, 1956, providing the manner in which the proposed 
changes may be made effective upon termination of the fixed period of 
suspension on November 1, 1956. Indeed, the procedure there provided 
obviates the necessity of moving up the hearing date from November 5, 1956, 
as now scheduled. 


The hearing was conducted on November 5 and November 15, 1956, upon which 
latter date it was concluded. United Fuel offered the testimony of two officials 
of the Columbia System and documentary evidence was received. Permission 
was given to file initial and reply briefs, the last of which was received Decem- 
ber 21, 1956. Both initial and reply briefs were received from United Fuel and 
from Manufacturers, an intervenor. Initial briefs only were received from staff 
counsel and from Cincinnati Gas and Electric Company, The Union Light, Heat & 
Power Company, Ohio Fuel, Washington Gas Light Company, and Common- 
wealth Natural Gas Corporation, all intervenors. No briefs were filed by the 
other intervenors, namely, Baltimore Gas and Electric Company, Dayton Power & 
Light Company, and The Portsmouth Gas Company. The briefs of Ohio Fuel 
and Manufacturers support the position taken by United Fuel in this proceeding. 

The Commission’s G—2451 Order decreed that the “CD rate form should be 
applied uniformly to all United Fuel’s jurisdictional customers without allow- 
ance through rate form for a differential for accommodation by Ohio Fuel and 
Manufacturers.” This was a directive that Ohio Fuel and Manufacturers 
thenceforth purchase all substantial quantities of gas under the CD rate form. 
This directive was, in effect, a holding by the Commission that United Fuel had 
no other rate schedule than its CDS-1 under which it might lawfully make 
sales of substantial quantities of gas pursuant to advance planning. The direc- 
tive was effective May 11, 1956. 

As disclosed clearly by its letter to the Commission of July 19, 1956, quoted 
from above, United Fuel’s plan of operation for the “summer months” did not 
contemplate compliance with the Commission’s directive that all substantial 
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volumes of gas be sold to Ohio Fuel and Manufacturers under the CD rate form. 
Its plan was to deliver gas during this period to these two customers up to an 
unrealistically low contract demand quantity under the CDS rate schedule, and 
then to deliver to them very substantial additional volumes of gas upon a 
majority of the days of the “summer months,” under the AOS rate schedule, 
Under this plan United Fuel was affording to Ohio Fuel and Manufacturers the 
preferential treatment which was forbidden by the G—2451 Order. The CD rate 
form was not being “applied uniformly to all of United Fuel’s jurisdictional 
customers,” as directed by said order. 
In the affirmed G-2451 Decision appears the following: 


As the record shows, and as stated in The Manufacturers Light & Heat 
Co., et al. v. F. P. C., et al., 206 F. 2d 404, 406, “The aggregate gas supply 
of all companies in the Columbia System is treated as a pooled supply 
which is apportioned between the various parts of the system by a single 
system dispatcher. Construction is planned on a system basis to receive, 
store and distribute this pooled supply to wholesale and retail consumers. 


The evidence here shows the above still to be true. The Vice President of 
Columbia System, who was a witness in behalf of United Fuel, testified 
that the authority was his to decide what part of the total daily gas supply, 
available for delivery by United Fuel within its capacity, would be allotted 
to each of its customers. It was he who recommended that the contract- 
demand quantities of Ohio Fuel and Manufacturers, specified in the 1956 Con- 
tracts, not exceed 225,000 Mcf and 149,000 Mcf per day, respectively. Both Ohio 
Fuel and Manufacturers requested larger contract-demand quantities, but, ac- 
cording to the testimony of the Columbia System Vice President, no larger quanti- 
ties could be allotted to them “without jeopardizing its (United Fuel’s) ability to 
meet the increased requirements of its other wholesale markets and of its own 
retail markets.” Thus, the contract demands of Ohio Fuel and Manufacturers 
were less than requested so as to enable United Fuel to meet during winter peak 
periods the “increased requirements,” over the preceding year, of itself and 
its other customers. 

The only evidence adduced concerning the extent of its capacity to deliver 
gas under peak conditions, was by United Fuel itself. This evidence shows 
that the contract demands specified in the 1956 Contracts were the volumes 
of gas which were allotted to Ohio Fuel and Manufacturers from the Columbia 
System pool of gas, as their respective parts of United Fuel’s total daily capacity 
for delivery during peak periods between November 1, 1956 and March 31, 1957. 
The fact remains, however, that Ohio Fuel and Manufacturers got smaller con- 
tract demands than they requested while the other customers had their “increased 
requirements” met by increased contract demands. The gas in the Columbia 
System could be so allotted feasibly because Ohio Fuel and Manufacturers had 
other sources of supply, namely, their own production and storage, from which 
to meet their own winter peak requirements. The accommodation by Ohio 
Fuel and Manufacturers was thus continued into the winter of 1956-57, and 
because of it preferment was given to these companies by the sale to them of 
gas for storage at a considerably lower price per Mcf than that which would 
have been payable under the CDS rate with a contract demand in keeping with 
actuality. 

Nevertheless, the smaller contract demands were agreed upon in the 1956 
contracts between these Columbia affiliates. The G-2451 Order permitted 
the negotiation of new contract quantities, and those agreed upon might not 
have been challenged by the Commission except for the planned deliveries, 
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during the effective perioiis thereof, of quantities of gas very substantially in 
excess of the new contract demands, under’ an inapplicable rate schedule. The 
mere fact that the contract demands of Ohio Fuel and Manufacturers in the 1956 
Contracts were the daily volumes of gas allotted to them by the Columbia 
System from United Fuel’s total daily capacity during the peak days of the 
winter of 1956-57, did not justify the sales of large volumes of gas for summer 
storage, greatly in excess of such contract demands, under such inapplicable 
schedule. The CDS rate is not seasonal; it is applicable throughout the year. 
An agreed contract demand under United Fuel’s tariff is indeed as applicable 
to volumes of gas utilized for summer storage as to the sales of gas during 
the winter peak period. There is no lawful way, under its existing tariff, for 
United Fuel to sell gas to Ohio Fuel and Manufacturers throughout the warmer 
months in daily qantities substantially in excess of the contract demands. 

When the 1956 contracts were executed in June of that year, United Fuel 
was in the process of making deliveries greatly in excess of the contract demands 
specified therein, and such deliveries continued until October, 1956. The figures 
given in the footnete below show that in every month from May through 
October there were deliveries well in excess of the contract demands specified 
in the 1956 contracts.« This was planned. It was not intended by the parties 
that Ohio Fuel and Manufacturers pay a demand charge on this summer gas 
in keeping with actual delivery. The plan was that the contract demand was 
only to apply to winter deliveries, made always within the contract demand 
quantities, during the period when Ohio Fuel and Manufacturers couid meet 
their own additional peak requirements for space heating with storage gas 
purchased during the warmer weather at the lower rate per Mcf under the 
AOS rate schedule. d 

United Fuel contends that‘ the AOS rate was the ofily schedule under which 
summer deliveries of storage gas cduld be made: It offers in its brief to 
institute a summer-storage rate if the Commission would approve it. There 
can be no such thing as a summer-storage rate schedule which would be con- 
sistent with the Commission’s order that the CDS rate form be “applied uni- 
formly.” Such a summer-storage schedule could only apply to Ohio Fuel and 
Manufacturers, as United Fuel’s other jurisdictional customers have no storage 
facilities; and it was found in the affirmed G—2451 Decision that a differential 
in favor of those two companies was no longer justified, merely because of their 
ability to accommodate from storage facilities and its own production in the 
winter peak periods. The authorization of a summer-storage rate for Ohio 
Fuel and Manufacturers would again create such a rate differential in their 
favor. 





Ohio Fuel Manufacturers 


Maximum | Average | Maximum | Average 
Daily Daily Daily Daily 
Delivery Delivery Delivery Deilvery 


| 
262, 379 | 261, 221 206, 356 | 174, 505 


276,147 | 270,950 | 201,131 | ‘175, 321 
271,140 | 263, 431 164,711 | 125, 900 
“77"|-a73 458 | 238944. | 199, 180 163, 054 
September 270,521 | 248,078 208, 132 154, 052 
October ‘ 279, 193 os 233, 313 | "ta 
| | | 


*Beginning May 11, 1956. 
**Not in evidence. 
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United Fuel has called attention to the respective tariffs of certain pipeline 
companies, unaffiliated with the Columbia System, which have rate schedules 
for the purchase of summer-storage gas in volumes in excess of contract de- 
mands, at a lower price than under their contract demand rate schedules. 
These rate schedules, standing alone, are no justification for the institution by 
United Fuel of a summer-storage rate schedule. Nor is the existence of these 
rate schedules of other companies any reason for construing the provisions of 
United Fuel’s AOS schedule so as to make it applicable to deliveries of summer- 
storage gas in volumes very substantially in excess of contract demands. The 
rate schedules of the other companies for the sale of summer-storage gas, cited 
by United Fuel, are in the files of the Commission and have been examined, and 
it is true that the sale of summer-storage gas at the specified rate may be made 
under them. The reasons of the Commission for the authorization of such 
schedules for these other pipeline companies are, of course, not disclosed in the 
tariffs. But it must be kept in mind that these rates of other pipeline com- 
panies have not been found by the Commission to be unlawful. However, the 
LS rate, under which Ohio Fuel and Manufacturers formerly purchased all 
of their gas, with considerably greater deliveries in the summer than in the 
winter months, has been found by the Commission, for reasons shown above, 
to be unjust, unreasonable and discriminatory, and it has been cancelled. United 
Fuel cannot now be permitted to substitute the AOS schedule for the cancelled 
LS schedule and thus continue the forbidden discrimination in favor of Ohio 
Fuel and Manufacturers. 

It is contended that the AOS schedule is “available to all customers if they 
bave need for gas over and above the volumes they have contracted for and 
if United Fuel has excess gas available for delivery,” and that therefore the 
deliveries of these large volumes of gas above contract demands to Ohio Fuel 
and Manufacturers during the summer of 1956, were valid under the AOS. But, 
no company has such “need” for such large volumes of summer gas except 
Ohio Fuel and Manufacturers, the other jurisdictional customers having no 
storage facilities and being in their off-peak season in the warmer months. 
The Commission has decreed that the CDS schedule be “applied uniformly” 
to all five jurisdictional customers, and this is not accomplished when two of 
them are permitted to buy very substantial quantities of gas under another 
schedule than CDS which is not in fact or in reality available to the other 
three for the purchase of substantial volumes of gas. Certainly the other three 
customers are not going to get any substantial volumes of gas under the AOS 
when they might have such “need” therefor during peak days for winter space 
heating, as United Fuel will not then have excess gas in any great quantities. 
The purchase of large volumes of gas under the AOS, pursuant to well designed 
plans for deliveries daily over an extended period, is simply not within the intent 
of the applicability and character-of-service provisions of that schedule. 

The AOS is nothing more than an adjunct to the CDS. It is only available 
to those buying gas under the CDS. The CDS schedule provides penalties for 
“Bxcess Takes” above contract demands on more than one day in any billing 
month. The purpose of the AOS is to prevent this penalty upon the buyer when 
he obtains the seller’s consent to any such excess take. Under the title, “Ap- 
plicability and Character of Service’, in United Fuel’s AOS schedule there 
appears this paragraph: 


Natural gas delivered by Seller to Buyer under this Rate Schedule shall 
be the specified volume of gas delivered on any day in excess of the then 
effective Contract Demand under Seller’s Rate Schedule CDS-1 with respect 
to which Seller (through its Load Dispatcher) shall have first given its 
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express consent. Such consent of Seller is limited to one day, and separate 


consents shall be required with respect to each and every day in which gas 
is so taken. 


The language above from the AOS just cannot be construed to mean that 
this schedule is applicable to sales of gas for summer storage in substantial 
volumes well in excess of contract demands. Summer storage of gas must be 
planned, and cannot be upon the haphazard basis of telephoning each day to 
the Load Dispatcher to ascertain how much gas will be available above the 
contract demand and whether he will consent to deliver it. Now, it may be 
true that there were daily telephone conversations between representatives of 
Ohio Fuel and Manufacturers, respectively, and United Fuel’s Load Dispatcher 
as to just how much gas would be delivered on that day, but it would be in- 
credible to suggest that the approximate quantities for daily delivery during 
the summer of 1956 were not consented to and planned early in that year. The 
evidence shows that United Fuel is buying large volumes of gas from the South- 
west on a high load factor basis, and in his opening statement at the hearing 
its counsel stated that if the large volumes of gas had not been delivered to 
Ohio Fuel and Manufacturers during the summer months for storage, “United 
Fuel would have had to cut back on its Southwest takes of gas.” Thus, the 
seller had an advantage also in not complying with the Commission’s directive 
that the CDS be “applied uniformly.” 

In his opening statement at the hearing, counsel for United Fuel had this to 
say: 

The issue is immediately raised why should customers pay a penalty if 
the overrun didn’t hurt anyone. In other words, if the overrun didn’t 
impinge on the seller’s ability to meet the requirements of its other markets. 
Accordingly, the tariff was revised to provide that if consent was given 
to meet an emergency situation on the part of the buyer, then there would 
be no penalty. (Emphasis supplied) 


The Vice President of the Columbia System was asked as a witness why the 
substantial volumes of gas in excess of contract demands were delivered during 
the summer of 1956, and whether it was to enable United Fuel to continue its 
large take of gas from the Southwest during that period. He replied as follows: 


I think perhaps the most compelling reason was to fill the underground 
storage of Manufacturers and Ohio Fuel. If that had not been filled this 
summer, there would have been a very dire emergency. (Emphasis 
supplied) 

Seven billion feet in the storage pools of those two companies would make 
a tremendous difference upon their ability to meet the market that was 
attached, and it did consist of a tremendous problem. 

The emphasis was on the part of the person that required the gas and not 
on the part of the seller. 


It would appear from the above that the “emergency” of which counsel spoke 
was the fact that the storage fields of Ohio Fuel and Manufacturers had to be 
filled during the warmer months of 1956 in order for these companies to meet the 
needs of their customers during the winter space heating period. There is no 
objection raised here to the filling of the storage fields during the summer of 
1956. Filling their storage fields in the summer has been a part of the plan of 
operation of these two companies for a number of years. The objection is not 
to the sale of the storage gas, but to the price at which the gas was sold. With 
gas quite available for this summer storage, there was certainly no emergency 
of supply. There was indeed no such emergency existing in the summer of 1956 
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as would bring the sale of this storage gas under the AOS. The AOS does not 
apply merely because United Fuel has gas on hand in excess of its own needs 
which is wanted only by Ohio Fuel and Manufacturers. The AOS schedule 
is, by its own provisions, applicable only to the sale and delivery of an in- 
substantial quantity of gas, considered in relation to the contract demand 
quantity, on some particular day when it is desired by a customer due to condi- 
tions peculiar to that particular day. 

The theory of the two-part demand-commodity rate is that each customer 
must pay a demand charge based upon its part of the total delivery capability 
of the seller to which it is entitled contractually on any day in the year. Under 
United Fuel’s CDS schedule the buyer must pay a monthly demand charge based 
upon a take of at least 90 percent of its contract demand. There is in addition 
to the demand charge the commodity charge per Mef for actual takes. The pay- 
ment of this demand charge on this basis enables the collection by the seller of 
demand costs.from each customer in proper proportion. If this proper propor- 
tion is not maintained because of the failure to fix the contract demands of 
certain customers in quantities in keeping with their actual maximum daily 
takes, then the CD rate form is not being “applied uniformly.” This proper 
proportion cannot be maintained if some customers are permitted to buy gas at 
a demand charge based upon a contract demand far less than the actual maxi- 
mum daily takes. It must be borne in mind here that the gas purchased by 
Ohio Fuel and Manufacturers in the summer of 1956 was very largely used to 
meet their needs in the winter space-heating peak of 1956-57, and it was this 
ability to accommodate with storage gas during the winter, which the Commis- 
sion said in the G-2451 Order should not entitle them to a rate differential in 
their favor. Therefore, their demand charge under the CDS schedule should be 
based upon their maximum takes of gas during the year (this being in the 
summer in the case of Ohio Fuel and Manufacturers), which more nearly repre- 
sent their proper proportion of demand costs, thus effecting more nearly the 
uniform application of the CDS schedule to all five of United Fuel’s juris- 
dictional customers. 

In its brief United Fuel states that its delivery obligation under the CDS is 
“an obligation to make firm deliveries up to the contract demand on each and 
every day of the year that the buyer wants gas.” This would appear to be a 
eoncession that such obligation is not seasonal.,. In Ohio Fuel’s brief there 
appears the following: 


For many years the various affiliates of The Columbia Gas System, Inc. 
(hereinafter referred to as “Columbia’”’) have operated under what has been 
known as the pooled gas supply, under which the entire gas supply and the 
entire gas requirements of the Columbia System companies have been oper- 
ated on a centrally controlled basis. Among other things, the pooled supply 
has involved deliveries by United Fuel to Ohio Fuel of substantially larger 
volumes in the summer time than in the winter or heating season months. 
Ohio Fuel has used the larger summer time deliveries in order to fill its 
storage fields from which it subsequently receives part of its supply for 
winter heating sales. 


The above establishes that Ohio Fuel. needs “substantially larger volumes” of 
gas “in the summer time” “in order to fill its storage fields from which it sub- 
sequently receives part of its supply for winter heating sales.” Inasmuch as 
United Fuel’s obligation under CDS is “to make deliveries up to the contract 
demand on each and every day of the year,” the contract demand agreed upon 
with Ohio Fuel should be based upon its maximum daily need during the warmer 
months, for the purpose stated in its brief quoted above, rather than its winter 
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peak needs which are substantially lower because of its “substantially larger” 
purchase and storage of gas in the warm weather. Central Kentucky, Seaboard 
and Portsmouth have practically no other source of gas supply than from United 
Fuel, and naturally they must seek a contract demand quantity adequate to 
meet the winter space-heating peak needs of their respective customers. The 
difference between them and Ohio Fuel and Manufacturers is that the latter 
meet their winter peak needs by making their larger purchases in the summer. 
There is no reason why the contract demands of Ohio Fuel and Manufacturers 
should not be based on their maximum daily takes for summer storage, pur- 
suant to their plan of operation, just as the contract demands of the other 
customers are based om their maximum daily winter purchases in accordance 
with their plans and manner of operation. 

It has been argued that it would be foolish for Ohio Fuel and Manufacturers 
to agree to contract demands which could not be delivered during the winter 
months, claiming that their respective monthly demand charges should be based 
upon no greater quantities than were to be delivered to them in the winter of 
1956-57 according to the Columbia System’s plan of allotment of United Fuel’s 
capacity for that period. It is not foolish for the other three customers to 
agree to contract demands in keeping with their winter needs, merely because 
they cannot get up to their contract demands in summer. They would have no 
place to put such amounts of gas in the summer, and the same would be true of 
Ohio Fuel and Manufacturers if they had no storage facilities. The difference 
is that Ohio Fuel and Manufacturers meet any needs above their winter de- 
liveries from United Fuel by the sale of gas purchased in the summer. The 
Commission has ordered, in effect, that in spite of this these two companies 
must purchase all substantial quantities of gas under CDS, and this means 
that their contract demands must fairly and reasonably represent their planned 
maximum daily takes, respectively, regardless of the season of the year in which 
they occur. From the standpoint of United Fuel, it could not be damaged by 
agreeing to a contract demand based on planned maximum daily takes in the 
summer months, even though it knew at the time of the agreement that it 
would not deliver such large amounts in the winter. The Columbia System 
regulates the takes of all of these affiliates, both winter and summer.’ United 
Fuel may be just as sure that it will not have to deliver to Ohio Fuel and 
Manufacturers any greater volumes of winter gas than are allotted to them by 
the Columbia System, as they are that the other three customers will not 
greatly exceed their summer takes of previous years. After all, the question 
here is one of price for gas sold and delivered, the amount of which is greatly 
affected by the agreed contract demand, and such price may be made highly 
discriminatory in favor of a customer if it does not reflect fairly and reasonably 
its planned maximum daily takes at any season of the year during the term 
of the service agreement in which the contract demand is fixed. 

The 1955 Contracts, hereinbefore discussed, were in effect on May 11, 1956 
the date of the G-2451 Order. It is contended by United Fuel that “it was the 
eontract demand (CD) rate schedule under which United, Ohio Fuel and 
Manufacturers had to negotiate ‘new contract quantities’ pursuant to the Com- 
mission’s rate form order of May 11, 1956.” There was nothing in the G—2451 
Order which required United Fuel to execute new service agreements with these 
two customers. Said order only “permitted” customer companies “to negotiate 
new contract quantities under the contract demand rate form.” There was no 


6 Portsmouth, not affiliated with the Columbia System, now has a contract demand of 
only 20,000 Mcf per day. 
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reason why United Fuel and these two customers, if they so desired, could not 
have continued their relations as seller and buyer, respectively, under the 1955 
Contracts. There is nothing in the G-2451 Order which may be construed logi- 
eally as abrogating the 1955 Contracts. They were validiy existing contracts 
for the sale of gas prior to the G—2451 Order, and they were only modified by 
it to the extent of substituting the CDS schedule for the LS schedule which 
was declared by it to be unlawful. Obviously, the main purpose for the execu- 
tion of the 1956 Contracts was to carry out the plans of the parties thereto 
and the Columbia System to sell very substantial volumes of gas, in excess of 
the new contract demands, under the AOS rate, hereinbefore discussed. 

The Commission’s order of September 12, 1956 contains the following: 


United Fuel’s present service agreements for sales to Ohio Fuel and 
Manufacturers, which carry a 20-year term expiring January 31, 1970 and 
effective thereafter on a year-to-year basis, provide for maximum delivery 
obligations and entitlements of 256,000 Mcf and 204,500 Mcf per day, re- 
spectively, under Rate Schedule LS-1 or any superseding rate schedule. 
Following the Commission’s decision on rate form in Docket Nos. G—2451, 
ete., In the Matter of United Fuel Gas Company, et al., issued May 11, 
1956, United Fuel filed, and the Commission accepted, notice of cancellation 
of Rate Schedule LS-1, effective from the date of that decision. Thus the 
foregoing “delivery obligations” under the LS-1 schedule became “contract 
demands” under the superseding CDS-1 rate schedule approved by the 
aforementioned decision. 


Commenting on its holding above that the “maximum delivery obligations” 
under the superseded LS became the “contract demands” under the CDS in 
the 1955 Contracts, by force of its G-2451 Order and the resulting cancellation 
of the LS, the Commission heid in its order of October 26, 1956 as follows: 


That recitation does not prejudge the propriety of the proposed changes 
in those “contract demands”, although, admittedly, the order questions 
the propriety of such change and simultaneously affords United Fuel an 
opportunity through public hearing to remove any doubts with respect 
thereto. Furthermore, that part of the order clearly indicates the billing 
basis applicable during the period of suspension. 


Thus it has been held in this proceeding by the Commission that the 1955 Con- 
tracts continued in effect after May 11, 1956, as valid service agreements changed 
only by substituting therein the “superseding” CDS schedule for the cancelled 
unlawful LS schedule. They would remain in effect until properly changed 
under the provisions of the Act. 

The Commission held in its order of October 26, 1956, for reasons therein 
assigned, that it had lawful authority to suspend the 1956 Contracts, as it did 
in its order of September 12, 1956. These orders of the Commission raise, as a 
major issue for decision here, the question of the propriety of the changes made 
in the contract demands in the 1956 Contracts. In referring to these changes in 
contract demands, the Commission stated in its order of October 26, 1956, that 
“to the extent that the suspended service agreements propose changes in the 
billing determinants for the sales to those two customers, such service agree- 
ments are integral parts of the rates or charges applicable to those sales.” For 
reasons hereinbefore given, it must be held that as such “integral parts of the 
rates or charges applicable” to sales of gas by United Fuel to Ohio Fuel and 
Manufacturers, under the CDS Rate Schedule pursuant to the Commission’s 
G-—2451 Order, the contract demands in the 1956 Contracts are unjust, unreason- 
able and discriminatory. The fixing of these contract demands in quantities 
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greatly below the actual deliveries planned at the time of the execution of the 
1956 Contracts to be made thereunder, is quite contrary to any fair concept of 
the operation of the two-part demand-commodity rate, and is directly in viola- 
tion of the Commission’s G—2451 Order that United Fuel’s CDS schedule be 
thenceforth “applied uniformly.” For these reasons the 1956 Contracts are held 
to be void and of no effect. 

Therefore, the 1955 Contracts, as amended by force of the G—2451 Order as 
hereinbefore explained, were the effective service agreements for the sale of gas 
by United Fuel to Ohio Fuel and Manufacturers on and after May 11, 1956, and 
they remain such until validly changed. During this period of effectiveness of 
the 1955 Contracts, the contract demands provided therein must be the basis 
for the determination of the respective monthly billing demands of Ohio Fuel 
and Manufacturers under the then effective Rate Schedule CDS-—1 of United 
Fuel. The commodity charge provided in said schedule must be charged in 
addition to the demand charge on all daily takes of gas up to the contract 
demand quantities. 

There is in evidence an exhibit presented by United Fuel which shows the 
actual daily deliveries of gas from May 11, 1956, to September 30, 1956, inclusive, 
by United Fuel to Ohio Fuel, Manufacturers, Seaboard, Central Kentucky, 
Portsmouth and Equitable Gas Company.® This exhibit shows that on no day in 
this period did Seaboard receive as much gas as its contract demand, and only 
on four of these days did it receive more than half of its contract demand. 
Nevertheless, throughout these warmer months, Seaboard paid a monthly de- 
mand charge which had to be based on no less than ninety percent of its contract 
demand of 584,900 Mcf per day. Central Kentucky did not receive its contract 
demand quantity on a single day during these warmer months, and on no such 
day did it receive as much as half thereof. But it paid a monthly demand charge 
based upon ninety percent of its contract demand of 469,000 Mcf per day. 
Portsmouth, likewise, did not have a delivery during these warmer montis of 
as much as one-half of its contract demand, but it paid a monthly demand 
charge on the basis of ninety percent of its contract demand of 19,000 Mcf. 

This exhibit shows that during the months of May, June and July, 1956 there 
were only two days upon which Ohio Fuel received deliveries from United Fuel 
of less than its effective contract demand of 256,000 Mcf. During August and 
September the takes in excess of said effective contract demand were not as 
numerous, and the average daily takes were 238,944 Mcf during August and 
248,078 in September. The evidence only shows the maximum daily delivery 
for the month of October which was 279,193 Mcf, which was the largest single 
daily delivery between May 11, 1956, and October 31, 1956. Thus the largest 
daily delivery made during the warmer months of 1956 to Ohio Fuel ran slightly 
in excess of nine percent more than Ohio Fuel’s effective contract demand. 
However, the average daily deliveries over this period were an even smaller 
percentage in excess of the effective contract demand. 

On only three days during the period from May 11 to September 30, 1956, did 
Manufacturers exceed its effective contract demand of 204,500 Mcf per day. 
However the largest delivery by United to it during the period here in question 
was 233,313 Mcf on October 23, 1956. Thus the takes by Manufacturers in 
excess of its effective contract demand were quite infrequent. Nevertheless, 
these excessive takes are to be regarded, from a rate standpoint exactly the 
same as the frequent excessive takes by Ohio Fuel. 

The AOS rate schedule of United is simply not applicable to regular daily 
deliveries of summer-storage gas according to plans for filling storage facilities 


* The deliveries to Equitable were exchange gas. 
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during the off-peak season. Its provisions indicate definitely that it was never 
intended to apply to any type of regular daily deliveries, especially in accordance 
with plans made well in advance of the deliveries. It is certain that the AOS 
rate schedule should not be used to give advantage to those with storage 
facilities over those who have none. If United Fuel’s Rate Schedule CDS-1 
is to be “applied uniformly” to all of its jurisdictional customers, the contract 
demands of Ohio Fuel and Manufacturers should be high enough to enable them 
to fill their storage facilities during the warmer months without receiving 
delivery on a single day of a volume of gas in excess of their respective contract 
demands. 

However, there is presented here a situation in which this directive of 
the Commission has already been violated, and it would appear from the 
evidence that there may be no recurrence of the violation. The testimony 
showed a plan of the Columbia System to allot greater quantities of United 
Fuel’s capacity to Ohio Fuel and Manufacturers during the winter peak space- 
heating period of 1957-58, upon the basis of which allotment new service 
agreements would be executed containing contract demands sufficiently large 
to cover any anticipated delivery on any day in the year. As a matter of fact, 
a new service agreement between United Fuel and Ohio Fuel, dated April 16, 1957, 
has been filed with the Commission and accepted by it to become effective 
May 1, 1957. This new agreement calls for a contract demand of 261,000 Mcf 
per day on and after May 1, 1957, and a contract demand of 300,000 Mcef 
per day on and after September 1, 1957. It is being assumed that there are 
no planned daily deliveries of gas for summer storage to Ohio Fuel prior 
to September 1, 1957 which exceed 261,000 Mcf; and that after September 1, 1957 
there will be no planned deliveries in excess of 300,000 Mcf per day. Any planned 
excess of these contract demands in deliveries to Ohio Fuel, under the AOS 
rate schedule, would be a direct violation of the Commission’s G—2451 Order. 

No new service agreement between United Fuel and Manufacturers has been 
filed with the Commission during 1957. Therefore, consistent with this decision, 
the 1955 Contract between United Fuel and Manufacturers is still effective, and 
the contract demand provided for therein is 204,500 Mcf per day. It is being 
assumed that no planned daily deliveries of gas for summer storage have been 
made, or are anticipated to be made, to Manufacturers by United Fuel during 
1957 which are in excess of 204,500 Mcf. 

The planned daily deliveries of gas for summer storage during the warmer 
months of 1956, must be billed to Ohio Fuel and Manufacturers under United 
TFuel’s Rate Schedule CDS-1, with contract demands of 256,000 and 204,500 Mcf 
per day, respectively, for these two customers. This was the one legal rate 
schedule on file with the Commission which could have been applied in said 
period of 1956 to the sales of the substantial volumes of gas then delivered to 
these companies for summer storage according to plan. It remains as the one 
rate schedule under which the sales of substantial quantities of gas may be 
made by United Fuel to any of its jurisdictional customers, as directed in the 
Commission’s G—2451 Order. 

However, under the circumstances herein related, it would work considerable 
hardship financially upon Manufacturers, and particularly upon Ohio Fuel, to 
require that they pay the penalty prices, provided in United Fuel’s Rate 
Schedule CDS-1, for all “Excess Takes” of gas, during the warmer months 
of 1956, above their respective contract demands fixed in the 1955 Contracts. 
United Fuel consented, according to the evidence, to every daily take of gas by 
Ohio Fuel and Manufacturers during that period, and agreed that it should be 
paid for under its Rate Schedule AOS. The excess takes above contract 
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demands, during this period, were relatively insubstantial when considered in 
relation to the contract demand quantities of the 1955 Contracts. It appears 
that the best solution of the situation here presented is to permit Ohio Fuel 
and Manufacturers to be billed under United Fuel’s Rate Schedule AOS for 
all excess takes of gas, during the period from May 11, 1956 to October 31, 1956, 
above their respective contract demands of 256,000 and 204,500 Mcf per day. 
It must be clearly understood that this permission is not to be regarded as a 
precedent, nor as in any way extending the limits of the applicability of United 
Fuel’s Rate Schedule AOS beyond those herein specified. 

While permission is given to apply the AOS rate schedule to takes of gas 
by Ohio Fuel and Manufacturers in excess of the contract demands provided 
in the 1955 Contracts, during the period from May 11, 1956 to October 31, 1956, 
for the reasons given above, it must be kept in mind that the 1955 Contracts 
continue as the effective service agreements between the parties thereto until 
validly superseded in accordance with the Act and the Commission’s Rules. 
The 1955 Contracts were not superseded: by the 1956 Contracts which; are found 
herein to be unjust, unreasonable and discriminatory and hence unlawful. There- 
fore, the 1955 Contract between United Fuel and Ohio Fuel was effective until 
May 1, 1957, when it was superseded by the new service ‘agreement between 
these parties, dated April 16, 1957, filed with,.and accepted’ by, the Commission 
as hereinbefore shown. The 1955 Contract, between United Fuel and Manu- 
facturers remains in effect, due to the fact that it has not been superseded by any 
lawful service agreement between these parties which has been filed with, and 
accepted by, the Commission. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion as provided in the Commission’s Rules of Practice and 
Procedure, that: ; 

(A) United Fuel shall bill Ohio Fuel and Manufacturers for all gas delivered 
to said two jurisdictional customers during the period from May 11, 1956 to 
October 31, 1956, inclusive, under its then effective Rate Schedule CDS-1 for 
all daily deliveries up to their respective contract demands of 256,000 Mcf per 
day and 204,500 Mcf per day, and under its then effective Rate Schedule AOS 
for all daily excess takes above said respective contract demands. 

(B) United Fuel shall bill Ohio Fuel for all gas delivered to it between Novem- 
ber 1, 1956 and April 30, 1957, inclusive, under its then effective Rate Schedule 
CDS-1 for al daily deliveries up to the contract demand of 256,000 Mcf per day, 
and under its then effective Rate Schedule AOS for all daily takes above said 
contract demand, where the Rate Schedule AOS is applicable to such takes 
within the meaning of this decision. 

(C) United Fuel shall bill Manufacturers for all gas delivered to it on and 
after November 1, 1956 under its effective Rate Schedule CDS-1 for all daily 
deliveries up to the contract demand of 204,500 Mcf per day, and under its 
effective Rate Schedule AOS for all daily takes above said contract demand, 
where the Rate Schedule AOS is applicable to such takes within the meaning 
of this decision. 

(D) The 1956 Contracts between United Fuel and Ohio Fuel and Manufac- 
turers, respectively, are hereby cancelled and declared td be void and of no 
effect. ; 

(E) The 1955 Contract between United Fuel and Ohio Fuel, as amended by 
the Commission’s G—-2451 Order of May 11, 1956, is hereby declared to be the 
effective service agreement between said parties from May 11, 1956 to April 30, 
1957, inclusive. 
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(F) The 1955 Contract between United Fuel and Manufacturers, as amended 
by the G—2451 Order of the Commission of May 11, 1956, is hereby declared to 
be the effective service agreement between said parties from May 11, 1956 until 
validly changed in accordance with the Act and the Commission’s Rules. 


DANIEL J. KELLY, 
Presiding Examiner. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Dig- 
by, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G-9927 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 7, 1958) 


United Gas Pipe Line Company (Applicant), a Delaware corporation, with 
its principal place of business in Shreveport, Louisiana, filed on January 26, 1956, 
an application for a certificate of public convenience and necessity, pursuant to 
Section 7 of the Natural Gas Act to construct and operate 9.4 miles of 4-inch 
pipeline and appurtenant facilities to supply natural gas to the City of Newton, 
Newton County, Texas, for resale. The sale is to be made pursuant to a contract 
dated July 3, 1957. The maximum daily contract volume of natural gas under 
the contract referred to is 2,000 Mcf. The small volumes of gas required will 
not materially affect Applicant’s gas reserves. 

Temporary authorization to construct and operate the facilities proposed in 
its application herein was granted to Applicant on July 8, 1957. 

The estimated cost of the proposed facilities is $124,000, which will be financed 
out of currently available funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
February 27, 1958, respecting the matters involved in and the issues presented 
by the application herein. No petitions to intervene or protests to the grant- 
ing of the application has been received. Staff counsel moved orally at the hear- 
ing that the intermediate decision procedure be omitted and that the Commis- 
sion render a decision pursuant to Section 1.30 (c) (1) of its Rules of Practice 
and Procedure. 





































The Commission finds: 





(1) Applicant, United Gas Pipe Line Company, a Delaware corporation, 
having its principal place of business in Shreveport, Louisiana, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of June 22, 1956, In the Matter of United Gas Pipe 
Line Company, Docket No. G—10126, 15 FPC 1577. 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication herein, are proposed to be used in the transportation and sale of 
natural gas in interstate commerce for resale, subject to the jurisdiction of the 
Commission, as integral parts of Applicant’s existing pipeline system, and the 
construction and operation thereof by Applicant are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The volumes of gas to be made available to Applicant appear to be reason- 
ably adequate to warrant the construction proposed. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 
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(5) The construction and operation of the proposed facilities and the sale 
by Applicant are required by the public convenience and necessity, and a cer- 
tificate therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (ce) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act (18 
CFR 157.20) should attach to the certificate hereinafter issued to United Gas 
Pipe Line Company, and to the exercise of the rights granted thereunder, and 
the time within which construction of the facilities authorized by this order 
shall be completed and in actual operation should be fixed at 6 months from the 
date on which this order issues. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.30 (c) (1) 
of the Commission’s Rules of Practice and Procedure. 














The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing United Gas Pipe Line Company to construct and 
operate the facilities hereinbefore described, all as more fully described in its 
application in this proceeding and the exhibits appended thereto, for the trans- 
portation and sale of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (ec) (4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be com- 
pleted and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at 6 months from the date on which this order issues. 

(D) Applicant shall make the proposed sale and render the proposed service 
to the City of Newton for resale in Newton, Texas, under Applicant’s presently 
effective Rate Schedule G—C of its FPC Gas Tariff, First Revised Volume No. 1, 
as proposed, or any effective superseding rate schedule to such tariff applicable 
to such sale, and pursuant to a service agreement in the form provided in the 
said tariff. 

























Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. 
Digby, William R. Connole and Arthur Kline. 







GRAEAGLE LUMBER COMPANY AND PLACERVILLE LUMBER 
COMPANY, PROJECT NO. 1302 









ORDER APPROVING TRANSFER OF LICENSE (MAJOR) 


(Issued March 7, 1958) 







Joint application was filed January 30, 1958 by Graeagle Lumber Company, 
licensee for major Project No. 1302, and Placerville Lumber Company, of 
Placerville, California, for approval of transfer of the license for the project 
from the former to the latter. 

The project is located on Long Lake and Gray Eagle Creek and affects lands 
of the United States within the Plumas National Forest in Plumas County, 
California. 
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On July 25, 1935, the Commission issued a license to the California Fruit 
Exchange for a period of 25 years for Project No. 1302 which was then a minor 
project of not more than 100 horsepower installed capacity. On August 4, 
1936, the then licensee filed application to amend its license to include as a part 
of the project a proposed storage development at the outlet of Long Lake, 
located on the headwaters of Gray Eagle Creek, thereby increasing the power 
capacity of the project from 89 horsepower to 205 horsepower. The increase 
in the installed horsepower capacity of the project changed its classification 
under the Federal Power Act from a minor to a major project—over 100 horse- 
power installed capacity. . Consequently, by order issued April 12, 1938, the 
Commission revoked the license for the minor project and issued a new license 
for a period of 50 years from July 25, 1935 for Project No. 1302 as a major 
project. .The Commission approved transfer of the license for the project to 
Graeagle Lumber, Company, effective as of December. 2,..1941. 

The joint applicants request that approval of the transfer be made effective 
as of the date of conveyance of the project properties. 





The Commission finds: 


Approval of transfer of the license for Project No. 1302 to Placerville Lumber 


Company, as hereinafter provided, will not be inconsistent with the public 
interest. . 


The Commiission orders: 





(A) The transfer of the license for major Project No. 1302 from Graeagle 
Lumber Company to Placerville Lumber Company is approved, effective as of 
the date of conveyance of the project properties, and subject to Section 9.3 
of the Commission’s Regulations under the Federal Power Act, provided that 
the transferee shall be subject to all the conditions and obligations of the license 
and to all the proyisions of the’ Act to the same extent as though it were the 
original licensee; and provided further, that in effecting the transfer neither 
the expenditures on account of the project nor the net investment therein shall 
be increased on account of the transfer. 

(B) This approval of transfer of license is subject to the further condition 
that within 60 days from the issuance of this order, Placerville Lumber Company 
shall advise the Commission, in writing, the date of conveyance to it of the 
project properties of Project No. 1302. 















Before Commissioners: Frederick Stueck, 
Digby, William R. Connole and Arthur Kline. 


Seaborn L. 





Acting Chairman; 





NORTHERN STATES POWER COMPANY, PROJECT NO. 





2056 














ORDER APPROVING EXHIBIT 


(Issued March 7, 1958) 








Northern States Power Company, licensee for major Project No. 2056, on 
November 18, 1957, filed for Commission approval revised Exhibit K (FPC Nos. 
2056-13 and -14) to supersede Exhibit K (FPC Nos. 2056-4 to -7, inclusive) 
in compliance with Article 29 of the license, as amended, for the project. 

The revised Exhibit K shows the project boundary of lands occupied by the 
project works. Exhibit F, also filed on November 18, 1957, by the licensee, 
shows the right of use of those project lands. 
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The Commission finds: 


The above-described revised Exhibit K conforms to the Commission’s rules 
and regulations and should be approved as part of the license for the project, 
and the superseded Exhibit K now part of the license for the project should 
be eliminated from the license, it being unnecessary for the above-described 
Exhibit F to be approved as part of the license. 

The Commission orders: 

(A) The above-described revised Exhibit K (FPC Nos. 2056-13 and -14) is 
approved as part of the license for Project No. 2056, and superseded Exhibit K 
(FPC Nos. 2056-4 to -7, inclusive) now part of the license for the project is 
eliminated from the license. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. 
Digby, William R. Connole and Arthur Kline. 
PACIFIC GAS AND ELECTRIC COMPANY, PROJECT NO. 2130 
ORDER AMENDING LICENSE (MAJOR) 


(Issued March 7, 1958) 


Application was filed November 4, 1957 by Pacific Gas and Electric Company, 
licensee for major Project No. 2130, for amendment of its license to eliminate 


therefrom the transmission line from Spring Gap powerhouse to Stanislaus 
powerhouse. The licensee also filed for Commission approval revised Exhibits 
J, K, and L to supersede certain drawings now part of the license, and requested 
that the Commission staff make minor revisions to certain Exhibit K maps now 
part of the license to show deletion of the Spring Gap-Stanislaus transmission 
line and to show the removal of a 17-kv line from the switchyard at Spring Gap 
to the hoist house at top of the tramway at Spring Gap. 

The effects of the amendment and approval of the revised exhibits would be 
to decrease the area of lands of the United States within the Stanislaus Na- 
tional Forest occupied by the transmission line (a right-of-way 40 feet wide and 
about 13 miles long) and to eliminate from the license any charge for the use 
of lands of the United States for transmission line right-of-way. 

The licensee advises that: abandonment of the Spring Gap-Stanislaus line 
Was necessary because of extensive maintenance and major reconstruction 
necessary to keep the line in operation; energy from Spring Gap development 
of Project No. 2130 is transmitted over the licensee’s transmission line under 
license aS Project No. 2118, which line also transmits energy from Project No. 
2005; the capacity of transmission line Project No. 2118 is adequate to handle 
the output of Projects Nos. 2130 and 2005; and that the 17-kv line was removed 
because a non-project line is now connected to the hoist and serves about ten 
times as much non-project distribution load as project load. 

The U. S. Forest Service, by letter dated January 14, 1958, has reported that 
the lands of the United States within the Stanislaus National Forest formerly 
occupied by the Spring Gap-Stanislaus line has been restored to a satisfactory 
condition and recommends that the amendment be granted. 
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The Commission finds: 


(1) The license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the Stanislaus National Forest was 
created or acquired and will not alter any of the basic facts upon which the 
license was issued. 

2) The following exhibits filed as part of the application conform to the 
Commission’s rules and regulations and should be approved as part of the 
license for the project: 

Evhibit J: Sheet 1C (FPC No. 2130-28) superseding (FPC No. 2130-12) ; 

Exhibit K: Sheet 5C (FPC No. 2130-29) superseding (FPC No. 2130-17); 
Sheet 6C (FPC No. 2130-30) superseding (FPC No. 2130-18) ; Sheet 7C (FPC 
No. 2130-31) superseding (FPC No. 2130-19); Sheet 8C (FPC No. 2130-32) 
superseding (FPC No. 2130-20); Sheet 9C (FPC No. 2130-33) superseding 
(FPC No. 2130-21); Sheet 10C (FPC No. 2130-34) superseding (FPC No. 
2130-22) ; 

Evhibit L: Sheet 4 (FPC No. 2130-35) superseding (FPC No. 2130-4) ; and 
Sheet 6 (FPC No. 2130-36) superseding (FPC No. 2130-7) 
and the superseded exhibits should be eliminated from the license for the project. 

(3) Exhibit K, Sheets 1, 2A, 3, and 7 (FPC Nos. 2130-13, —14, —-15, and -23, 
respectively), now part of the license, and revised by Commission staff as re- 
quested by the licensee, conform to the Commission’s rules and regulations and 
should be approved as part of the license for the project. 


The Commission orders: 


(A) The exhibits described above as conforming with the Commission’s rules 
and regulations are approved as part of the license for Project No. 2130, and 
the exhibits described above as being superseded are eliminated from the license 
for the project. 

(B) The license for Project No. 2130 is amended, effective as of January 1, 
1958, as follows: 

Paragraph I. Paragraph (a) of the license is amended by: 

(i) Including therein the following exhibits: 

Exhibit J, Sheet 1C (FPC No. 2130-28); Exhibit K, Sheets 5C to 10C, in- 
clusive (FPC Nos. 2130-29 to -34, inclusive) ; and Exhibit L, Sheets 4 and 
6 (FPC Nos. 2130-35 and -36) all of which have been revised to show deletion 
of the 110 kv transmission line ; 

Exhibit K, Sheets 1, 2A, 3, and 7 (FPC Nos. 2130-13, -14, -15, and -23) as 
revised by the Commission staff; and 

(ii) Excluding therefrom superseded Exhibit J, Sheet 1C (FPC No. 2130-12) ; 
and Exhibit K, Sheets 5C to 10C, inclusive. 

Paragraph II. Paragraph (b) 1. of the license is amended by eliminating 
from the description therein of the project works comprising the Spring Gap 
development, the Spring Gap-Stanislaus transmission line, which is described 
therein as “a 110 kv single circuit pole line about 11 miles long extending from 
the powerhouse to the Stanislaus powerhouse ;”. 

Paragraph III. Paragraph (b) 3. of the license is amended by eliminating 
therefrom superseded Exhibit L, Sheets 4 and 6 (FPC Nos. 2130-4 and -7). 

Paragraph IV. Article 24 of the license is amended by eliminating therefrom 
subparagraph (iii). 

(C) This amendment in the manner set out above shall not operate to alter 
or amend the license for Project No. 2130 in any other respect and shall not 


in any way constitute a waiver of any other part, provision or condition of 
the license. 
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(D) This order shall become final thirty (30) days from the date of its 
issuance unless application for rehearing shall be filed as provided in Section 
313 (a) of the Federal Power Act, and failure to file such an application shall 
constitute acceptance of this amendment of license. In acknowledgement of the 
acceptance of this amendment of license, this instrument shall be signed for 
the licensee and returned to the Commission within sixty (60) days from the 
date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


COLORADO INTERSTATE GAS COMPANY, DOCKET NO. G-10029 
PACIFIC NORTHWEST PIPELINE CORPORATION DOCKET NO. G—10038 
EL PASO NATURAL GAS COMPANY, DOCKET NO. G—10088 


ORDER AMENDING ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECES- 
SITY AND ACCEPTING REVISED TARIFF SHEETS 


(Issued March 12, 1958) 


Colorado Interstate Gas Company (Colorado Interstate), Pacific Northwest 
Pipeline Corporation (Pacific), and El Paso Natural Gas Company (El Paso), 
hereinafter sometimes collectively referred to as Petitioners, filed in Docket 
No. G—10029 on December 3, 1957, in Docket No. G—10088 on December 20, 1957, 
and in Docket No. G—10088 on December 9, 1957, respectively, separate petitions 
requesting the Commission to amend the certificates of public convenience and 
necessity heretofore granted Petitioners in the above-captioned consolidated 
proceeding by order issued on September 5, 1956, 16 F. P. C. 912, as amended by 
order issued on May 15, 1957, 17 F. P. C. 705, as corrected May 21, 1957, and 
further amended by notice issued on June 14, 1957. 

The aforesaid orders issued certificates of public convenience and necessity 
authorizing, in general, a sale of gas by Colorado Interstate to El Paso, a sale 
subsequent thereto of a like amount of gas by El Paso to Colorado Interstate, and 
the transportation and delivery of such gas to El Paso and Colorado Interstate, 
respectively, by Pacific. These arrangements are set forth in detail in a letter 
agreement between Colorado Interstate and El Paso, dated January 23, 1956, and 
are filed as Colorado Interstate’s Rate Schedule X-5, FPC Gas Tariff, Third 
Revised Volume No. 2, respectively. 

Petitioners seek to have their certificates amended so as to authorize: 

(1) An extension of three months, from December 31, 1957 to March 31, 1958, 
in the terminal date of deliveries by Colorado to El Paso and to permit deliveries 
of a maximum of 70,000 Mcf per day during such three month period (in lieu 
of 80,000 Mcf per day). 

(2) A deferral of one year in the commencement date of the pay-back period 
by El Paso so that such pay-back shall commence on January 1, 1959 instead 
of January 1, 1958. 

(3) Pacific to transport and deliver the volumes of gas in accordance with the 
requested change in the period and volume of said deliveries and redeliveries. 

Colorado Interstate states that it has been notified by El Paso that the latter 
is urgently in need of additional volumes of gas during the first part of 1958 from 
sources other than its normal fields of supply and accordingly requested an ex- 
tension of the exchange agreement referred to above. Colorado Interstate states 
that it does have surplus gas available and is willing to extend said agreement. 


554728—61 23 
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El Paso states that it will use such gas to supplement other sources of supplies 
available to it in meeting the demands on its system. 

On December 26, 1957, a telegram was sent to Colorado Interstate extending 
the time for its deliveries to El Paso until March 31, 1958. 

On December 3, 1957, Colorado Interstate filed its Second Revised Sheets Nos. 
13y and 13z (Revision to Rate Schedule X-5) to its FPC Gas Tariff, Original 
Volume No. 1 and on December 10, 1957, El Paso filed its Second Revised Sheet 
No. 3 and First Revised Sheet No. 4 (Revision to Rate Schedule X-4) to its FPC 
Gas Tariff, Third Revised Volume No. 2. These filings cover the proposed 
changes in the gas exchange agreement referred to above. 


The Commission finds: 


(1) It is necessary or appropriate to carry out the provisions of the Natural 
Gas Act that the certificates of public convenience and necessity heretofore 
granted In the Matters of Colorado Interstate Gas Company, et al., Docket No. 
G—10029, et al., by order issued on September 5, 1956, as amended May 15, May 
21, and June 14, 1957, be further amended so as to authorize the aforesaid 
changes in the acts, operations, sales, or services heretofore authorized by the 
Commission. 

(2) Good cause having been shown therefor, Colorado Interstate should be 
permitted to file its Second Revised Sheets Nos. 13y and 13z to Rate Schdule 
X-5 of its FPC Gas Tariff, Original Volume No. 1 and said sheets should be 
accepted for filing to become effective January 1, 1958. 

(3) Good cause having been shown therefor, El Paso should be permitted to 
file its Second Revised Sheet No. 3 and First Revised Sheet No. 4 to Rate 
Schedule X-4 of its FPC Gas Tariff, Third Revised Volume No. 2 and said sheets 
should be accepted for filing to become effective January 1, 1958. 


The Commission orders: 


(A) The certificates referred to in Finding (1) hereof be and the same hereby 
are appropriately amended to the extent requested by the Petitioners. 

(B) The filings referred to in Findings (2) and (3) hereof be and the same 
hereby are permitted and accepted to become effective as set forth therein. 

(C) In all other respects the order issued September 5, 1956, as amended and 
corrected is unchanged. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PACIFIC GAS AND ELECTRIC COMPANY, DOCKET NO. E-6800 
ORDER AUTHORIZING ACQUISITION AND MERGER OR CONSOLIDATION OF FACILITIES 


(Issued March 13, 1958) 


Pacific Gas and Electric Company (Pacific), incorporated under the laws of 
the State of California and qualified to do business in that State, with its prin- 
cipal place of business in San Francisco, California, filed an application on 
February 4, 1958, as supplemented February 24, 1958, for an order, pursuant to 
Section 203 of the Federal Power Act, authorizing it to acquire and merge or 
eonsolidate with its own facilities all of the facilities of Sacramento River 
Farms, Ltd. (Sacramento), also incorporated under the laws of the State of 
California and doing business in that State, with its principal place of business 
in Somis, California. 
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Pacific proposes to acquire all of Sacramento’s electric and water properties in 
accordance with a contract dated September 27, 1957, between it and Sacramento, 
which stipulates a purchase price of $63,000,? subject to closing adjustments. 

The electric facilities that Pacific proposes to purchase consist principally of a 
2.4 kv wood pole distribution system serving about 235 customers in the un- 
incorporated community of Hamilton City, California. Sacramento’s service 
area is a limited one, completely surrounded by that of Pacific from which it 
purchases its entire amount of electric energy requirements. Upon completion 
of the transactions here contemplated, Pacific states that it will continue to use 
the above-described facilities to serve the public in the area now served by 
Sacramento. 

Pacific is engaged chiefly? in furnishing electric and gas service throughout 
most of northern and central California, a territory with a population of ap- 
proximately 6,250,000. It owns and operates 58 hydro-electric and 14 steam- 
electric generating stations, and approximately 12,400 circuit miles of inter- 
connected transmission lines operating at 60 kv or higher. 

As of December 31, 1956, the excess of Pacific’s consideration, over the amount 
of Sacramento’s net assets to be purchased would have created an acquisition 
adjustment of $301. The application indicates that Pacific will account for the 
proposed transactions in accordance with the Commission’s Uniform System 
of Accounts, and that any acquisition adjustment created thereby will be 
charged to Earned Surplus. 

Pacific represents that the proposed acquisition and merger of facilities will 
be in the public interest inasmuch as customers of Sacramento will receive 
direct service for the supply of electric energy and Sacramento’s properties 
will become an integrated part of the much larger service area of Pacific, which 
by virtue of its large financial resources and utility organization, can assure 
more adequate and reliable service in the territory involved. 

Written notice of the application has been given to the California Public 
Utilities Commission and to the Governor of that State. Notice of the applica- 
tion was also published in the Federal Register on February 15, 1958 (23 F. R. 
1019-20), stating that any person desiring to be heard or to make any protest 
with reference to said application should on or before February 28, 1958, file 
with the Federal Power Commission, Washington 25, D. C., petitions or protests. 
No petition or protest or request to be heard in opposition to the granting of 
the application has been received. 

The California Public Utilities Commission, in an order dated February 18, 
1958, authorized Pacific to consummate the proposed transactions in the manner 
described above. 


The Commission finds: 


(1) Pacific is a corporation organized and existing under the laws of the 
State of California. It owns and operates facilities, among others, for the 
transmission and sale at wholesale for resale of electric energy which is trans- 
mitted among the States of California, Oregon, and Nevada, and consumed at 
points outside the State in which it is generated, all of which facilities are in 
addition to and do not include facilities used for the generation of electric energy 
or facilities used in local distribution or only for the transmission of electric 
energy in intrastate commerce, or facilities for the transmission of electric energy 


1 Pacific represents that the original cost of the electric facilities to be purchased, as 
supplemented by the cost of certain additions and betterments thereto and by proper 
allocation of the cost of Sacramento’s common utility plant, will exceed $50,000. 

2 Pacific also operates as a water and steam heating utility in California. 





328 FEDERAL POWER COMMISSION 


consumed wholly by the transmitter; and Pacific is, therefore, a public utility 
within the meaning of that term as used in Section 201 of the Federal Power Act. 

(2) By the proposed transactions, as described above, Pacific will acquire 
and merge or consolidate its facilities subject to the jurisdiction of the Com- 
mission with those of Sacramento, another person within the meaning and 
subject to the requirements of Section 203 of the Act. 

(3) The proposed acquisition and merger or consolidation of the facilities 
of Sacramento with its own facilities by Pacific will be consistent with the public 
interest for the reasons as set forth in the recital above. 

(4) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed acquisition and merger or consolidation of the facilities 
of Sacramento with those of its own by Pacific, as described above, is authorized 
and approved upon the terms and conditions as set forth in the application, 
subject to the provisions of this order. 

(B) Pacific shall account for the proposed transaction in accordance with 
the provisions of this Commission’s Uniform System of Accounts Prescribed 
for Public Utilities and Licensees; and Pacific shall dispose of any amount 
determined to be properly classifiable in Account 100.5, Electric Plant Acquisition 
Adjustments, by a charge to Account 271, Earned Surplus. 

(C) This authorization shall expire unless the transactions herein authorized 
are consummated within 90 days from the issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which is now pending or may come before this Commission, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


COMMUNITY PUBLIC SERVICE COMPANY, DOCKET NO. E-6801 
ORDER AUTHORIZING ISSUANCE OF PROMISSORY NOTES 
(Issued March 14, 1958) 


Community Public Service Company (Applicant), incorporated under the laws 
of the State of Delaware, and doing business as a qualified foreign corporation 
in the States of Texas and New Mexico, with its principal place of business at 
Fort Worth, Texas, filed an application on February 10, 1958, with an amend- 
ment thereto on March 3, 1958, for authority, pursuant to Section 204 of the 
Federal Power Act, to issue short-term unsecured Promissory Notes in the 
maximum principal amount of $3,000,000 outstanding at any one time. 

The proposed Notes will be issued at various times on or before December 
31, 1958, and the maturity of each Note will not exceed 120 days from its date 
of issue. They will be issued as original Notes or in renewal of Notes hereto- 
fore issued or to be issued hereafter.. The proposed Notes are to be issued to 


1 Applicant has $1,000,000 principal amount of outstanding short-term Promissory Notes 
for which certificates of notification have been filed pursuant to Section 204 (e) of the 
Federal Power Act. Some or all of those Notes may be renewed by Applicant at the 
maturity thereof which will be prior to December 31, 1958. 
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Fort Worth, Texas, banking institutions to evidence loans. Bach of the proposed 
Notes will be dated as of the date of the borrowing which it evidences and will 
bear interest at the prime rate in effect in Forth Worth at the time of issuance. 

According to the application, the Promissory Notes will be issued to the lend- 
ing banks for investment purposes and not for resale. No finder’s fee or other 
fee will be paid to any third person in connection with the Notes. 

The application indicates that the proceeds to be obtained from the proposed 
issuance of Notes will be used to provide funds to reimburse Applicant’s 
treasury for construction expenditures heretofore incurred and to carry on 
Applicant’s 1958 construction program. Applicant states that additions t¢ 
its electric plant during 1957 totaled approximately $3,778,465. Distribution 
facilities accounted for approximately 80% of this amount. Information on 
file with the Commission shows completion of construction in 1957 of 8.30 miles 
of a 115-kv transmission line connecting Applicant’s facilities at Alamogordo, 
New Mexico, with the facilities of El Paso Electric Company, which sells 
electric energy to Applicant. In 1958, according to Applicant’s estimates, 
$3,738,000 will be required for additions to its electric plant, with approximately 
77.5% of this sum being allocated to distribution facilities. Information fur- 
nished by the Applicant shows a growing load, its retail sales of electric energy 
increasing 15.4% in 1955 and 17.1% in 1956, while its average number of retail 
customers was 74,480 in 1956 as compared with 68,028 in 1954. 

Applicant states that the proposed short-term bank loans are to be utilized 
for its current construction program until arrangements for permanent financing 
can be completed. 

Written notice of the application has been given to the Railroad Commission 
of Texas and to the Public Service Commission of New Mexico and to the 
Governor of each of those States. Notice of the application has also been given 
by publication in the Federal Register on February 21, 1958 (23 F. R. 1125), 
stating that any person desiring to be heard or to make any protest with refer- 
ence to said application should on or before March 10, 1958, file with the Federal 
Power Commission, Washington 25, D. C., petitions or protests. No petition 
or protest or request to be heard in opposition to the granting of the applica- 
tion has been received. 


The Commission finds: 


(1) Applicant, a Delaware corporation, owns and operates facilities which 
are used for the transmission of electric energy generated in Oklahoma and 
consumed in Texas, all of which facilities are in addition to and do not include 
facilities used for the generation of electric energy or facilities used in local 
distribution or only for the transmission of electric energy in intrastate com- 
merce, or facilities for the transmission of electric energy consumed wholly by 
the transmitter, and Applicant is, therefore, a public utility within the meaning 
of that term as used in Section 201 of the Federal Power Act. 

(2) The proposed issuance of Promissory Notes, described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) The proposed issuance of Promissory Notes, described above, will be 
in excess of 5% of the par value of the other securities of the Applicant now 
outstanding and, therefore, will not be exempt by virtue of Section 204 (e) 
of the Act from the requirements of Section 204 (a) of the Act. 

(4) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission 
within the meaning of Section 204 (f) of the Act, and the proposed issuance 
of Promissory Notes, described above, is, therefore not exempt by virtue of that 
Section from the requirements of Section 204 of the Act. 
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(5) The proposed issuance of Promissory Notes, described above, will be 
exempt from the competitive bidding requirements of Section 34.1la of the 
Commission’s Regulations under the Federal Power Act by reason of Sec- 
tion 34.1a (a) (2) thereof. 

(6) The proposed issuance of Promissory Notes, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by the Applicant of service as a public utility 
and which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 


The Commission orders: 


(A) The proposed issuance by Applicant of Promissory Notes, whether original 
or renewal Notes, in the maximum principal amount of $3,000,000 outstanding 
at any one time including as a part of that maximum principal amount all 
Promissory Notes of Applicant outstanding as of the date of issuance of this 
order, upon the terms and conditions and for the purposes set forth in the 
application, all as described above, is authorized subject to the provisions of 
this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated on or before December 31, 1958. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of costs, or any other matter 
whatsoever now pending or which may come before this Commission or any 
other regulatory body. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SOUTHERN NATURAL GAS COMPANY, ET AL., DOCKET NO. G-13203, 
ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued March 17, 1958) 


Southern Natural Gas Company (Southern Natural), a Delaware corporation, 
with its principal place of business in Birmingham, Alabama, filed on Septem- 
ber 3, 1957, together with an amendment thereto on September 19, 1957, an appli- 
cation for a certificate of public convenience and necessity in Docket No. G—13203, 
pursuant to Section 7 of the Natural Gas Act, for authorization to construct 
and operate certain natural gas pipeline facilities as integral parts of its existing 
pipeline systems and described as follows: 

(1) 20.6 miles of 6% inch pipeline connecting Eloi Bay and Point Comfort gas 
fields to its proposed Lake Campo-Lake Fortuna pipeline.’ Also 24.7 miles of 


*Omitted portions of this order relate to the issuance of independent producer 
certificates. 

2The 20.6 miles of pipeline over the route proposed will obviate the necessity of con- 
struction of 31.8 miles of the 65¢ inch line which was authorized In the Matter of Southern 
Natural Gas Company, Docket No. G—12142, at an estimated cost of $1,972,080. 
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varying sized pipelines ranging in sizes from 6% to 12% inches in diameter. The 
estimated costs of all the said pipeline construction is $3,222,273. 

(2) 2000 horsepower of compressor installation at the Toca Station, the cost 
of which is $631,300. Also a 660 horsepower compressor at the Franklin Tap 
Station at an estimated cost of $211,100. 

(3) 6 measuring stations at a total estimated cost of $69,000. 

All of the above described facilities are to be used and operated in conjunction 
with and as parts of Southern Natural’s gas pipeline system and the natural 
gas to be transported through the system by the operation of the said facilities 
will be resold to existing customers in interstate commerce for ultimate distribu- 
tion for domestic, commercial and other uses. 

x * * * * * * 


The gas supply which will become available by virtue of the operations of the 
proposed facilities by Southern Natural is reasonably adequate to justify the 
construction of the proposed facilities. 

The gas purchase contracts which Southern Natural have negotiated with each 
of the Independent Producers above named as Applicants are on file with the 
Commission. 

Southern Natural will take delivery of the gas to be taken from the producers 
in the fields and will transport it commingled with its other gas supplies for 
resale in other States. No additional markets are proposed to be served by the 
facilities to be constructed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 4, 1958, respecting the matters involved in and the issues presented by 
the applications. No petitions to intervene or protests to the granting of the 
applications have been received. Staff counsel moved at the hearing that the 
intermediate decision procedure be omitted and the Commission render a deci- 
sion pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicant, Southern Natural Gas Company, a Delaware corporation, with 
its principal place of business in Birmingham, Alabama, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission. 

(2) The facilities hereinbefore described, as more fully described in Southern 
Natural’s application, are proposed to be used in the transportation and sale 
of natural gas in interstate commerce for resale, subject to the jurisdiction of 
the Commission, as integral parts of Southern Natural’s existing pipeline system, 
and the construction and operation thereof by Southern Natural are subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 


*” * * * * * * 


(5) All Applicants named hereinbefore are able and willing properly to do 
the acts and perform the services proposed and to conform to the provisions 
of the Natural Gas Act, and the requirements, rules and regulations of the 
Commission hereunder. 

(6) The proposed construction and operation of the facilities by Southern 
Natural, and the proposed sales of natural gas by the other Applicants named 
hereinabove together with the operation of any facilities subject to the juris- 
diction of the Commission necessary therefor, are required by the public con- 
venience and necessity, and certificates therefor should be issued as hereinafter 
ordered and conditioned. 
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(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c), (3), (c), (4) and (e) of Sec- 
tion 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificates issued to Southern Natural and to the 
exercise of the rights granted thereunder and that the time within which con- 
struction of the facilities authorized by this order shall be completed and in 
actual operation should be fixed at six months from the date of issuance of this 
order. 

(8) The request by Staff counsel during the hearing for the omission of the 
intermediate decision procedure, Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted, pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Southern Natural to construct and operate the 
facilities hereinbefore described, all as more fully described in its application 
in this proceeding and the exhibits appended thereto, for the transportation and 
sale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 
* 





* e 





~ a . 

(C) The certificate issued to Southern Natural shall be accepted in writing, 
and under oath, by a responsible official of Southern Natural and the general 
terms and conditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and 
(e) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
shall attach to the issuance of the certificate granted in paragraph (A) hereof, 
and to the exercise of the rights granted thereunder. 
+ 








* * * * 
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(E) The time within which the facilities hereby authorized to Southern 
Natural shall be constructed and placed in actual operation, as provided by 
paragraph (b) of Section 157.20 of the Commission’s Rules of Practice and 
Procedure is hereby fixed at six months from the date on which this order 
issues. 

(F) The certificates issued to all of the Applicants listed herein are not 
transferable and shall be effective only so long as they continue the acts or 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, and the applicable rules, regulations and orders of the Commission 
thereunder. 


* 





ck 






Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G—13563 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued March 17, 1958) 


Northern Natural Gas Company (Applicant), a Delaware corporation, with 
its principal place of business in Omaha, Nebraska, filed an application on 
October 22, 1957, as supplemented on November 20, 1957, for a certificate of 
public convenience and necessity, authorizing the construction and operation 
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of a total of 27.6 miles of 30-inch pipeline looping existing facilities at two points 
south of its Mullinville compressor station, subject to the jurisdiction of the 
Commission, all as more fully described in its application which is on file 
with the Commission and open to public inspection. 

The application indicates that the proposed facilities will provide additional 
main line capacity required to enable Applicant to transport increased volumes 
of gas which will be available to it beginning with the 1957-1958 heating season 
from producing fields in the areas located adjacent to Applicant’s main line 
system south of its Mullinville compressor station. The aforesaid facilities will 
be extensions to two existing 30-inch pipe line loops and will consist of approxi- 
mately 18.3 miles of 30-inch pipeline north of Applicant’s Beaver station and 
9.3 miles of 30-inch pipeline north of its Sunray station. 

Applicant produces and purchases natural gas in the Texas Panhandle Field 
and in the Hugoton Field as well as numerous new fields discovered in the 
Anadarko Basin adjacent to its system between the Panhandle Field and the 
Bushton compressor station. In addition, Applicant purchases gas from its 
subsidiary, the Permian Basin Pipeline Company. This gas is delivered by 
El Paso Natural Gas Company to Applicant at Dumas in the Panhandle Field. 

The application states that in order to have operating flexibility insofar as 
supply is concerned, it is necessary for Applicant to have capacity capable of 
carrying the volumes which are available south of Mullinville. It appears that 
through the use of the proposed facilities, Applicant could take the full volumes 
from the southern portions of its system and cut back on its own production 
in the Hugoton Field and still meet the requirements north of Bushton. Appli- 
cant states that the volumes available to it south of Mullinville are such that 
without the proposed facilities, it would be required to pay for gas which it 
cannot take and utilize. 

Financing will be carried out during the period of construction through the 
use of cash on hand and by short term borrowing. The estimated cost of con- 
structing these facilities is $3,020,500. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
March 4, 1958, respecting the matters involved in and the issues presented by 
the application. No petition to intervene in opposition or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 

The Commission finds: 


(1) Applicant, a Delaware corporation, with its principal place of business at 
Omaha, Nebraska, is a “natural-gas company” within the meaning of the Natural 
Gas Act as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in the appli- 
cation, which are proposed to be constructed and operated by Applicant as 
integral parts of its existing natural gas pipeline system, will be used in or for 
the transportion of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, and therefore, said facilities are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation by Applicant of the facilities referred to in 
paragraph (2) hereof are or will be required by the present or future public 
convenience and necessity, and therefore, Applicant’s request for a certificate 
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of public convenience and necessity should be granted and Applicant authorized 
to perform the aforesaid acts, operations and service as hereinafter ordered and 
conditioned. 

(5) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (4) and (e) of Section 157.20 
of the Commission’s General Rules and Regulations, including the Rules of 
Practice and Procedure, should attach to the issuance of the certificate to Ap- 
plicant and to the exercise of the rights granted thereunder and that the time 
within which construction of facilities authorized by this order should be 
completed and said facilities should be placed in actual operation should be 
fixed at 6 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and not 
having been denied by the Commission is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Applicant authorizing it to construct and operate the facilities herein- 
before described, all as more fully described in the application, for the trans- 
portation of natural gas in interstate commerce for resale as therein set forth, 
subject to the jurisdiction of the Commission upon the terms and conditions of 
this order. 

(B) The certigcate shall be accepted in writing and under oath by a respon- 
sible official of Applicant and the general terms and conditions set forth in 
paragraphs (b), (c) (1), (ce) (3), (ec) (4) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act, shall attach to the issu- 
ance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at 6 months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G—13699 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 17, 1958) 


United Gas Pipe Line Company (Applicant), a Delaware corporation with a 
principal place of business in Shreveport, Louisiana, filed an application on 
November 12, 1957, pursuant to Section 7 of the Natural Gas Act for authoriza- 
tion to construct and operate natural gas facilities, consisting of taps and ap- 
purtenances, subject to the jurisdiction of the Commission for the rendering of 
service to the City of Pascagoula, Mississippi, for resale to farm tap and rural 
consumers along Applicant’s pipeline in Jackson County, Mississippi extending 
to Pascagoula. Natural gas requirements for the farm tap and rural consumers 
are estimated as not exceeding a total of 100 Mcf daily. The cost of each tap is 
estimated to be $200.00 and will be defrayed from Applicant’s current funds. 
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Rendition of the proposed service will have no appreciable effect upon Appli- 
cant’s natural gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 5, 1958, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 

The Commission finds: 


(1) United Gas Pipe Line Company is a “natural-gas company” as heretofore 
found by the Commission in its order issued August 21, 1945 in Docket No. 
G-1945. 

(2) The facilities heretofore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission and construction and operation thereof by Applicant are 
subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) The construction and operation of the facilities and the delivery of 
natural gas as proposed by Applicant are required by the public convenience 
and necessity and a certificate therefor should be issued. 

(4) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the re- 
quirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (ce) (3) (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate, and 
to the exercise of the rights granted thereunder, and that the time within 
which construction of facilities authorized by this order should be completed 
and said facilities should be placed in actual operation should be fixed at 12 
months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(ce) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the proposed facilities, 
as hereinbefore described, all as more fully described in the application in this 
proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraph (a), (b), (ce) 
(3) (4) and (e) of Section 157.20 of the Commission’s General Rules and Regu- 
lations, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s rules is hereby fixed at 12 months from the 
date on which this order issues. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, ET AL., DOCKET NO. G-—13822, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued March 17, 1958) 


El Paso Natural Gas Company (El Paso), a Delaware corporation, having its 
principal place of business in El Paso, Texas, filed an application in Docket No. 
G-—13822 on November 29, 1957, pursuant to Section 7 (c) of the Natural Gas 
Act, authorizing the construction and operation of certain facilities in Pecos 
and Crane Counties, Texas, in order to purchase, receive and transport in inter- 
state commerce approximately 50,000 Mcf daily of natural gas produced in the 
Puckett Field, Pecos County, by Standard Oil Company of Texas (Standard), 
subject to the jurisdiction of the Commission, as more fully described in the 
application. 





















* * * * 
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The following facilities are proposed to be constructed by El Paso: 
(1) A natural gas dehydration plant to be known as the Puckett Dehydration 
Plant and to be located in the Puckett Field, with an installed capacity of 
50,000 Mcf. 

(2) Approximately 59.1 miles of 20-inch O. D. pipeline to extend south- 
westerly from a point of connection with El Paso’s existing 24-inch O. D. 
Upton County pipeline in Crane County to the aforesaid dehydration plant in 
(1) above. 

(3) Approximately 9.1 miles of field lines varying in diameter from 4% inch 
O. D. through 12% inch O. D. which, together with related facilities, will be 
installed in the Puckett Field. 

(4) Necessary metering and communication facilities to be used in connection 
with the above proposed facilities. 

The total estimated cost of the above described facilities is $4,098,000, to be 
financed from current working funds. 

The volume of gas to be made available is reasonably adequate to justify the 
construction of the proposed facilities. 


* * 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 5, 1958, respecting the matters involved in and the issues presented by 
the applications. No petition to intervene or protest to the granting of the appli- 
eations has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a deci- 
sion herein pursuant to Section 1.80 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 





(1) Applicant, El Paso Natural Gas Company, is engaged in the transporta- 
tion of natural gas in interstate commerce and the sale in interstate commerce of 
such gas for resale, and therefore, is a “natural-gas company” within the mean- 
ing of the Natural Gas Act and subject to the provisions thereof as heretofore 
found by the Commission. 


*Omitted portions of this order relate to the issuance of independent producer 
certificates. 
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(2) The facilities hereinbefore described, as more fully described in the 
application in Docket No. G—13822, which are proposed to be constructed and 
operated by El Paso as an integral part of its existing natural gas pipeline 
system will be used in or for the transportation of natural gas in interstate 
commerce subject to the jurisdiction of the Commission, and therefore, said 
facilities are subject to the requirements of subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(3) The proposed construction and operation of facilities by El Paso as 
hereinbefore described and as more fully set forth in the application are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (¢) (3), (c) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
should attach to the issuance of the certificate to El Paso and to the exercise 
of the rights granted thereunder, and that the time within which construction of 
facilities authorized by this order should be completed and said facilities should 
be placed in actual operation should be fixed at 12 months from the date on 
which this order issues. 


* * * * o * * 


(7) Applicants are able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 


* * * * * * * 


(9) A request during the public hearing by Staff counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to construct and operate 
the facilities and to transport natural gas as hereinbefore described, all as 
more fully described in the application in this proceeding upon the terms and 
eonditions of this order. 


* * * * * * * 


(D) There shall attach to the issuance of the certificate granted in paragraph 
(A) hereof and to the exercise of the rights granted thereunder, the general 
conditions applicable to certificates as set forth in subparagraphs (a), (b), 
(c) (8), (ec) (4) and (e) of Section 157.20 of the Commission’s regulations 
under the Natural Gas Act. 

(E) The construction of the facilities by El Paso as authorized in paragraph 
(A) shall be completed and placed in operation within 12 months from the date 
of issuance of this order. 

(F) The certificates issued to Applicants herein are not transferable and 
shall be effective only so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act and the 
applicable rules, regulations and orders of the Commission thereunder. 


« * * * 7 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SOUTHERN NATURAL GAS COMPANY, ET AL., DOCKET NO. G-13767, 
ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued March 17, 1958) 


Southern Natural Gas Company (Southern) and Monla Gas Company, Inc., 
Operator, et al., (Monla) filed applications for certificates of public convenience 
and necessity, pursuant to Section 7 of the Natural Gas Act, authorizing the 
construction and operation of natural gas facilities and authorizing the sale 
of natural gas as hereinafter described, subject to the jurisdiction of the Com- 
mission, all as more fully represented in the respective applications. 

On November 20, 1957, Southern filed in Docket No. G—13767 an application 
for a certificate authorizing the construction and operation of a meter station 
to be installed at a point on its existing 14-inch O. D. Logansport pipeline in 
Union Parish, Louisiana, in order to purchase and receive natural gas produced 
from a unit in the Carlton Field area in Ouachita Parish, Louisiana, by Sunray 
Mid-Continent Oil Company* (Sunray), a nonoperator, and Monla. The esti- 
mated initial cost of Southern’s proposed facilities is $3,075, which cost will be 
defrayed from cash on hand. 

* * * * * * * 

The volume of gas to be made available to Southern is reasonably adequate 
to warrant the construction of the proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on March 6, 1958, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting 
of the applications. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Southern, a Delaware corporation with its principal place of business at 
Birmingham, Alabama, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

* * * * * * * 

(3) The facilities hereinbefore described are proposed to be used by Southern 
in the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as an integral part of its pipeline system, and 
the construction and operation thereof by Southern are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

* * * * * * 

(5) The construction and operation of the facilties proposed by Southern, and 
the sale of natural gas by Monla, together with the construction and operation 
of any facilities subject to the jurisdiction of the Commission necessary there- 
fore, are required by the public convenience and necessity, and certificates there- 
for should be issued as hereinafter ordered and conditioned. 


*Omitted portions of this order relate to the issuance of independent producer 
certificates. 

1 Sunray filed an application covering its interest in the subject gas on August 18, 1957, 
in Docket No. G—-13163 which is the subject of another proceeding. 
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(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) (b), (ec) (3), (c) (4), and (e) of 
Section 157.20 of the Commission’s General Rules and Regulations, including 
the Rules of Practice and Procedure, should attach to the issuance of the certifi- 
cate to Southern, and to the exercise of the rights granted thereunder, and that 
the time within which construction of facilities authorized by this order should 
be completed and said facilities placed in actual operation should be fixed at 6 
months from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of tne 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Southern to construct and operate the facilities herein- 
before described, all as more fully described in the application in this pro- 
ceeding, for the transportation of natural gas in interstate commerce as herein 
set forth, upon the terms and conditions of this order. 

* * * * * * * 


(C) The general terms and conditions set forth in paragraphs (a) (b), 


(ec) (3), (ec) (4), and (e) of Section 157.20 of the Commission’s General Rules 
and Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from 
the date on which this order issues. 

* * * * * ok * 

(G) The certificates issued herein are not transferrable and shall be effective 
only so long as the respective parties continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET 
NO. G-13911 
MARENGO CORPORATION, DOCKET NO. G—13912 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued March 17, 1958) 


Transcontinental Gas Pipe Line Corporation (Transco), a Delaware corpora- 
tion with its principal place of business in Houston, Texas, and Marengo Corpora- 
tion (Marengo), an Alabama corporation with its principal place of business in 
Linden, Alabama, hereinafter referred to collectively as “Applicants,” filed appli- 








340 FEDERAL POWER COMMISSION 





cations on December 12, 1957, for certificates of public convenience and neces- 
sity, pursuant to Section 7 of the Natural Gas Act, authorizing the construction 
and operation of facilities for the transportation and sale of natural gas, as 
hereinafter described, subject to the jurisdiction of the Commission, all as more 
fully represented in the respective applications, which are on file with the 
Commission. 

Transco’s application, in Docket No. G-13911, seeks to construct and operate 
two 4inch taps with appurtenances on Transco’s looped 30-inch lines Nos. 1 and 
2 located 3.90 miles upstream from Transco’s Compressor Station No. 9, in 
Choctaw County, Alabama. The purpose of the facilities is to sell gas to Mara- 
thon Southern Corporation on an interruptible basis and to deliver such gas to 
Marengo Corporation for the account of Marathon. The gas will be used by 
Marathon in a new paper mill. 

Transco’s proposed facilities are estimated to cost $14,000, to be financed from 
company funds. 

Marengo, in its application, seeks authority to construct and operate approxi- 
mately 314 miles of 3% inch O. D. pipeline running from Transco’s proposed tap 
northerly to the new Marathon plant at Naheola. This proposed line is to be 
owned and operated by Marengo and used to transport natural gas for sale to 
Marathon and to transport for Marathon’s account natural gas purchased by 
Marathon from Transco. The neighboring city of Butler, existing customer of 
Transco, is expected to sell interruptible gas to Marengo for resale to Marathon. 
Gas which Butler does not need for its existing customers will be delivered 
directly to Marengo for Butler’s account at the proposed Transco tap. When 
Butler’s supply is insufficient to meet Marathon’s requirement, Marathon will 
purchase the remainder directly from Transco on an interruptible basis. 

Marengo’s line is estimated to cost $34,500, to be financed by an unsecured 
note or debenture issue, already placed, and from cash. 

The applications state that Marathon is completing a new $40,000,000 paper 
mill at Naheola, Alabama, about 10 miles northeast of Butler, Alabama, and plans 
to operate a gas-fired lime kiln in connection with the paper mill. 

It is estimated that Marathon will require up to a maximum of 1,000 Mcf 
per day of gas for the first three years, as follows: 


| First Year | Second Year | Third Year 





WMNy- TUS) 9) 6228 ie I. peo tb Rss sel 600 | 800 | 1, 000 
PE is nic nents up bin neaein hh ehehaiiod 210, 000 | 280, 000 | 350, 000 
























The major portion of Marathon’s requirement will be supplied by Transco 
and should have no adverse effect upon Transco’s customers or present gas 
supply. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on March 4, 1958, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting of 
the applications. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision herein pur- 
suant to Section 1.80 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 







The Commission finds: 





(1) Transco and Marengo are “natural-gas companies” within the meaning of 
the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 







































FEDERAL POWER COMMISSION 341 


of the Commission, as an integral part of Applicants’ respective pipeline systems 
and the construction and operation thereof by Applicants are subject to the re- 
quirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicants are able and willing properly to do the acts and to perform 
the service proposed, and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities and the trans- 
portation of natural gas hereinbefore described are required by the public con- 
venience and necessity, and a certificate therefor should be issued as hereinafter 
ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (8), (ce) (4), and (e) of Sec- 
tion 157.20 of the Commission’s General Rules and Regulations, including the 
Rules of Practice and Procedure, should attach to the issuance of the certificate 
referred to in paragraph (4) above, and to the exercise of the rights granted 
thereunder, and that the time within which construction of facilities authorized 
by this order should be completed and said facilities placed in actual operation 
should be fixed at six months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.30 (c) (1) 
of said Rules. 

The Commission orders: 


(A) Certificates of public convenience and necessity be and the same hereby 
are issued authorizing Applicants to construct and operate facilities and to 
transport and deliver natural gas, upon the terms and conditions of this order, 
as heretofore described, all as more fully described in the respective applications 
in this proceeding. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (8), (e) (4) and (e) of Section 157.20 of the Commission’s General Rules 
and Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificates granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission's Rules is hereby fixed at six months from the 
date on which this order issues. 

(D) Transco shall deliver to Marengo for Marathon’s account a maximum of 
1,000 Mef per day. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


AMENDMENT OF RULES PRESCRIBING THE FORM AND FILING OF 
ANNUAL REPORT, FORM NO. 1, FOR ELECTRIC UTILITIES AND 
LICENSEES (CLASSES A AND B), DOCKET NO. R-163 


ORDER NO. 199 
AMENDING RULES PRESCRIBING THE FORM AND FILING OF ANNUAL REPORT, FORM NO. 1 
(Issued March 17, 1958) 


The Commission has under consideration herein an amendment of Section 141.1 
of the Commission’s Regulations under the Federal Power Act “Annual Report, 


554728—61 24 
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Form No. 1, Electric Utilities and Licensees (Classes A and B)” [set forth in 
Part 141—Statements and Reports, Subchapter D—Approved Forms, Federal 
Power Act, Chapter 1 of Title 18, Code of Federal Regulations] so as to prescribe 
a number of revised schedules as a part of that Annua! Report, Form No. 1, 
for Classes A and B, Electric Utilities and Licensees, as presently constituted ; 
that Report having been prescribed by Commission order No. 142 dated Octo- 
ber 28, 1948, as amended by Commission orders Nos. 161, 168 and 176 dated 
November 12, 1951, January 12, 1954, and December 1, 1954, respectively. 

The schedules affected are as follows: 






Present Form No. 1 
Caption or Heading 


Present Form No. 1 
Page No. 







































Security Holders and Voting Powers 





NR CD TOONS CIN BOOT aan cic seit icciidantdtncsindlncdbick 10 
Summary of Utility Plant and Reserves (consolidation of pages 16&17)-. 16a 
TOE IIR iis hts bitin cRhednlinnadaa 20 
SCI: OE TINT CN iia istic timid ninandaintlabbaninddits 21 
CURE TNCR PRONE iinet its eke nsiinails 22 
Sinking and Miscellaneous Special Funds_-.----._-..--....--_-.-______ 24 
TO IN i sin ccc cin anc si Tit a ln cinta alae 25 
PE ii eb ie th hice Rh Lina thnthdiabiaitbblegibls 26 


nr Nn TIINITS Nainccneecrcii ateeatiaae etaicasaaliaitbialeea 


Unamortized Debt Discount and Expense and Unamortized Premium 


I saree aa atari  de nigeaen es anh gS il deh ciaen aeeaiibdinlbeabtiaian 32 
Deferred Regulatory Commission Expenses___-----......-----.-_-__--_ 35 
COE VS HOU Cnn cin eitisiiniiintinnmicimnnn 44 
Ne ia sic etiictiee ne cs seniceiiina enaecnlgpisakamiinti 49 
Income from Merchandising, Jobbing and Contract Work_-..-.._________ 51 
Particulars Concerning Certain Other Income Accounts_____--._..._---- 52 
Particulars Concerning Certain Income Deduction Accounts______-____-- 53 
Service Contract Charges (Proposed Caption—Charges for Outside Pro- 

EE. CE I aie ccnrccarinn er eicdonaanceniinnigin sna cnin gab nateainutiialaiat 57 
Electric Plant in Process of Reclassification-_........__...-----_.-...... 67 
re III TN cic cevesies aides naeinnegipeanstinetabpacaninciaaialialititiiiitale 69 
i 70-71 
NN PIE NES CIC ci cies cncct en ici aii och alimahitabanindaiadamialaliln 72-73 
Rent from Electric Property and Interdepartmental Rents__..._.._______ 5 


Franchise Requirements 
Purchased Power 


Generating Station Statistics 


iiss eal Sie ate as celle cial icasies siascaanb epee 105 
I Se I iii sisal cies catnineilstp siehenida aimee 106 
Conduit, Underground Cable, and Submarine Cable____----_--_------__. 107 


Rural Line Data 


General public notice of this proposed rule making was given by the publi- 
cation of notice in the Federal Register on February 8, 1958 (23 F. R. 854-5), 
and the mailing of notices to interested parties including State and Federal 
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regulatory agencies. Attached to and made a part of that notice were forms 
of the schedules affected herein showing in typewritten or handscript form 
thereon the exact nature of each of the proposed changes. In addition to the 
above-listed schedules a revision of the existing Transmission Line Statistics 
schedule (Annual Report, Form No. 1, pp. 102-103), was proposed by that 
notice. However, for reasons hereinafter set forth, that revision is being de- 
ferred for further consideration with other changes in the Annual Report, Form 
No. 1, in a companion rule making proceeding initiated by the Commission in 
Docket No. R-164.* 

Generally, the proposed revisions would effect decreases in existing reporting 
requirements and make clarifications which have been shown to be desirable in 
the course of the Commission’s experience with the existing schedules of the 
Annual Report, Form No. 1. The changes would be accomplished, principally, 
thorugh the elimination of certain schedules or parts thereof, and the increasing 
of the present limits of minimum reporting. In some cases the omission of an 
existing reporting requirement has made necessary a relatively minor modifi- 
cation or notation in another schedule. In other cases only clarifying language 
is involved. In every instance the revised schedules proposed to be prescribed 
as a part of the Annual Report, Form No. 1, were developed in collaboration 
with inter alia the Committee on Accounts and Statistics of the National Asso- 
ciation of Railroad and Utility Commissioners as were the existing schedules 
proposed to be revised and superseded. 

In giving notice of proposed rule making herein, the Commission invited the 
submission in writing of data, views, comments, and suggestions concerning 
the proposed revised schedules by interested persons, all to be filed with the 


Federal Power Commission, Washington 25, D. C., on or before February 25, 
1958. 


In response thereto, comments or suggestions have been received from six 


persons or parties. Generally, those comments reflect agreement with the 
changes proposed to be made. With respect to two schedules additional changes 
were proposed. It is proposed by one respondent that the existing Service 
Contract Charges schedule for the reporting of charges with respect to outside 
professional services (e. g., management, construction, engineering, research, 
financial, valuation, legal, accounting, purchasing, advertising, labor relations, 
and public relations) should, be eliminated entirely. The Commission pro- 
posed changes with respect to this schedule generally involve clarifying language 
including a revision in the schedule heading and the raising of the minimum 
reporting requirements with respect thereto. 

The other schedule wherein additional changes were proposed is the schedule 
for Transmission Line Statistics appearing at pp. 102-103 of the Annual Report, 
Form No. 1, as presently constituted. The Commission proposed change with 
respect to this schedule involves clarifying language respecting the grouping 
of transmission lines in voltage categories in excess of 69,000 volts to reflect the 
number of carrying circuits and the type of supporting structures. The com- 
ments in general request that such grouping of transmission lines be by voltage 


*There was also inadvertently published as a part of the forms attached to the notice 
in Docket No. R-163, specific revisions in the General Instructions included in the 
Annual Report, Form No. 1, which are proposed to be effected in the rule making proceed- 
ing in Docket No. R-164. This was not intended as may be seen from the narrative por- 
tions of the two notices. The notice of proposed rule making in Docket No. R-164 was 
published in the Federal Register on February 12, 1958 (23 F. R. 912-913). 
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eategory and type of supporting structures of the particular type concerned, 
if all structures are identical (e. g., wood pole or steel tower) or by the pre- 
dominant type of structure where more than one type is utilized. 

The Commission has given careful consideration to all of the data, views, 
comments and suggestions submitted with respect to the proposed revisions. 
With respect to the suggested elimination of the Service Contract Charges 
schedule it is believed that no sufficient reason or bases therefor have been shown. 

With respect to the Commission proposed changes in the schedule of Trans- 
mission Line Statistics and the comments and suggestions thereto, it is believed 
that further consideration should be afforded this matter. And, since it is the 
Commission’s intention that the other changes herein before the Commission 
be reflected in the reporting commencing with and subsequent to the year begin- 
ning January 1, 1957 (inclusion for the year beginning January 1, 1957, being 
at the option of the filing party), the proposed revision of the Transmission Line 
Statistics schedule should be deferred for full consideration thereof in the afore- 
mentioned Docket No. R-164 as hereinafter provided. Under the Commission’s 
Regulations under the Federal Power Act, the Annual Report, Form No. 1, for 
the calendar year beginning January 1, 1957, must be filed on or before March 
31, 1958; Provided, however, the filing of the complete report may be delayed 
for 30 days if certain schedules are submitted on or before March 31, 1958. 
If the established fiscal year is other than a calendar year, that report must 
be filed on or before the last day of the third month following the close of such 
fiscal year with the same proviso for a 30-day delay in filing the completed 
report in the event that certain schedules are submitted on or before the 
filing date. 

In general, the comments and suggestions received herein requested that 
utilization or incorporation of the revised schedules for the reporting for the 
ealendar year beginning January 1, 1957 or other established fiscal year begin- 
ning during that calendar year be, for that year only, optional with the filing 
parties. 


The Commission finds: 


(1) Upon consideration of the proposed revisions of the Annual Report, Form 
No. 1, for Classes A and B electric utilities and licensees (as shown in type- 
written or handscript form on the forms of the above listed schedules, exclusive 
of the Transmission Line Statistics schedule, all attached to the notice of pro- 
posed rule making herein) and data, views, comments and suggestions with 
respect thereto, the approval and adoption of those revisions and the prescrip- 
tion and promulgation of revised schedules reflecting those revisions for the re- 
porting for calendar year commencing January 1, 1957, or other established fiscal 
year, beginning during that calendar year, and thereafter (inclusion of those 
revisions being optional with each filing party only for the reporting for the 
calendar year commencing January 1, 1957, or other established fiscal year 
beginning during that calendar year), all as described above, are necessary and 
appropriate for the purposes of the Federal Power Act. 

(2) It is further necessary and appropriate for the purposes of the Federal 
Power Act that the proposed revision of the existing Annual Report, Form No. 
1, Transmission Line Statistics schedule be deferred for further consideration 
thereof by the Commission in the companion Docket No. R-164. 

(3) Good cause exists that the revisions referred to in finding (1) above 
become effective as hereinafter provided. 
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The Commission acting pursuant to the authority granted by the Federal 
Power Act particularly Sections 3 (13), 4 (a) through (c), 301 (a), 302 (a), 
(b), 304, 309, and 311 thereof [49 Stat. 838, 839, 854, 855, 858, 859; 16 U. S. C. 
796 (13), 797 (a) through (c), 825a, 825c, 825h, and 825j] orders: 

(A) That the revisions of the Annual Report, Form No. 1, for Classes A and 
B electric utilities and licensees (as shown in typewritten or handscript form 
on the forms of the above listed schedules, exclusive of the Transmission Line 
Statistics schedule, all attached to the notice of proposed rule making herein), 
are approved and adopted and revised schedules reflecting those revisions are 
hereby prescribed and promulgated as a part of the Annual Report, Form No. 
1, to be prepared and filed annually with the Commission effective with the 
reporting for the calendar year beginning January 1, 1957, or subsequently 
during the calendar 1957 if the established fiscal year is other than a calendar 
year. Provided, however, that the inclusion of such revised schedules in the 
Annual Report, Form No. 1, for the calendar year beginning January 1, 1957, 
or other established fiscal year commencing during that calendar year, only, 
shall be optional with the filing party; and if included, the revisions prescribed 
and promulgated herein shall be effected by each filing party on the printed 
forms of the Annual Report, Form No. 1, heretofore furnished by the Com- 
mission since printed revised forms for the reporting for the calendar year 
beginning January 1, 1957, or other established fiscal year commencing during 
that calendar year, will not be furnished by the Commission. 

(B) The proposed revision of the existing Transmission Line Statistics sched- 
ule of the Annual Report, Form No. 1, initially included in this Docket, is deferred 
for further consideration thereof by the Commission in the companion Docket 
No. R-164. 

(C) This order shall become effective upon the issuance thereof. 

(D) The Secretary of the Commission shall cause prompt publication of this 
order to be made in the Federal Register. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


AMENDMENT OF RULES PRESCRIBING THE FORM AND FILING OF 
ANNUAL REPORTS, FPC FORM NO. 2, FOR NATURAL GAS COM- 
PANIES, DOCKET NO, R-165 


ORDER NO. 200 


AMENDING RULES PRESORIBING THE FORM AND FILING OF ANNUAL REPORT, FPC 
FORM NO. 2 


(Issued March 17, 1958) 


The Commission has under consideration herein an amendment of Section 260.1 
of the Commission’s Regulations under the Natural Gas Act, FPC Form No. 2, 
“Annual Report for Natural Gas Companies (Class A and B)” [set forth in 
Part 260—Statements and Reports (Schedules) Approved Forms, Natural Gas 
Act, Chapter I of Title 18, Code of Federal Regulations] so as to prescribe 
a number of revised schedules as a part of the Annual Report, FPC Form No. 2 
for Classes A and B natural gas companies, as presently constituted; that 





346 FEDERAL POWER COMMISSION 


report having been prescribed by Commission Order No. 100, and subsequently 
revised by Order Nos. 151, 162, and 167. 
The schedules affected are as follows: 
FPO Form No. 2 FPC Form No. 2 


Schedule Heading Page No. 
piste a ti sail cs clea chelsea ese intl tins aati eaanalin tei caleba 


Security Holders and Voting Powers 

Important Changes During Year 

Summary of Utility Plant and Reserves 

Dividend Appropriations 

Statement of Earned Surplus 

Other Physical Property 

Sinking and Miscellaneous Special Funds 

Special Deposits 

Notes Receivable 

Materials and Supplies 

Gas Stored Underground 

Prepayments 

Unamortized Debt Discount and Expense and Unamortized Premium 
on Debt 

Deferred Regulatory Commission Expenses 

Customers’ Advances for Construction 

Capital Surplus 

Income from Merchandising, Jobbing and Contract Work 

Particulars Concerning Certain Other Income Accounts__....-.......-_- 

Particulars Concerning Certain Income Deduction Accounts 

Charges for Outside Professional Services (In lieu of service contract 
charges) 

Gas Plant in Process of Reclassification 

Gas Operating Revenues 

Sales of Natural Gas by Communities 

Sales of Natural Gas by Communities 

Main Line Industrial Sales of Natural Gas 

Franchise Requirements 

Construction Overheads Gas 

Natural Gas Production Statistics 

Natural Gas Production Statistics 

Field and Storage Lines 

Transmission Lines 


6 
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General public notice of this proposed rule making was given by the publication 
of notice in the Federal Register on February 8, 1958 (23 F. R. 855) and 
the mailing of notices to interested parties, including State and Federal regu- 
latory agencies. Attached to and made a part of that notice were forms of 
the schedules effected herein, showing in typewritten or handscript form thereon 
the exact nature of each of the proposed changes. In addition to the above 
listed schedules, a revision of the existing Gas Purchased Schedule (Annual 
Report, FPC Form No. 2, p. 94) was proposed by that notice. However, for 
reasons hereinafter set forth, that revision is being deferred for further con- 
sideration with other changes in the Annual Report, Form No. 2, in a companion 
rule making proceeding initiated by the Commission in Docket No. R-166. 

Generally, the proposed revisions would effect decreases in existing reporting 
requirements and make clarifications which have been shown to be desirable 
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in the course of the Commission’s experience with the existing Annual Report, 
FPC Form No. 2, for Classes A and B Natural Gas Companies. The changes 
would be accomplished, principally, through the elimination of certain schedules 
or parts thereof, and the increasing of the present limits of minimum reporting. 
In a few cases, the omission of data heretofore reported has made necessary 
a minor addition or footnote requirement in another schedule, and in some 
schedules changes consist only of clarifications. The revised schedules pro- 
posed to be prescribed as a part of FPC Form No. 2 were developed in 
collaboration with, inter alia, the Committee on Accounts and Statistics of 
the National Association of Railroad and Utility Commissioners, as were the 
existing schedules proposed to be superseded. 

In giving notice of proposed rule making herein, the Commission invited 
the submission in writing of data, views, comments, and suggestions concerning 
the proposed revised schedules by interested persons, all to be filed with the 
Federal Power Commission, Washington 25, D. C., on or before February 28, 1958. 

In response thereto, eight comments and suggestions have been received, 
seven from natural gas companies and one from a firm of consultants. Gen- 
erally, these comments reflect agreement with the changes proposed to be 
made. It is suggested by one respondent that the changes proposed to the 
schedule on page 51, Income from Merchandising, Jobbing and Contract Work, 
be not required for the 1957 report, since its. accounts are not presently main- 
tained to reflect these data. This respondent stated that its accounts can be 
changed for future reporting. Two suggestions were made by other respondents 
respecting the schedule Charges for Outside Professional Services at page 57, 
to the effect that such schedule be eliminated. This schedule received extensive 
consideration by the groups developing these changes, and it is believed that 
the data available from this schedule are necessary for information of the 
Commission concerning special types of expenditures and their effect on the 
accounts of natural gas companies. Five comments were received with reference 
to the proposed changes in the schedule Gas Purchased, page 94, and four of 
these were largely directed to the inability to procure the data for the proposed 
amended schedule. The additional comment in reference to this schedule 
was directed to the advisability of including information both as to date of 
eontract and seller’s FPC rate schedule designation. This comment of one 
respondent also opposed the increase in the limits of grouping of gas purchased 
by fields or production areas, and, in addition, directed a suggestion in reference 
to schedule at page 108, Natural Gas Production Statistics, that gas volumes 
related to royalties be shown, and, in addition, requested that information be 
required concerning the particular method that is utilized by a reporting 
company to allocate exploration and development expenses between oil and gas 
in the event both products are produced by the reporting company. 

One comment in the nature of an inquiry was received in reference to the 
herein proposed rule making, and that was in reference to Instruction 9 of the 
Schedule, Important Changes During the Year, page 10. The comment indicated 
that the instruction, reading “State the annual effect and nature of any im- 
portant wage scale changes during the year,” was not clear whether it is in- 
tended to mean an annualized result or actual computation for the year of 
report, and the addition of the word “estimated” would clarify the intention. 
It is believed that further clarification is desirable in reference to this instruc- 
tion so that it will embrace the estimated annual effect of wage scale changes, 
and our order will so provide. 

The final comment respecting this proposed rule making was directed to 
Instruction No. 3 of schedule Field and Storage Lines, page 114, by an objection 
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to specified reporting of miles of pipe by storage projects. It is not believed that 
this comment is well taken and that actually there are only few changes from 
year to year pertaining to the miles of pipe utilized for storage, and these data 
are important from the point of view of investment amovnts reported in another 
schedule. 

The Commission has given careful consideration to all of the data, views, 
comments, and suggestions submitted with respect to the proposed revisions to 
Annual Report Form No. 2 in Docket No. R-165, and to the extent provided 
in the order has reflected such suggestions, and to the extent not reflected in 
the order, the suggestions and comments are rejected. With respect to the 
suggested change in the schedule, Gas Purchased, page 94, and the comments 
and suggestions thereto, it is believed that further consideration should be 
afforded this matter. It is the Commission’s intention that the other changes 
herein before the Commission be reflected in the reporting commencing with 
and subsequent to the year beginning January 1, 1957 (inclusion for the year 
beginning January 1, 1957, being at the option of the filing party) and the 
proposed revision of schedule Gas Purchased, page 94, should be deferred for 
further consideration thereof in the proposed rule making in Docket No. R-166, 
as hereinafter provided. Under the existing Commission’s Regulations under the 
Natural Gas Act, the Annual Report, FPC Form No. 2, for the Calendar year 
beginning January 1, 1957, must be filed on or before March 31, 1958: Provided, 
however, That the filing of the complete report may be delayed for 30 days if 
certain schedules are submitted on or before March 31, 1958. If the established 
fiscal year is other than a calendar year, that report must be filed on or before 
the last day of the third month following the close of such fiscal year, with the 
same proviso for a 30-day delay in filing the completed report in the event that 
certain schedules are submitted on or before the filing date. 


The Commission finds: 


(1) Upon consideration of the proposed revisions of the Annual Report, FPC 
Form No. 2, for Classes A and B Natural Gas Companies, and the data, views, 
comments and suggestions with respect thereto, the approval and adoption of 
those revisions and the prescription and promulgation of revised schedules 
reflecting those revisions for the reporting for the calendar year commencing 
January 1, 1957, or other established fiscal year beginning during that calendar 
year, and thereafter (inclusion of those revisions being optional with each filing 
party only for the reporting for the calendar year commencing January 1, 1957, 
or other established fiscal year beginning during that calendar year), all as 
described above, with the addition provided in (2) below, are necessary and 
appropriate for the purposes of carrying out the provisions of the Natural Gas 
Act and the Commission’s Rules and Regulations issued thereunder. 

(2) It is further necessary and appropriate in order to carry out the provi- 
sions of the Natural Gas Act and the Commission’s Rules and Regulations issued 
thereunder that an addition be made to the proposed change in Instruction 
No. 9 to Schedule Important Changes During the Year, page 10, so as to read 
as follows: 

State the estimated annual effect and nature of any important wage changes 
during the year. 

(3) In order to permit further consideration of the comments and suggestions 
respecting Schedule, Gas Purchased, page 94, decision concerning this proposed 
change should be deferred and included in connection with the proceedings for 
additional changes to Annual Report, FPC Form No. 2, in Docket No. R-166. 

(4) Good cause exists that the revisions referred to in findings (1) and (2) 
above should become effective as hereinafter provided. 
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The Commission, acting pursuant to the authority granted by the Natural 
Gas Act, particularly Sections 8, 9 (b), 10, and 16 of that Act (52 Stat. 821, 
825, 826, and 880; 15 USC 717g, 717h (b), 717i and 7170) orders: 

(A) The revisions of the Annual Report, FPC Form No. 2, for Classes A and 
B Natural Gas Companies, for the schedules listed above, and as shown by the 
typewritten or handscript form on the schedules attached to the public notice 
of rule making issued February 6, 1958, in this docket, with the change here- 
inafter designated, are approved and adopted, and revised schedules reflecting 
the changes hereinbefore described are hereby prescribed and promulgated as a 
part of the Annual Report, FPC Form No. 2, to be prepared and filed annually 
with the Commission, effective with the reporting for the calendar year beginning 
January 1, 1957, or subsequently during the calendar year 1957 if the established 
fiscal year is other than a calendar year: Provided, however, That the inclusion 
of such revised schedules in the Annual Report, FPC Form No. 2, for the single 
calendar year beginning January 1, 1957, or other established fiscal year com- 
mencing during that year, only, shall be optional with the filing party, and, 
if included, the revisions prescribed and promulgated herein shall be effected 
by each filing party on the printed forms of the Annual Report FPC Form 
No. 2, heretofore furnished by the Commission, since printed revised forms for 
the reporting for the calendar year beginning January 1, 1957, or other estab- 
lished fiscal year commencing during that calendar year, will not be furnished 
by the Commission. 

(B) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act and the Commission’s Rules and Regulations issued there- 
under that revision of Annual Report, FPC Form No. 2, in Schedule, Important 
Changes During the Year, Instruction 9, read as follows: 


State the estimated annual effect and nature of any important wages changes 
during the year. 


(C) The proposed revision of the existing Schedule, Gas Purchased, p. 94, of 
Annual Report, FPC Form No. 2, initially included in this docket, is deferred 
for further consideration thereof by the Commission in Docket No. R-166. 

(D) This order shall become effective upon issuance thereof. 

(E) The Secretary of the Commission shall cause prompt publication of this 
order to be made in the Federal Register. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L, Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-12442 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 18, 1958) 


El Paso Natural Gas Company (Applicant), a Delaware corporation with its 
principal place of business at El Paso, Texas, filed an application on April 22, 
1957 and an amendment thereto on November 22, 1957, pursuant to Section 7 
of the Natural Gas Act, for a certificate of public convenience and necessity 
authorizing the construction and operation of not more than fifty main line taps 
and appurtenances; fifteen meter stations with appurtenances and two short 
lateral lines of from 2-inches to 6-inches in diameter. The total costs of all the 
facilities are not expected to exceed $188,750 to be obtained from current funds. 
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All of the facilities will become parts of the Applicant’s integrated natural gas 
pipeline system and will be used for selling natural gas to present customers 
for resale in interstate commerce, subject to the jurisdiction of the Commis- 
sion, as more fully set forth in the application. The facilities are to be used 
to serve small volumes of gas to rural consumers for domestic, agricultural, 
irrigation, small commercial and industrial uses in Texas, New Mexico and 
Arizona. The facilities are of the small scale budget type, which Applicant 
requires each year as a routine matter. The filing of this type of applications 
will eliminate numerous future filings by El Paso of a similar nature and thus 
reduce the time and costs involved in preparation and processing of such filings. 

The relatively minor volumes of gas delivered through the type of facilities 
requested should have no appreciable effect on Applicant’s gas reserves. 
Deliveries through the main line taps are not expected to exceed 150 Mcf per 
day per tap and those through the 15 meter stations are not expected to exceed 
5,000 Mcf per day per station. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
March 5, and 10, 1958, respecting the matters involved in and the issues pre- 
sented by the application. No petition to intervene or protest to the granting 
of the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) El Paso Natural Gas Company, a Delaware corporation, with its prin- 
cipal place of business at El Paso, Texas, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its order issued October 29, 1942, in Docket No. G—242 and G—257. 

(2) Public convenience and necessity require construction and operation of 
the facilities hereinbefore described in order to meet the gas requirement of 
the areas served and to improve the present service. Applicant is able and 
willing properly to do the acts and perform the services proposed and to con- 
form to the provisions of the Natural Gas Act and the requirements, rules and 
regulations of the Commission as hereinafter ordered. 

(3) The facilities to be constructed and operated are to be used in the trans- 
portation and sale of natural gas in interstate commerce for resale, subject to 
the jurisdiction of the Commission, as an integral part of Applicant’s natural 
gas pipeline system, and the construction and operation thereof are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(4) Public convenience and necessity require that the general terms and con- 
ditions applicable to certificates as set forth in Section 157.20 of the Com- 
mission’s regulations under the Natural Gas Act shall attach to the certificate 
issued herein and apply to the exercise of the rights granted. The construction 
of the facilities authorized shall be completed and placed in actual operation 
during the calendar year of 1958 ending December 31. 

(5) It is necessary and appropriate in order to carry out the provisions of 
the Natural Gas Act that Applicant should make and submit to the Commis- 
sion by March 1, 1959 a statment under oath showing (a) description of each 
project constructed during the year; (b) location of each project so constructed ; 
(c) the actual cost of the facilities for each project; and (d) the name of each 
customer served under each of the various projects constructed, the volumes of 
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gas sold or contracted to be sold under each project and the rate schedules 
under which the deliveries are made. 

(6) Staff counsel moved orally at the hearing that the intermediate decision 
procedure be omitted under Section 1.30 (c) of the Commission’s Rules of 
Practice and Procedure. The motion, being unopposed by any party of record 
and not having been denied by the Commission, was granted pursuant to Section 
1.30 (c) (1) of said Rules. 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing El Paso Natural Gas Company to construct and 
operate the facilities proposed and contemplated in its application and to make 
the sales of natural gas for resale during the calendar year 1958, all as more 
fully described in the application and upon the terms and conditions of this order. 

(B) The authorization granted in paragraph (A) above is limited to projects 
described as 50 main line taps, 15 meter stations and two lateral lines not 
to exceed 6-inch diameter pipe lines. The costs of the laterals shall not exceed 
$50,000 each and the total cost of all facilities shall not exceed $188,750. De- 
liveries shall not exceed 150 Mcf per day through each main line tap and 5,000 
Mcf per day through each meter station. 

(C) Applicant shall make and submit on or before March 1, 1959, a statement 
under oath containing a description of each and every project constructed pur- 
suant to the authorization granted hereunder, giving the location of each project, 
the actual cost of each project, the name of the customer served under each 
project, the volumes sold under each project and the rate schedules under which 
the deliveries are made. 

(D) The certificate issued herein shall be accepted in writing and under oath 
within 30 days from the issuance of this order and filed with the Commission. 

(E) The certificate issued herein is not transferable in any manner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


REEF FIELDS GASOLINE CORPORATION (OPERATOR), ET AL., 
DOCKET NO. G—14030 


ORDER ACCEPTING SUPERSEVING RATE SCHEDULE AND TERMINATING PROCEEDING 
(Issued March 18, 1958) 


Reef Fields Gasoline Corporation (Operator), et al. (Respondent), on Novem- 
ber 27, 1957, tendered for filing a proposed change in its FPC Gas Rate Schedule 
No. 1 for the sale of natural gas to El Paso Natural Gas Company (El Paso) 
from the East Vealmoor Gas Plant located in the Permian Basin area of Texas, 
subject to the jurisdiction of the Commission. The proposed change, which con- 
stitutes an increased rate and charge, proposed to be effective on January 1, 
1958, is contained in Supplement No. 7 to Respondent’s aforesaid rate schedule. 
In its tender, Respondent stated that the increase is provided for in a contract 
with El Paso and is fair and necessary to meet increased costs of operation. 

By order issued December 26, 1957, we, among other things, suspended the 
proposed change and deferred its use for a period of five months from and after 
the “effective date” set forth above, and until such further time as it might be 
made effective in the manner prescribed by the Natural Gas Act. We found and 
determined in that order that: 
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The increased rate and charge so proposed has not been shown to be justified, 
and may be unjust, unreasonable, unduly discriminatory, or preferential, 
or otherwise unlawful. 


Supplement No. 7 proposed a “favored-nation increase” from 9.1215¢ to 10.135¢ 
per Mcf (inclusive of tax reimbursement) for the natural gas sold by Re- 
spondent to El Paso at the East Vealmoor plant. 

Reviewing our practices and policies with respect to changes in rate schedules 
tendered by independent producers engaged in the production and sale in inter- 
state commerce of natural gas in the Permian Basin since the issuance of the 
December 26, 1957, order herein, we conclude now that it would be inequitable, 
unfair, and unduly discriminatory to Respondent to continue the suspension of 
the rate increase sought. Mindful of our responsibility to treat those similarly 
situated with equality consonant in the premises, we think it is proper and in 
the public interest that we, upon our own motion, vacate the suspension, accept 
the rate change for filing, and terminate this proceeding. 

A short time after the issuance of the suspension order in this proceeding, we 
decided, as a matter of administrative policy, to accept for filing rate changes 
tendered for the sale of natural gas produced in the Permian Basin as long as 
such changes did not exceed a basic rate of 10¢ per Mcf. By such policy we do 
not mean to imply that a 10¢ per Mcf rate in the Basin is just and reasonable. 
Section 154.101 of our Regulations under the Natural Gas Act (18 CFR 154.101) 
specifically provides that acceptance of a change in rate is not to be construed as 
approval by the Commission of the rate change tendered. Rates thus accepted 
are subject, at all times, to review under the powers conferred upon the Com- 
mission by Section 5 (a) of the Natural Gas Act. 

In conformity to this administrative policy, we accepted a rate-increase 
change tendered by Skelly Oil for the sale of natural gas from the Vealmoor 
Plant to El Paso, bearing a price of 10.135¢ per Mcf (inclusive of tax reimburse- 
ment). Having accepted a rate change bearing the same rate as that proposed 
by Respondent to the same customer from the same gas plant, fairness requires 
that we treat Respondent in the same manner which we treated Skelly Oil 
Company. 

We find and determine, therefore, that: (1) the suspension order issued 
December 26, 1957, in this proceeding should be vacated; (2) Supplement No. 7 
to Respondent’s FPC Gas Rate Schedule No. 1 should be accepted for filing, 
effective January 1, 1958, as proposed; and (3) this proceeding should be 
terminated, all as hereinafter ordered and provided. 


The Commission orders: 


(A) The suspension of Supplement No. 7 to Respondent’s FPC Gas Rate 
Schedule No. 1 heretofore prescribed by order issued December 26, 1957, is 
vacated and the proceeding initiated by that order is hereby terminated. 

(B) Supplement No. 7 to Respondent’s FPC Gas Rate Schedule No. 1 tendered 
on November 27, 1957, is hereby accepted for filing effective as of January 1, 1958. 

(C) Nothing contained in this order shall be construed as a waiver of the 
requirements of Section 7 of the Natural Gas Act; nor shall it be construed as 
constituting approval by this Commission of any service, rate, charge, classifica- 
tion, or any rule, regulation, or practice affecting such rate or service contained 
in the rate filing; nor shall it be deemed as recognition of any claimed con- 
tractual right or obligation affecting or relating to such service or rate. 

(D) This order is without prejudice to any findings or orders which have 
been, or may hereafter be made by this Commission in any proceeding now 
pending or hereafter instituted by or against Respondent. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PACIFIC NORTHWEST POWER COMPANY, PROJECT NO. 2173 
ORDER DENYING APPLICATION FOR REHEARING AND STAY 
(Issued March 20, 1958) 


On February 18, 1958 Pacific Northwest Power Company (Applicant), filed 
an application for rehearing of the Commission’s opinion No. 307 and order 
issued January 20, 1958, 19 F. P. C. 127, denying Applicant’s application for 
license to construct, operate And maintain a proposed hydroelectric project, 
which would consist of its proposed Mountain Sheep and Pleasant Valley devel- 
opments, on the Snake River between Idaho and Oregon. The Mountain Sheep 
dam would be located immediately upstream from the mouth of the Imnaha 
River and the Pleasant Valley dam would be located in the upper limits of the 
Mountain Sheep pool and would back water up to the Hells Canyon site, 


The Commission orders: 


The application for rehearing and stay of the Commission’s opinion and order 


issued January 20, 1958 is hereby denied. An opinion and order will be issued 
later.* 


Commissioner Kline dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


OPINION AND ORDER ON REHEARING 
(Issued April 11, 1958) * 


By order issued March 20, 1958, supra, p. 353, in this proceeding we denied the 
application filed February 18, 1958 by Pacific Northwest Power Company (Appli- 
cant) for rehearing of the Commission’s opinion No. 307 and order issued 
January 20, 1958, 19 F. P. C. 127, denying Applicant’s application for license to 
construct, operate and maintain a proposed hydroelectric project on the Snake 
River between Idaho and Oregon which would consist of Applicant’s proposed 
Mountain Sheep and Pleasant Valley developments. The Mountain Sheep dam 
would be located immediately upstream from the mouth of the Imnaha River 
and the Pleasant Valley dam would be located in the upper limits of the Moun- 
tain Sheep pool and would back water up to the Hells Canyon site. 

Our order of March 20, 1958 also denied Applicant’s request that we “stay 
the order of the Commission for such period of time as may be reasonable and 
necessary for the Applicant to take such further steps as outlined” in its appli- 
eation for rehearing; and our order further stated that an opinion and order 
would be issued later. 

In its application for rehearing Applicant requested, among other things, that 
the Commission grant a license for its proposed project or in the alternative 
that the Commission “so modify its order as to provide to the Applicant time 
and opportunity to determine such modification of Applicant’s project and struc- 
tures proposed therein and the location of such structures as will accord to the 
determination of the Commission as to the best comprehensive development of 
the resources involved.” 


*See opinion No. 311, infra, this page. 
*Designated Commission Opinion No. 311. 
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In our order denying application for license we concluded that any combina- 
tion of projects for the comprehensive development of the Middle Snake River 
basin which includes Nez Perce project is consistently superior to any combina- 
tion of projects which does not include Nez Perce. In reaching our conclusion 
we were aware of storage benefits which would be available from Nez Perce 
not only during the period used in the economic studies but also during the entire 
life of the project. The evidence of record relating to the Nez Perce project 
amply supports our conclusion that Applicant’s proposed Mountain Sheep-Pleas- 
ant Valley project (which would be in conflict with Nez Perce) should not be 
licensed. 

Before issuing our order on March 20 denying the application for rehearing 
and stay we concluded that the application for rehearing failed to disclose 
any reason justifying any changes in the conclusions set forth in our opinion 
No. 307 and order denying license and further that the application for re- 
hearing failed to disclose any purpose that would be served by a stay of our order. 


The Commission finds: 


(1) The assignments of error and grounds for rehearing in the above-described 
application for rehearing set forth no new facts or principles of law which were 
not fully considered by the Commission when it adopted its above-described 
opinion and order issued January 20, 1958, or which having been reconsidered 
warrant any change or modification of said opinion and order. 

(2) No adequate showing has been made that the Commission’s opinion and 
order issued January 20, 1958, be stayed and it is appropriate in the adminis- 
tration of the Federal Power Act that the request for a stay be denied. 


The Commission orders: 


This opinion and the conclusion and findings herein are hereby incorporated 
and made a part of the Commission’s order issued in this proceeding on March 
20, 1958 denying application for rehearing and stay. 

Commissioner Kline dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


IDAHO POWER COMPANY, DOCKET NO. E-6802 


ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE 
BONDS AND SINKING FUND DEBENTURES 


(Issued March 21, 1958) 


Idaho Power Company (Applicant), incorporated under the laws of the State 
of Maine and qualified to do business as a foreign corporation in the States 
of Idaho, Oregon, and Nevada, with its principal place of business in Boise, 
Idaho, filed an application on February 10, 1958, as supplemented February 
14, 19 and 21, and March 7, 18 and 19, 1958, for an order pursuant to Section 
204 of the Federal Power Act, authorizing it to issue and sell at competitive 
bidding (1) $10,000,000, principal amount of First Mortgage Bonds, Series due 
1988, and (2) $10,000,000, principal amount of Sinking Fund Debentures, Series 
due 1983. 

Applicant proposes to issue the Bonds under its Mortgage and Deed of Trust, 
dated October 1, 1937, as heretofore supplemented, and as to be further supple- 
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mented by a Tenth Supplemental Indenture to be dated as of April 1, 1958. 
The proposed Sinking Fund Debentures will be issued in accordance with an 
Agreement to be dated as of April 1, 1958, between Applicant and Guaranty 
Trust Company of New York, Trustee. 

Applicant proposes, on or about March 25, 1958, to invite sealed, written bids 
for the purchase of both the proposed Bonds and Debentures by newspaper 
publication and by distribution of a separate Form of Proposal and form of 
purchase contract, together with a separate statement of terms and conditions 
relating to bids, for each of the proposed issuances. 

All bids, whether from a single bidder or group of bidders, must be on the 
Form of Proposal furnished by Applicant, and must be for the purchase of all 
the Bonds or all the Debentures, as the case may be. Each bid for the proposed 
Bonds or Debentures must specify, among other things, (1) the interest rate to 
be borne by the Bonds or Debentures, which rate in either case shall be a 
multiple of 44th of 1%; (2) the price exclusive of accrued interest to be paid 
Applicant for the Bonds or Debentures, which price for either issuance shall 
be not less than 99% of the principal amount thereof; and (3) that Applicant 
shall be paid the amount of the accrued interest on the Bonds or Debentures 
from April 1, 195s, to the date of payment therefor and delivery thereof. 

All bids for the proposed issuances of Bonds and Debentures must be presented 
to Applicant at the offices of Bankers Trust Company, Twelfth Floor, No. 16 
Wall Street, New York 15, N. Y., before 11:00 A. M., E. 8. T., on April 1, 1958 
(unless postponed). Unless Applicant shall reject all bids with respect to the 
proposed Bonds or Debentures (which it reserves the privilege to do), or ex- 
cludes a bid or bids for reasons set forth in the respective statements of terms 
and conditions, it will accept the bid for either issuance which results in the 
lowest annual cost of money to it. 

Sach bid for the purchase of the Bonds must be accompanied by a certified 
or bank cashier’s check or checks in the aggregate amount of $500,000; and 
each Debenture bid must be accompanied by such check or checks in the same 
aggregate amount. 

Applicant expects that the proceeds from the proposed issuances and sales of 
Bonds and Debentures will aggregate approximately $20,000,000. It proposes to 
use such funds to repay, in part, the principal amount of its short-term bank 
obligations presently outstanding * which were incurred to provide temporary 
funds for construction expenditures primarily associated with its Snake River 
developments, licensed by order of the Commission issued August 4, 1955, as 
Project No. 1971. Cash needed to meet construction costs for 1958 are estimated 
to exceed $48,000,000; and in September of this year Applicant tentatively plans 
to issue $12,600,000, total amount of Common Stock, and $15,000,000, principal 
amount of First Mortgage Bonds. Applicant’s debt ratio in December of 1958 
is expected to be 61.21%, of which 6.90% would consist of short-term borrow- 
ings; but Applicant anticipates the achievement of an ultimate debt ratio of 
approximately 50% to 55% upon completion of its aforementioned Snake River 
project. 

In addition to being the licensee for the project works under construction 
referred to above, Applicant is a licensee under the Act, operating the following 


*By order issued April 24, 1957, 17 F. P. C. 581, as amended February 27, 1958, In the 
Matter of Idaho Power Company, Docket No. E—6734, the Commission authorized Appli- 
eant to issue up to $40,000,000, principal amount of Promissory Notes. As of January 
28, 1958, Applicant had $23,922,000, principal amount of Notes, which were issued under 
the aforementioned authorization and are now outstanding, and expects to have $33,822,000, 


principal amount of Notes, outstanding as of the time that the proposed securities will be 
sold. 
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hydro-electric projects on the Snake River in the State of Idaho, known as: 
Twin Falls (Project No. 18) ; Lower Salmon (Project No. 2061) ; Bliss (Project 
No. 1975); C. J. Strike (Project No. 2055) ; Swan Falls (Project No. 503) ; and 
the hydro-electric project known as Horseshoe Bend (Project No. 466), located 
on the Payette River in Idaho. 

Written notice of the application has been given to the Idaho Public Utilities 
Commission, the Oregon Public Utility Commissioner, and the Public Service 
Commission of Nevada, and to the Governor of each of those States. Notice of 
the application was also given by publication in the Federal Register on February 
21, 1958 (23 F. R. 1125), stating that any person desiring to be heard or to 
make any protest with reference to the application should file a petition or 
protest with the Federal Power Commission, Washington 25, D. C., on or before 
March 10, 1958. 

The Public Service Commission of Nevada, in a letter dated February 20, 
1958, stated that it did not desire to appear or make any representation in this 
matter. By order dated February 21, 1958, the Idaho Public Utilities Com- 
mission authorized the proposed issuance and sale by Applicant at competitive 
bidding of $10,000,000, principal amount of Bonds, and $10,000,000, principal 
amount of Sinking Fund Debentures. 

On March 12, 1958, pursuant to a telegraphic request of the Public Utility 
Commissioner of Oregon, dated March 11, 1958, an extension of time to March 
14, 1958 for fliling a petition or protest by the Commissioner was granted. The 
Public Utility Commissioner of Oregon, by order adopted March 11, 1958, denied 
Applicant authorization to issue the proposed securities, and by letter dated 
March 12, 1958 transmitting copies of this order, the Public Utility Commis- 
sioner of Oregon requested that pursuant to Rule 1.10 (b) the order be regarded 
as an informal protest to the application now before this Commission in Docket 
No. E-6802. 

We note that the Oregon State Commissioner’s denial was not based upon the 
merits of or need for the financial transactions here contemplated, but rather 
upon the recently stated policy of the State Water Resources Board seeking 
a re-examination of the merits of the Federal Power Commission’s action in 
1955 in licensing the Hells Canyon developments on the Snake River for con- 
struction and operation by Idaho Power Company (Project No. 1971), and 
calling for a suspension of activity which may compromise further inquiry into 
pertinent economic data and comparative economic feasibility along lines pro- 
posed by the Board, which policy the Commissioner states he must adhere to as a 
matter of State law. He further states that any action by him approving 
the securities would tend to derogate from or interfere with the State water 
resources policy, which he is without authority to do. 

License for these developments was issued in 1955 by the Commission, Jn the 
Matter of Idaho Power Company, Project No. 1971, after extensive hearings in 
which representatives of the State of Oregon appeared. The Commission in its 
order issuing the license, among other things, found that: 


The proposed project is best adapted to a comprehensive plan for improv- 
ing or developing a waterway for the use or benefit of interstate or foreign 
commerce, for the improvement and utilization of water-power develop- 
ment, and for other beneficial public uses, including recreation purposes. 


The Commission’s order in this matter was affirmed upon court review (National 
Hells Canyon Association, Inc. v. F. P. C., 237 Fed. 2d 777, certiorari denied, 
353 U. S. 924). 

The aforesaid representatives by the Public Utility Commissioner of Oregon 
have been carefully considered, and our examination thereof does not show 
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the existence of any additional facts or circumstances which now having been 
considered are materially different from the relevant facts and circumstances 
heretofore considered with respect to this matter in the aforementioned licensing 
proceeding so as to affect in any way the bases of our prior findings and con- 
clusions. Consequently, we would not be justified in refusing to authorize the 
issuance of securities referred to herein on the grounds set forth in order of 
the Public Utilities Commissioner of Oregon. 

No other petition, protest or request to be heard in opposition to the granting 
of said application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of 
Section 204 of the Federal Power Act, subject to the jurisdiction of the Com- 
mission as heretofore described and set forth in the Commission’s order issued 
November 7, 1957, In the Matter of Idaho Power Company, Docket No. E-6781. 

(2) Applicant is a Licensee under Part I of the Federal Power Act, and subject 
as such to the jurisdiction of the Commission within the provisions of the Act. 

(3) Applicant is a public-service corporation, owns and operates licensed 
projects, and develops, transmits or distributes power therefrom for sale or 
use in public service in the States of Idaho and Oregon. 

(4) Part of the power developed, transmitted, or distributed by Applicant 
enters into interstate commerce, and is distributed in public service and 
consumed in the States of Idaho and Oregon. 

(5) The “States directly concerned” within the meaning of Section 20 of the 
Act are the States of Idaho and Oregon. Such States are “unable to agree” 
through their properly constituted authorities on the “amount or character 
of securities to be issued” within the meaning of that section. 

(6) The proposed issuances and sales of $10,000,000, principal amount of 
Bonds, and $10,000,000, principal amount of Debentures, will constitute issuances 
of securities within the purview of Sections 20 and 204 of the Act. 

(7) Applicant is not organized and operating in a State under the laws 
of which the security issues here involved are regulated by a State commission 
within the meaning of Section 204 (f) of the Act, and the proposed issuances 
of securities are, therefore, not exempt by virtue of that section from the require- 
ments of Section 204 of the Act. 

(8) The proposed issuances of Bonds and Debentures, as hereinafter author- 
ized, will be for a lawful object, within the corporate purposes of the Applicant 
and compatible with the public interest, which is appropriate for and consistent 
with the proper, performance by Applicant of service as a public utility, and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 


The Commission orders: 


(A) The proposed issuance and sale of Bonds, and the proposed issuance 
and sale of Debentures, all as described above, upon the terms and conditions, 
and for the purposes specified in the application, as supplemented, are authorized, 
and Applicant shall complete the transactions subject to the provisions of this 
order. 

(B) The proposed issuances and sales of Bonds and Debentures at competitive 
bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the 
Federal Power Act relating to compliance with competitive bidding requirements, 
and Section 34.2 (k) (4) of those Regulations relating to affiliation, and shall 


554728—61 25 
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have either filed such amendments or shall have mailed them and advised the 
Commission by telephone and telegraph, as contemplated in Section 34.9 of 
the Regulations. 

(ii) The Commission, by a further order, shall have approved (1) the interest 
rate and the price to be received by the Applicant for the Bonds; and (2) the 
interest rate and the price to be received by Applicant for the Debentures. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever now pending or which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States with respect to any securities to 
which this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


AMERADA PETROLEUM CORPORATION, DOCKET NO. G—14421 
ORDER DENYING MOTION TO SHORTEN SUSPENSION PERIOD 


(Issued March 21, 1958) 


Amerada Petroleum Corporation (Amerada) on February 24, 1958, filed a 
motion to shorten the suspension of its FPC Gas Rate Schedule No. 65 and 
Supplements Nos. 1 and 2 thereto, by seeking a modification of the order issued 
herein on February 10, 1958. Amerada requests that the Commission suspend 
and defer said rate schedule and supplements until February 20, 1958, in lieu of 
suspension to July 15, 1958, as provided in said order. Rate Schedule No. 65 
supersedes Amerada’s FPC Gas Rate Schedule No. 16, as amended, which con- 
tained an expiration date of August 26, 1956. Amerada’s FPC Gas Rate Schedule 
No. 16, as amended, provides a rate of 8¢ per Mcf, whereas its Rate Schedule 
No. 65 provides a rate of 1916¢, including 1¢ reimbursement for Louisiana 
Gathering Tax. 

Amerada states in support of the proposed modification of the order that 
there is no justification for further deferring the relief sought by it from 
what it describes as a most inequitable situation. This situation, Amerada 
states, arises out of the fact that both Amerada and Pan American Petroleum 
Corporation (Pan American) were parties to a contract, dated November 13, 
1943, whereby they contracted to sell to United Gas Pipe Line Company (United) 
gas produced from South Elton Field in Jefferson Davis Parish, Louisiana. 
As one of the sellers under that original contract, Amerada filed the contract 
as its FPC Gas Rate Schedule No. 16, aforementioned, and said contract was 
extended for successive short terms until August 26, 1956. Thereafter, Amerada 
states, there was no contract of sale until a new contract was entered into 
dated December 31, 1957, filed herein as Rate Schedule No. 65, the sale and 
delivery, nevertheless, continuing at the original contract rate, as amended at 
8¢ per Mcf, including 1¢ tax reimbursement under the regulations of the Cor- 
mission. 

In the meantime, however, Pan American, owner of the majority interest 
in the subject well, without objection from United to the termination of its 
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sale of gas to United was granted permission in Docket No. G-6073* to sell 
its portion of the gas produced from the said South Elton Field to American 
Louisiana Pipe Line Company (Am-La) at the price of 194¢ per Mcf, including 
1¢ tax reimbursement, as of August 26, 1956. Thus, Amerada states, by reason 
of the fact that Pan American was permitted to discontinue the sale to United 
of its portion of the production from the subject acreage and to sell such 
portion to Am-La at a higher price after August 26, 1956, gas produced from 
the same well is divided between two purchasers, one at a price of 8¢ per 
Mcef and the other at 19'4¢ per Mcf. 

Amerada’s claimed inequity arises out of the fact that United, as buyer from 
both Amerada and Pan American of gas produced from the same well, and on 
August 26, 1956, having become free of its contractual obligation to continue to 
tuke delivery under the 1943 contract, as amended, chose to acquiesce in Pan 
American's sale of its portion of the gas production to Am-La, while for over a 
year it continued to take deliveries of Amerada’s portion under the 1948 con- 
tract, as amended, without agreeing to an increased price sought by Amerada. 
This, United had the right to do. No inequity can, therefvre, be based upon 
its continuing to take deliveries from Amerada under the 1943 contract at the 
lower rate. On the other hand, Pan American’s 1944¢ rate to Am-La was filed 
as an initial rate, not subject to suspension. It has, however, become the sub- 
ject of a rate investigation pursuant to Section 5 (a) of the Act in Docket No. 
G-9279. It also is noted in passing that Amerada, itself, seeks a 1914¢ rate, 
whereas Pan American’s presently effective rate is 194¢ for production from 
the same well. Thus, Amerada’s claim rests upon its own contract as continued 
in effect under the Act and upon the difference in treatment accorded the two 
sellers thereunder by the buyer, United, as it was entitled to do, and not from 
any discriminatory treatment accorded Amerada by the Commission. 


The Commission finds: 


Amerada’s motion to shorten the period of Suspension of its FPC Gas Rate 
Schedule No. 65 and Supplements Nos. 1 and 2 thereto, as filed February 24, 1958, 
sets forth no new facts and no principles of law which either were not fully 
considered by the Commission when it issued its order of February 10, 1958, 
herein, or which having now been considered warrant any change in or modi- 
fication of said order. 


The Commission orders: 


The aforesaid motion for modification of the hearing and suspension order 
issued on February 24, 1958, is hereby denied. 


3efore Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


DEEP SOUTH OIL COMPANY OF TEXAS, DOCKET NO. G—14705 
ORDER TO SHOW CAUSE AND REQUIRING CONTINUANCE OF DELIVERIES OF NATURAL GAS 
(Issued March 21, 1958) 


Deep South Oil Company of Texas, a Texas corporation with its principal office 
in Beaumont, Texas, by letter dated February 11, 1958, addressed to Texas 
Gas Corporation, Houston, Texas, gave notice of its intention to terminate thirty 
days thereafter its agreement entered into February 15, 1952, for the sale of gas 


1 Order issued May 9, 1955, in Superior Oil Co., et al., Docket No. G—6067, et al. 
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to McCarthy Chemical Company, the name of which was subsequently changed 
to Texas Gas Corporation, because of the failure of Texas Gas to reimburse 
Deep South, under the provisions of Article XI of the agreement, in the sum of 
$18,436.45 for an increase in taxes which became effective in September 1954. 

Texas Gas admits that it is obligated under the terms of its contract with 
Deep South to reimburse Deep South for taxes in the amount stated but takes 
the position that Deep South, having not obtained Commission approval for 
the change in rate that would be involved in reimbursing for the tax increase, 
is not in a position to insist on the terms of the contract and that Texas Gas 
could not pay in accordance with its literal provisions. 

Deep South’s sales of natural gas to Texas Gas were found to be sales in inter- 
state commerce for resale and Deep South was found to be a natural gas com- 
pany within the meaning of the Natural Gas Act by the Commission in Opinion 
No. 284 and accompanying order issued September 2, 1955, in Docket No. G—2952. 
The Commission’s order was affirmed by the United States Court of Appeals for 
the Fifth Circuit in Deep South Oil Company of Tewas v. F. P. C., 247 F. 2d 882. 
Deep South did not petition for certiorari. However, in the same opinion and 
order the Commission, in two companion cases to Deep South which presented 
an identity of legal principles with those involved in the Deep South case, found 
Shell Oil Company (Docket No. G-4671) and Humble Oil & Refining Company 
(Docket No. G-5261) to be natural gas companies. The Commission’s order with 
respect to those companies was also affirmed by the Fifth Circuit in Shell 
Oil Company v. F. P. C., 247 F. 2d 900, and Humble Oil & Refining Company v. 
F. P. C., 247 F. 2d 903, and the Supreme Court denied certiorari, 355 U. S. 930. 

Deep South has not filed an application pursuant to Section 7 of the Natural 
Gas Act for permission to abandon service to Texas Gas Corporation nor has 
there been any hearing or finding by the Commission that the available supply 
of natural gas is depleted to the extent that the continuance of service is unwar- 
ranted, or that the present or future public convenience and necessity permit 
such abandonment. The Commission may prohibit the unauthorized abandon- 
ment of service under the authority of J. M. Huber Corporation v. F. P. C., 236 
F. 2d 550, certiorari denied, 352 U. 8. 971. 

Deep South has not filed with the Commission any schedule showing rates 
and charges for its sales of gas to Texas Gas subject to the Commission’s juris- 
diction as required by Section 4 (c) of the Natural Gas Act and Sections 154.91 
through 154.102 and 157.23 through 157.29 of the Commission’s Regulations under 
that Act. Judicial support for the Commission’s authority to require the filing 
of such schedules is found in Montana Power Co. v. F. P. C., 185 F. 2d. 491, 
certiorari denied, 341 U. S. 912. 


The Commission finds: 

(1) It is necessary and appropriate in the public interest and for the purpose 
of carrying out the provisions of the Natural Gas Act, particularly Sections 4, 7, 
14, 15 and 16 thereof, and of Sections 1.6 and 154.9 through 154.102 and 157.23 
through 157.29 of the Commission’s Rules and Regulations under that Act that 
proceedings be instituted by the Commission on its own motion requiring Deep 
South Oil Company of Texas to show cause, if any there be, why it should 
not be required to comply with the provisions of the Natural Gas Act and the 
Commission’s Rules and Regulations thereunder, particularly those set out 
herein, and why it should not be directed to desist from terminating its con- 
tract dated February 15, 1952, with Texas Gas Corporation and to desist from 
terminating the deliveries of natural gas under that contract or if that contract 
has already been terminated and if deliveries of natural gas to Texas Gas 
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Corporation as required by that contract have been terminated or curtailed, 
why it should not be directed to resume or continue deliveries of natural gas 
to Texas Gas Corporation as required by that contract and to continue such 
deliveries until the Commission authorizes the abandonment of all or any 
portion of such service in accordance with the provisions of Section 7 of the 
Natural Gas Act and why it should not be required to file with the Commission 
schedules showing all rates and charges for the transportation or sale of 
natural gas to Texas Gas Corporation as required by Section 4 of that Act. 

(2) It is appropriate in carrying out the provisions of the Natural Gas 
Act that, pending the hearing directed by paragraph (B), the notice contained 
in the letter dated February 11, 1958 from Deep South Oil Company of Texas to 
Texas Gas Corporation to terminate the contract dated February 15, 1952 
between the parties, be suspended and that deliveries of natural gas be continued 
as provided in that contract. 


The Commission orders: 


(A) Deep South Oil Company of Texas shall show cause, if any there be, at 
the hearing directed in paragraph (B) hereof, why it should not be required 
forthwith to comply with all of the provisions of the Natural Gas Act, includ- 
ing particularly Sections 4 and 7 thereof, and with the Commission’s Rules and 
Regulations thereunder, particularly Sections 154.91 through 154.102 and 157.23 
through 157.29; and why it should not be directed to continue the sale and 
delivery of natural gas to Texas Gas Corporation in accordance with the terms 
of that certain contract dated February 15, 1952, between McCarthy Chemical 
Company and Deep South Oil Company of Texas, and why it should not be 
required to file with the Commission schedules showing all rates and charges 
for any transportation or sale under that contract as required by Section 4 of 
the Natural Gas Act. 

(B) Pursuant to the authority contained in and subject to the authority con- 
ferred upon the Federal Power Commission by the Natural Gas Act, including 
particularly Sections 4, 5, 7, 14, 15 and 16 and the Commission’s Rules and 
Regulations under that Act, a public hearing shall be held commencing April 22, 
1958, at 10 a. m. (EST), in a Hearing Room of the Federal Power Commission, 
441 G Street, N. W., Washington 25, D. C., concerning the matters involved and 
the issues presented in this proceeding as set forth in paragraph (A) hereof. 

(C) Pending the hearing set by paragraph (B) above, and decision in this 
proceeding, the notice of termination of contract contained in the letter dated 
February 11, 1958 from Deep South Oil Company of Texas to Texas Gas Corpora- 
tion is suspended and Deep South Oil Company of Texas shall continue, or shall 
resume if discontinued, the sale and delivery of natural gas to Texas Gas 
Corporation, as provided in that contract until permission to abandon all or 
any portion of such service shall be first had and obtained as provided in Section 
7 of the Natural Gas Act. 

(D) Deep South Oil Company of Texas shall file with the Secretary of the 
Commission on or before April 11, 1958, five copies of all testimony and exhibits 
which it proposes to offer at the hearing provided for in paragraph (B) hereof 
and serve two copies of such testimony and exhibits upon Texas Gas Corpora- 
tion and every intervener which is permitted to intervene herein. 

(E) Protests, petitions to intervene and notices of intervention may be 
filed with the Federal Power Commission, Washington 25, D. C. in accordance 
with the Commission’s Rules of Practice and Procedure (18 CFR 1.8, 1.10) 
on or before April 7, 1958. Interested State Commissions may participate as 
provided in the Commission’s Rules of Practice and Procedure (18 CFR 1.8, 1.37). 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


POWER AUTHORITY OF THE STATE OF NEW YORK, PROJECT 
NO. 2216 


ORDER DENYING APPLICATION FOR REHEARING AND DISMISSING MOTION FOR STAY 


(Issued March 21, 1958) 


On February 28, 1958, the Tuscarora Indian Nation (Intervener) filed applica- 
tion for rehearing of the Commission’s order issued January 30, 1958, 19 
F. P. C. 186, issuing license to the Power Authority of the State of New York 
(Licensee) to construct, operate and maintain a proposed hydroelectric redevelop- 
ment project to be located along the Niagara River in the State of New York. 
In its application for rehearing, intervener has requested modification of said 
order to exclude approximately 1,000 acres of land of the Tuscarora Indian 
Nation which the licensee proposes to acquire for reservoir purposes. 

By Public Law 85-159 (71 Stat. 401) we were directed to issue a license 
to the Power Authority of the State of New York for the Niagara redevelop- 
ment. The pumped-storage reservoir, which is part of the Niagara redevelop- 
ment, would have a storage capacity of 60,000 acre feet and would occupy about 
2,800 acres of land. The best location of the reservoir would require approxi- 
mately 1,000 acres of land owned by Intervener. 

In its application for rehearing Intervener contends that the Licensee lacks 
power to acquire Intervener’s lands and that the Commission does not have 
power to authorize the Licensee to use them. However, Intervener also points 
out that the law on this question is unsettled in the light of Section 21 of the 
Federal Power Act. 

It is not unusual for a land owner to refuse to part with land which is necessary 
for some public purpose, a matter which Congress was aware of when it enacted 
Section 21 of the Act. The question of whether, the Licensee is empowered 
to acquire Intervener’s land in eminent domain proceedings is, in our view, a 
question to be resolved by a court of competent jurisdiction. In any event, 
we are of the view that we are not required to render an advisory opinion on 
that question. 

Lastly, Intervener contends that the Commission did not make a finding re- 
quired by Section 4 (e) of the Act relating to “reservations” as defined in the 
Act. The status of Intervener’s lands were discussed in a letter from an Assist- 
ant Secretary of the Interior to Intervener under date of November 1, 1957. 
The letter states that: “As your reservation lands are under State jurisdiction, 
this Department is not in a position to present your case for you.” Since 
Intervener’s lands are not within an Indian reservation under supervision of 
the Secretary of the Interior they are not part of a “reservation” referred to 
in Section 4 (e) as defined in Section 3 (2) of the Act and the finding suggested 
by Intervener is not required. 

On March 18, 1958, Intervener filed a motion requesting us to stay our license 
order of January 30, 1958 “pending a decision on the Petition for Rehearing.” 
The motion was not filed in time to permit us to consider it prior to our con- 
sideration of the application for rehearing. In view of our denial herein of 


that application the motion for stay has become moot. Consequently, it should 
be dismissed. 


The Commission finds: 


The assignments of error and grounds for rehearing in the above-described 
application for rehearing set forth no new facts or principles of law which were 
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not fully considered by the Commission when it adopted its above-described 
order issued January 30, 1958, or which having now been considered warrant 
any change or modification of said order. 


The Commission orders: 


(A) The application for rehearing and modification of the Commission’s order 
issued January 30, 1958, is hereby denied. 

(B) The motion for stay of the Commission’s order issued January 30, 1958, 
is hereby dismissed. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


GULF INTERSTATE GAS COMPANY, DOCKET NO. G—13648 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 24, 1958) 


On November 6, 1957, Gulf Interstate Gas Company (Applicant), a Delaware 
corporation with its principal place of business in Houston, Texas, filed in Docket 
No. G-13648 an application pursuant to Section 7 (¢c) of the Natural Gas Act 
for a certificate of public convenience and necessity authorizing the construc- 
tion and operation of certain field facilities to enable Applicant to take into its 
certificated main pipeline system natural gas which will be purchased by United 
Fuel Gas Company from producers in the general area of Applicant’s existing 
transmission system from time to time during the calendar year 1958, all as 
more fully set forth in the application. 

The purpose of this budget-type application is to augment Applicant’s ability 
to act with reasonable dispatch in connecting new supplies of natural gas to 
its system, thereby augmenting the ability of United Fuel Gas Company to 
secure by contract such new supplies of gas. Applicant’s operations are con- 
fined to the transportation for, and delivery of natural gas (through Applicant’s 
transmission facilities) to United Fuel Gas Company, which company purchases 
natural gas in southern Louisiana, where it is received by Applicant and redeliv- 
ered to United Fuel Gas Company at points in Kentucky. 

The total cost of all projects for which authorization is sought, during the 
calendar year 1958, is not to exceed $2,000,000, which will be financed from 
available company funds, and the cost of a single project will not exceed 
$200,000. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 13, 1958, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Gulf Interstate Gas Company, a Delaware corporation having 
its principal place of business in Houston, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its Opinion No. 251 and accompanying order issued May 20, 1953, 
in Docket No. G—2058. 
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(2) The facilities hereinbefore described, as more fully described in the 
application herein, will be used in the transportation and sale of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, as integral 
parts of Applicant’s existing pipeline system and the construction and opera- 
tion thereof by Applicant are subject to the requirements of Subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the services proposed and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate hereinafter issued to Applicant and to the exercise of the rights 
granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, 
not having been defined by the Commission, is granted pursuant to Section 1.30 
(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Gulf Interstate Gas Company authorizing the construction 
and operation of the facilities hereinbefore described, as more fully described 
in the application in this proceeding and the exhibits appended thereto, for the 
transportation and sale of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) The certificate issued in paragraph (A) hereof shall be limited to the 
construction and operation of facilities during the calendar year 1958. 

(C) Applicant shall submit to the Commission in writing and under oath on 
or before March 1, 1959, a statement showing (a) names of fields, (b) estimates 
of gas supply attached, (c) a description of the project or projects that have 
been constructed, (d) the costs thereof, and (e) the location of facilities con- 
structed pursuant to the authorization granted hereunder. 

(D) The cost of any individual project hereby authorized shall be limited 
to a maximum of $200,000, and the cost of all facilities to be constructed pur- 
suant to this authorization during the year 1958 shall not exceed $2,000,000. 

(E) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificate issued in paragraph (A) above and to the exercise 
of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


KENTUCKY GAS TRANSMISSION CORPORATION, DOCKET NO. G-13667 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued March 24, 1958) 


On November 7, 1957, Kentucky Gas Transmission Corporation (Applicant), 
a Delaware corporation with its principal place of business at Charleston, West 
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Virginia, filed an application as supplemented on December 16, 1957, for a 
certificate of public convenience and necessity pursuant to Section 7 of the 
Natural Gas Act, authorizing construction and operation of approximately 
20.5 miles of 26-inch gas transmission line parallel to Applicant’s existing 20-inch 
line A and 24-inch line AM-4, extending from Applicant’s existing Foster regu- 
lating station in Bracken County, Kentucky, northwesterly to Applicant’s existing 
Cold Springs measuring station in Campbell, Kentucky, on the Kentucky side 
of the Ohio River opposite Cincinnati, all as more fully described in the 
application. 

The proposed facilities are requested to increase the capacity of Applicant’s 
system in order to deliver increased volumes of gas into the Cincinnati area 
to meet the anticipated peak day demands of that area in the 1958-1959 winter 
period. The Cincinnati area is served by Cincinnati Gas and Electric Company 
and Union Light, Heat and Power Company, customers of Applicant. Some 
gas is also sold by Ohio Fuel Gas Company to Cincinnati but Applicant supplies 
the major portion of the requirements. 

The existing facilities of Applicant, extending from its connections with its 
main suppliers to Cincinnati, have a delivery capacity of 487,600 Mcf per day 
at the discharge side of Cold Springs measuring station. The 1958-1959 estimated 
peak day requirements of existing customers of Applicant serving the Cincinnati 
area total 470,400 Mcf indicating a capacity deficiency amounting to 32,800 Mcf 
on the 1958-1959 peak day. The facilities proposed herein will eliminate this 
anticipated deficiency, increasing Applicant’s designed delivery capacity to the 
Cincinnati area by the 32,800 Mcf per day required. 

The estimated cost of the proposed facilities is $2,191,400 and will be financed 
through the issuance of securities to Applicant’s parent, Columbia Gas System, 
Ine. (Columbia). 

The gas supplies relied upon by Applicant appear to be reasonably adequate 
to justify the proposed investment. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
March 12, 1958, respecting the matters involved in and the issues presented 
by the application. No petition to intervene in opposition or protest to the 
granting of the application has been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of such gas for resale, and 
therefore, is a “natural-gas company” within the meaning of the Natural Gas 
Act and subject to the provisions thereof as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in the 
application in Docket No. G-—13667, which are proposed to be constructed and 
operated by Applicant as an integral part of its existing natural gas pipeline 
system will be used in or for the transportation of natural gas in interstate 
commerce subject to the jurisdiction of the Commission, and therefore, said 
facilities are subject to the requirements of subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation by Applicant of the facilities referred 
to in paragraph (2) hereof are or will be required by the present or future 
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public convenience and necessity, and therefore Applicant’s request for a certifi- 
cate of public convenience and necessity should be granted and Applicant 
authorized to perform the aforesaid acts, operations, and service as hereinafter 
ordered and conditioned. 

(5) Public convenience and necessity requires that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of 
Section 157.20 of the Commission’s General Rules and Regulations, including 
the Rules of Practice and Procedure, should attach to the issuance of the 
certificate to Applicant, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by his 
order should be completed and said facilities should be placed in actual operation 
should be fixed at 9 months from the date on which this order issues. 

(6) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(ce) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Applicant authorizing it to construct and operate the facilities 
hereinbefore described, all as more fully described in the application, for the 
transportation and sale of natural gas in interstate commerce for resale as 
therein set forth, subject to the jurisdiction of the Commission upon the terms 
and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a respon- 
sible official of Applicant and the general terms and conditions set forth in 
paragraphs (a), (b), (c) (1), (ec) (8), (ce) (4) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at 9 months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


LONE STAR GAS COMPANY, DOCKET NO. G—13959 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 24, 1958) 


On December 17, 1957, Lone Star Gas Company (Applicant), a Texas corpora- 
tion, with its principal place of business in Dallas, Texas, filed an application 
for a certificate of public convenience and necessity, pursuant to Section 7 (c) 
of the Natural Gas Act, authorizing the construction and operation of certain 
natural gas facilities for the purpose of converting and using as a storage field, 
the Ambassador Field in Clay County, Texas, subject to the jurisdiction of the 
Commission, all as more fully set forth in the application. 

Applicant proposes to construct and operate the following facilities in the 
Ambassador Field: 
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(1) A tap on its existing Line AN-12’’ to enable injection of gas into and 
withdrawal from the Ambassador Field. 

(2) An 880 horsepower compressor station. 

(3) A gas injection and withdrawal system consisting of 0.74 miles of 4-inch 
and 0.17 miles of 6-inch pipeline. 

(4) An oil gathering system consisting of 1.12 miles of 2-inch line. 

(5) Liquid separators and oil storage facilities. 

(6) Well equipment in ten existing wells. 

The Ambassador Field is a partially depleted oil field traversed by Applicant’s 
existing Line AN-12’’ which extends from its New York City Gas Storage Field 
in Clay County, Texas, to Wichita Falls, Texas. Applicant proposes to use the 
Ambassador Field as a storage facility to enable it to meet the increasing 
demands of its existing customers in the Wichita Falls area. By injecting gas 
into the storage reservoir during off-peak periods for withdrawal during peak 
periods, Applicant will be able to assure an adequate and uniform supply of gas 
to the Wichita Falls market area during periods of peak demand. 

Applicant estimates that an additional 472,907 barrels of oil will be recovered 
as a result of storing gas in the Ambassador Field, after which the reservoir 
will have a storage capacity of approximately 2,559,525 Mcf of gas. To main- 
tain a minimum working pressure of 1,600 psia, 993,000 Mcf of cushion gas will 
be required, leaving a working storage capacity of approximately 1,566,525 Mcf. 
Applicant proposes to inject approximately 6,000 Mcf per day into the storage 
formation during off-peak periods from Oklahoma sources. Approximately 
50,000 Mcf per day could be withdrawn; however Applicant will withdraw only 
24,000 Mcf on peak days, due to limited pipeline capacity. 

Applicant estimates the requirements of the Wichita Falls area are as 
follows: 


Requirements in Mcf 
Years of Service: Peak Day Annual 


13, 320, 894 
13, 747, 163 
118, 986 14, 187, 072 
14, 626, 871 


The peak day demands of the Wichita Falls market area are presently served 
by gas withdrawn from the New York City storage field and 24,911 Mcf per day 
from Applicant’s Golden Trend-Petrolia-Ft. Worth line. Gas withdrawn from 
the New York City Field is also transported to the Petrolia-Ft. Worth line for 
delivery to the Ft. Worth area. Apparently, the increasing requirements of the 
Ft. Worth market necessitate diverting gas from the New York City Field to 
that area instead of to Wichita Falls, and the Ambassador Storage Project is to 
be used to help make up the resulting deficiency as well as providing for the 
increased requirements of the Wichita Falls area. 

It appears that the Applicant’s existing gas reserves are adequate to fill the 
storage field. 

Applicant estimates the total cost of the Ambassador Storage Project at 
$740,914, including $193,807 paid to Lone Star Producing Company for leases and 
wells in the Ambassador Field. Applicant will finance the project out of avail- 
able company funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
March 14, 1958, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
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decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of such gas for resale, and there- 
fore is a “natural-gas company” within the meaning of the Natural Gas Act and 
subject to the provisions thereof as heretofore found by the Commission. 

(2) The facilities and operations hereinbefore described, as more fully 
described in the application herein, are proposed to be used in the transporta- 
tion and sale of natural gas in interstate commerce for resale, subject to the 
jurisdiction of the Commission as integral parts of Applicant’s existing natural 
gas system, and the construction and operations proposed are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant, Lone Star Gas Company, is able and willing properly to do 
the acts and to perform the services proposed and to conform to the provisions 
of the Natural Gas Act and the requirements, rules and regulations of the Com- 
mission thereunder. 

(4) The proposed construction and operation of the subject facilities by 
Applicant, together with the operation of any facilities subject to the jurisdiction 
of the Commission necessary therefor, are required by the public convenience 
and necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (ce) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate herein issued to Applicant, and to the 
exercise of the rights granted thereunder. 

(6) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Applicant to construct and operate the facilities 
hereinbefore described, all as more fully described in the application in this 
proceeding and the exhibits appended thereto, for the transportation and sale 
of natural gas as therein set forth, subject to the jurisdiction of the Commis- 
sion, upon the terms and conditions of this order. 

(B) The certificate issued herein shall be accepted in writing and under 
oath by Applicant within thirty days from the date of issuance of this order. 

(C) There shall attach to the issuance of the certificate granted herein, and 
to the exercise of the rights granted thereunder, the general terms and condi- 
tions set forth in paragraphs (b) (c) (3), (c) (4) and (e) of Section 157.20 
of the Commission’s regulations under the Natural Gas Act, as well as the fol- 
lowing specific conditions: 

1. The original reservoir pressure of 2,879 psia in the storage field shall not 
be exceeded without prior authority from the Commission. 

2. Semi-annual reports shall be submitted coinciding with the termination 
of input and withdrawal cycles, showing the total volumes of natural gas injected 
and withdrawn from the Ambassador Storage Field, the shut-in pressure cor- 
responding to the gas in storage, together with any other information that may 
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be necessary for the analysis of the operating characteristics and determination 
of the feasibility of the Ambassador storage project. These semi-annual reports 
should be filed until Lone Star has completed two injection and withdrawal 
eycles when the storage reservoir pressures, after the injection cycle, has 
reached or has closely approximated the original reservoir pressue of 2,879 psia. 

(D) The construction of the facilities by Applicant, as authorized in para- 
graph (A) shall be completed and placed in operation within 8 months from 
the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


COLORADO-WYOMING GAS COMPANY, DOCKET NO. G-—14180 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 24, 1958) 


On January 6, 1958, Colorado-Wyoming Gas Company (Applicant) filed an 
application in Docket No. G—14180, pursuant to Section 7 (c) of the Natural 
Gas Act, for a certificate of public convenience and necessity authorizing the 
construction and operation of certain natural gas facilities for the purpose of 
providing additional service to Applicant’s existing resale customers, and to 
enable Applicant to provide higher BTU gas to Public Service Company of 
Colorado (Public Service) for use in certain existing markets north of Denver, 
Colorado. 

The facilities for which authorization is sought herein are: 

(1) Three additional town border stations to enable customer Public Service 
to serve more adequately the cities of Fort Collins, Loveland, and Longmont, 
Colorado ; 

(2) A meter station at East 88th Avenue and Monaco Parkway, Denver, 
Colorado, to enable customer Public Service to serve more adequately the 
suburban area north of that point; 

(3) Fifteen new farm taps and five group taps to be installed during 1958 
at various locations along Applicant’s pipeline system to provide additional 
service to existing resale customers Public Service Company of Colorado, Chey- 
enne Light, Fuel and Power Company, Greeley Gas Company, and Rocky Moun- 
tain Natural Gas Company ; and 

(4) Approximately 18,500 feet of new 16-inch suction line into Applicant’s 
existing Mesa Compressor Station near Denver from an additional connection 
with Colorado Interstate Gas Company’s Rock Springs-Denver line, to enable 
Applicant to provide Public Service with higher BTU gas to minimize potential 
utilization problems on Public Service’s system north of Denver. 

Applicant estimates the total capital cost of the proposed new facilities at 
$163,930, which will be financed from available company funds. No additional 
main line capacity will be required to make the proposed additional deliveries, 
nor will Applicant’s available gas supply be appreciably affected thereby. 

Temporary authority to construct and operate the proposed metering station 
at Bast 88th Avenue and Monaco Parkway, Denver, Colorado, was granted to 
Applicant on March 3, 1958. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 18, 1958, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
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the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Colorado-Wyoming Gas Company, a Delaware corporation 
having its principal place of business in Denver, Colorado, is a “natural-gas 
company” within the meaning of the Natural Gas Act as heretofore found by 
the Commission in its order of June 5, 1945, in Docket No. G-285 (4 FPC 938). 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication herein, are proposed to be used in the transportation of natural gas 
in interstate commerce, subject to the jurisdiction of the Commission, as in- 
tegral parts of Applicant’s existing pipeline system and the construction and 
operation thereof by Applicant are subject to the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant, Colorado-Wyoming Gas Company, is able and willing properly 
to do the acts and to perform the services proposed and to conform to the pro- 
visions of the Natural Gas Act and the requirements, rules and regulations of 
the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraph (a), (b), (c) (3), (ce) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder, and that the time within which 
construction of the facilities authorized by this order shall be completed and in 
actual operation should be fixed at six months from the date on which this 
order issues, except that as to the new farm and group taps to be installed 
during the calendar year 1958, Applicant should submit all pertinent details as 
to the construction and operation thereof on or before March 1, 1959. 

(6) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure herein was unopposed by any party of 
record, and not having been denied by the Commission is granted pursuant to 
Section 1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Colorado-Wyoming Gas Company to construct and operate 
the facilities hereinbefore described, all as more fully described in its applica- 
tion in this proceeding and the exhibits appended thereto, for the transportation 
and sale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (3), (ce) (4), and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized to Applicant shall 
be constructed and placed in actual operation as provided by paragraph (b) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
is hereby fixed at six months from the date on which this order issues, except 
that as to the new farm and group taps to be installed during the calendar 
year 1958, Applicant shall submit all pertinent details as to the construction and 
operation thereof on or before March 1, 1959. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—13832 
NEVADA NATURAL GAS PIPE LINE CO., DOCKET NO. G—14217 


FINDINGS AND ORDER DISMISSING APPLICATION AND ISSUING CERTIFICATE OF PUBLIC 
CONVENIENCE AND NECESSITY 


(Issued March 24, 1958) 


On December 2, 1957 El Paso Natural Gas Company (El Paso), a Delaware 
corporation, with its principal place of business in El Paso, Texas, filed an 
application, pursuant to Section 7 of the Natural Gas Act, for a certificate 
of public convenience and necessity to sell natural gas to Southwest Gas 
Corporation (Southwest), in interstate commerce for resale for ultimate public 
consumption, and to operate certain facilities necessary to effect the proposed 
sale, all subject to the jurisdiction of the Commission. 

Nevada Natural Gas Pipe Line Company (Nevada), a Nevada corporation, 
with its principal place of business at Las Vegas, Nevada, filed an application 
on January 10, 1958, pursuant to Section 7 of the Natural Gas Act, for a certifi- 
cate of public convenience and necessity authorizing only the construction of 
certain facilities proposed to be leased by Nevada to and operated by El Paso 
in order to effect the aforementioned sale of gas to Southwest, as more fully 
described in the application on file with the Commission. 

El Paso proposes to deliver and sell natural gas to Southwest through certain 
mainline taps to be constructed on a 16-inch O. D. pipeline located in Mohave 
County, Arizona, which is presently under lease to El Paso by Nevada. Said 
lease agreement provides that El Paso dedicate the leased facilities to the 
exclusive use of Nevada except that El Paso may utilize such facilities for the 
transportation and delivery of natural gas to others for its own account to 
the extent that such pipeline will permit transportation and delivery of natural 
gas to others without interfering with the agreed deliveries to Nevada. 

The additional facilities proposed in Nevada’s application and which El Paso 
proposes to operate will be used by El Paso in conjunction with existing facilities 
to deliver relatively small quantities of natural gas to Southwest for resale 
by it to the residents and other users within and adjacent to Bullhead City 
and to other residential, non-residential and irrigation consumers in the Mohave 
County, Arizona area to be served by Southwest. These facilities consist of 
taps along the aforementioned 16-inch line at Bullhead City, Mohave County, 
and at nine other locations along the same line for the deliveries to be made 
by El Paso. 

El Paso will supply the gas volumes required for the proposed sale to Southwest 
from its existing general sources of supply, including those available in the 
Permian Basin of West Texas and New Mexico and San Juan Basin of New 
Mexico. The relatively small volumes of gas involved will not appreciably affect 
El Paso’s system reserves. 

Nevada states in its application that it proposes to construct the following 
specific facilities for the purpose of facilitating deliveries and sales of natural 
gas by El Paso to Southwest for resale by Southwest to the residents and 
other users of natural gas within the area to be served : 

(1) A tap to be known as “Bullhead City Tap” near Bullhead City, Mohave 
County, Arizona, for distribution of gas to domestic and commercial customers 
in that community. 
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(2) Nine main line taps along the transmission line in Mohave County leased 
by Nevada to El Paso, for distribution of gas to irrigation customers. 

The total estimated cost of the proposed facilities to be constructed by Nevada 
is $5,565. The application indicates that Nevada will neither operate nor main- 
tain said facilities but will lease such facilities to El Paso under the terms of 
the existing leasing agreement. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 11, 1958, respecting the matters involved in and the issues presented 
by the application. No petition to intervene in opposition or protest to the 
granting of the application has been received. Staff counsel moved orally at 
the hearing that the intermediate decision procedure be omitted and the Com- 
mission render a decision herein pursuant to Section 1.30 (c) (1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, El Paso Natural Gas Company, a Delaware corporation having 
its principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the 
Commission. 

(2) Applicant, Nevada Natural Gas Pipe Line Company, does not show that 
it will be engaged in the transportation or sale of gas in interstate commerce 
for resale through the facilities proposed to be constructed, but rather that Appli- 
cant, El Paso, will lease and operate such facilities for the sale and trans- 
portation of natural gas in interstate commerce for resale, subject to the juris- 
diction of the Commission, as set forth in paragraph (3) herein. Accordingly, 
Nevada’s proposed construction does not require certification and its applica- 
tion should be dismissed. 

(3) The proposed sale of natural gas by Applicant, El Paso, to Southwest 
Gas Corporation, hereinbefore described, as more fully described in the applica- 
tion, will be made in interstate commerce for resale, subject to the jurisdiction 
of the Commission, and therefore, said sale is subject to the requirements of 
subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) The facilities proposed to be operated by El Paso as an integral part of 
the existing natural gas pipeline system leased by El Paso from Nevada, will 
be used for the transportation and sale of natural gas in interstate commerce 
for resale, subject to the jurisdiction of the Commission, and therefore, the 
operation of said facilities is subject to the requirements of subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(5) Applicant, El Paso, is able and willing properly to do the acts and to 
perform the service proposed and to conform to the provisions of the Natural 
Gas Act, and the requirements, rules and regulations of the Commission there- 
under. 

(6) The operation by Applicant, El Paso, of the facilities referred to in 
paragraph (4) hereof are or will be required by the present or future public 
convenience and necessity, and therefore El Paso’s request for a certificate 
of public convenience and necessity should be granted and Applicant authorized 
to perform the aforesaid acts, operations and service as hereinafter ordered 
and conditioned. 

(7) Applicant, El Paso Natural Gas Company is able and willing properly 
to do the acts and to perform the service proposed and to conform to the pro- 
visions of the Natural Gas Act, and the requirements, rules and regulations of 
the Commission thereunder. 

(8) The sale of natural gas by Applicant, El Paso Natural Gas Company, 
together with the operation of the facilities subject to the jurisdiction of the 
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Commission necessary therefor, is required by the public convenience and neces- 
sity, and a certificate therefor should be issued as hereinafter ordered and 
conditioned. 

(9) Public convenience and necessity require that the general terms and con- 
ditions set forth in subsection (b) of Section 157.20 of the Commission’s regula- 
tions under the Natural Gas Act should attach to the certificate hereinafter 
issued to El Paso and to the exercise of the rights granted thereunder. 

(10) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted, pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso Natural Gas Company to operate the facilities 
and to transport and sell natural gas as hereinbefore described, all as more 
fully described in the application in this proceeding, upon the terms and condi- 
tions of this order. 

(B) The application of Nevada Natural Gas Pipe Line Company is herewith 
dismissed on the basis of the finding in paragraph (2) herein. 

(C) The time within which the services hereby authorized shall be actually 
undertaken and regularly performed by El Paso, as provided by paragraph (b) 
of Section 157.20 of the Commission’s Rules is hereby fixed at 8 months from the 
date on which this order issues. 

(D) The certificate issued in paragraph (A) hereof shall be deemed accepted 
and of full force and effect unless refused in writing and under oath by Appli- 
cant within 30 days from the date of issuance of this order. 

(E) The certificate issued to El Paso herein is not transferrable and shall 
be effective only so long as Applicant continues the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act and the 
applicable rules, regulations and orders of the Commission thereunder. 


3efore Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


FLORIDA POWER CORPORATION, PROJECT NO. 682 
ORDER APPROVING PROJECT EXHIBIT 
(Issued March 24, 1958) 


On December 10, 1957 Florida Power Corporation, licensee for major Project 
No. 682, filed for Commission approval an Exhibit L drawing showing plans 
for repair of the Jackson Bluff dam, involving the reconstruction of about 
2500 feet of the dam, which was washed out, or otherwise damaged. In addi- 
tion, the licensee proposes to strengthen the remaining sections of the dam by 
lattening the downstream slope and placing a berm on the upstream side. 

The failure occurred in portions of the Jackson Bluff earth-fill dam on Sep- 
tember 30, 1957 causing a washout of about 1290 feet and damage to about 435 
feet of the structure. It was concluded by the licensee’s consulting soils and 
foundation engineer that the immediate cause of the failure of the dam (con- 
structed in 1928-1929) was the saturation of the downstream face of the dam 
due to heavy rains in September. 


554728—-61——_ 26 
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By letter dated December 20, 1957, the licensee was informed that the Com- 
mission would interpose no objection to its proceeding with the reconstruction 
and improvement of the earthen dam. 

The chief of Engineers, Department of the Army, approved the tracing of the 
Exhibit L insofar as the interests of navigation are concerned. 

The Commission finds: 

(1) Public notice of the filing of the drawing was published. No protests 
have been received. 

(2) The Exhibit L drawing, which supplements Exhibit L, Sheet 8 (FPC No. 
682-80) and supersedes that part of Exhibit L, Sheet 9 (FPC No. 682-81) show- 
ing typical earth-dike section, now parts of the license, conforms to the Com- 
mission’s rules and regulations and should be approved as part of the license 
for the project and Exhibit L, Sheet 9 (FPC No. 862-81) should be eliminated 
from the license to the extent it is superseded. 

The Commission orders: 
(A) The following described Exhibit L drawing is approved as part of the 


license for project No. 682 and the above-described Exhibit L, Sheet 9 is elimi- 
nated from the license only to the extent that it has been superseded: 


Echibit L—Sheet 11 (FPC No. 682-171) entitled “Jackson Bluff Dam 
Repair Plan and Sections” 


(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


WISCONSIN MICHIGAN POWER COMPANY, PROJECT NO. 1759 
ORDER FURTHER AMENDING LICENSE (MAJOR) 
(Issued March 24, 1958) 


Application was filed October 2, 1957, by Wisconsin Michigan Power Com- 
pany, licensee for major Project No. 1759, for further amendment of its license 
for the project consisting of the Way, Peavy Falls, and Twin Falls develop- 
ments, on the Michigamme and Menominee Rivers, navigable waters of the 
United States, in Iron and Dickinson Counties, Michigan, and Florence County, 
Wisconsin. 

The application seeks to exclude from the license a substation located in the 
Twin Falls powerhouse building on the Menominee River in Dickinson County, 
Michigan, said substation having been removed and retired from service, and 
to include in the license a new substation constructed outdoors within the project 
boundary. The licensee states that these changes in the project works are 
necessary to eliminate lightning hazards to the generating equipment, personnel 
and plant operation. The effect of the amendment would be that the project 
works as described in the license would be altered by the substitution of the 
outdoor substation for one of the two substations built integral with the power- 
house. The proposed amendment would not require an extension of the present 
project boundary. 

There were filed as part of the application Exhibit L (FPC Nos. 1759-53 
and -54) and Exhibit M, a statement in five sheets of general descriptions and 
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general specifications of equipment installed at Twin Falls Plant, reflecting 
the above-mentioned changes in the project works and superseding Exhibit L 
(FPC No. 1759-32) and Exhibit M filed with the Commission on September 23, 
1943, now part of the license. 

The Secretary of the Army and the Chief of Engineers, Department of the 
Army, have approved Exhibit L (FPC No. 1759-53) insofar as the interests of 
navigation are concerned. 


The Commission finds: 


(1) The license, further amended as hereinafter provided, will not alter 
any of the basic facts upon which the license was issued. 

(2) Public notice of the filing of the application has been given as required 
by the Federal Power Act. No protests were filed. 

(3) Exhibit L (FPC Nos. 1759-53 and -54) and Exhibit M filed with the 
Commission on October 2, 1957, conform to the Commission’s rules and regula- 
tions and should be approved as part of the license for the project, and super- 
seded Exhibit L (FPC No. 1759-32) and superseded Exhibit M filed with the 
Commission on September 23, 1943, should be eliminated from the license as 
hereinafter provided. 


The Commission orders: 


(A) Exhibit L (FPC Nos. 1759-53 and -54) and Exhibit M filed with the 
Commission on October 2, 1957, are approved as part of the license for Project 
No. 1759 as hereinafter further amended, and superseded Exhibit L (FPC 
No. 1759-32) and superseded Exhibit M filed with the Commission on September 
23, 1943, are eliminated from the license. 

(B) The license for major Project No. 1759, as amended, is further amended 
as follows: 

PARAGRAPH I. Paragraph B of Article 2 of the license, as amended, is further 
amended by eliminating the phrase “two substations built integral with the 
powerhouse,” from the description of the Twin Falls development and by sub- 
stituting therefor the words “an outdoor substation, a substation built integral 
with the powerhouse,”. 

(C) This amendment in the manner set out above shall not operate to alter 
or amend the license for Project No. 1759 in any other respect and shall not 
in any way constitute a waiver of any other part, provision or condition of 
the license as heretofore amended. 

(D) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this amendment of the license. In acknowledgment of the ac- 
ceptance of this amendment of the license, this instrument shall be signed for the 
licensee and returned to the Commission within 60 days from the date of is- 
suance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TAPOCO, INC., PROJECT NO. 2169 
ORDER APPROVING REVISED EXHIBITS 
(Issued March 24, 1958) 


Application was filed February 7, 1958 by Tapoco, Inc., licensee for major 
Project No. 2169, for Commission approval and inclusion in the license for 
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the project of the following described revised exhibits showing modernization 
of the high tension oil circuit breakers, in the Calderwood, Santeetlah and Cheoah 
switchyards: 

Exhibit M-3: General Description of Mechanical and Electrical Equipment 
for Calderwood development in two sheets filed in the Commission February 7, 
1958, and superseding M-3 filed October 25, 1954. 

Evhibit M—4: General Description of Mechanical and Electrical Equipment for 
Cheoah development in two sheets filed in the Commission February 7, 1958 
and superseding M—4 filed October 25, 1954. 

Exhibit M-—5: General description of Mechanical and Electrical Equipment for 
Santeetlah development in one sheet filed in the Commission February 7, 1958 and 
superseding M-—5 filed October 25, 1954. 


The Commission finds: 


The above-described revised exhibits conform to the Commission’s rules and 
regulations and should be approved as part of the license for the project, 
and the exhibits described above as being superseded should be eliminated from 
the license as hereinafter provided. 


The Commission orders: 


(A) The above-described revised exhibits are approved as part of the license 
for Project No. 2169, and the exhibits described above as being superseded are 
eliminated from the license for the project. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE MANUFACTURERS LIGHT AND HEAT COMPANY, DOCKET NO. 
G—12155 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING ABANDONMENT OF FACILITIES 


(Issued March 25, 1958) 


The Manufacturers Light and Heat Company (Applicant), a Pennsylvania 
corporation and a subsidiary of the Columbia Gas System, Inc., having its princi- 
pal place of business in Pittsburgh, Pennsylvania, filed on March 5, 1957, an 
application, pursuant to Section 7 of the Natural Gas Act, for a certificate of 
public convenience and necessity authorizing the construction and operation of 
additional facilities required in connection with the sale and delivery of natural 
gas for existing market areas in and around the communities of Clarington, 
Hannibal and Sardis in Monroe County, Ohio, and New Martinsville in Wetzel 
County, West Virginia, and the initiation of interruptible service to the Olin 
Mathieson Chemical Corporation’s new aluminum plant at Buck Hill Bottom, 
Ohio Township, Monroe County, Ohio, and also for permission under Section 
7 (b) of said act to abandon certain transmission facilities to be replaced. 

Applicant presently supplies the entire natural gas requirements of the com- 
munities of Clarington, Hannibal and Sardis, in Monroe County, Ohio along 
the Ohio River and New Martinsville in Wetzel County, West Virginia on the 
eastern bank of the river. Applicant proposes to sell initially up to 9,000 Mcf 
of natural gas per day to the Olin Mathieson plant, as well as provide for the 
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increasing demands of said communities, by constructing and operating the 
facilities hereinafter described. 

Applicant estimates the area’s requirements on a maximum winter day (a plus 
8° F. day when all customer requirements would be served, rather than a minus 
3° day, which is Applicant’s design peak day, when industrial curtailment 
averaging 75 percent would be required), as follows: 


Maximum winter day requirements in Mcf 


| 
| Hannibal, 
Year of service | Clarington |New Martins-| Sardis and 
ville | Olin Mathie- 
| son 


494 
9, 597 
9, 684 


Total for 1957-1958 maximum winter day, 14,507 Mcf. 


Applicant proposes the following construction: 

Job A—Approximately 7.40 miles of 16-inch transmission pipeline extending 
from Applicant’s existing 16-inch main Line No. 1 in Wetzel County, West 
Virginia to the Ohio River; 0.23 of a mile of 16-inch river crossing, and 1.55 
miles of 12-inch line from the river to the Olin Mathieson plant at Buck Hill 
Bottom; and a measuring and regulating station for service to said plant. 

Applicant shows that the two existing lines, 6-inch Line No. 1648 and 4-inch 
Line No. 1144, can transport an estimated maximum daily volume of 6,500 Mcf 
into said service areas, whereas a maximum winter day requirement of 14,507 
Mef is estimated for the winter of 1957-1958. The proposed increased capacity 
would allow the estimated requirements to be transported at the available 
pressures. 

In addition, Manufacturers proposes to abandon 1.45 miles of 3-inch trans- 
mission Lines No. 1144 and No. 1151 from the vicinity of Proctor, West Virginia, 
across the Ohio River to the site of the Olin Mathieson plant. 

Job B—Approximately 3.93 miles of 6-inch transmission line from a connec- 
tion with the 12-inch line proposed in Job A to Clarington, Ohio, replacing a 
like amount of 3-inch and 4-inch Line No. 1144, which Applicant proposes to 
abandon. 

Applicant shows that with the installation of Job A, the existing Line No. 
1144 would be adequate to meet the present market demands in the Clarington 
area. However, the Ohio Department of Highways has notified Applicant that 
Route 7 will be relocated in this area, which will require Applicant to change 
the location of its existing facilities. In order to provide for the future growth 
of the service areas, Applicant proposes to replace this portion of Line 1144 
with 6-inch pipe. 

Job C—Approximately 4.79 miles of 6-inch transmission line from the Olin 
Mathieson plant south to a point opposite New Martinsville, West Virginia, 
0.47 of a mile of 10-inch transmission line running eastwardly from that point 
to New Martinsville, and 3.1 miles of 4-inch transmission line from a junction 
of the proposed 6-inch and 10-inch lines to Sardis, Ohio. 

New Martinsville has been served through Line No. 1144 into which gas is fed 
from two directions, north and east. From New Martinsville Line No. 1149 
crosses the Ohio River to a connection with Line No. 1151 which leads north to 
serve Hannibal while No. 1149 continues south to Sardis. 

Applicant’s present facilities can carry approximately 2,953 Mcf per day to 
New Martinsville, whereas the estimated peak day requirements of the area on 
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a peak day for 1957-58 is 4,494 Mcf. Applicant states that the proposed facilities, 
together with existing facilities, will have sufficient capacity to serve the re- 
quirements of both the Hannibal-Sardis area and the New Martinsville area. 

Applicant also proposes to abandon 4.79 miles of 3-inch and 4-inch transmission 
Line No. 1151 and 3.57 miles of 2-inch and 4-inch Line No. 1149 from the Olin 
Mathieson plant south to Sardis, and the line, exclusive of the river crossing, 
leading to New Martinsville, as these lines will no longer be required when the 
new lines are in operation. 

Applicant estimates the total cost of the proposed facilities will be $1,160,300 
including an estimated plant investment of $457,100 for the service to Olin 
Mathieson. Manufacturers proposes to abandon its lines in place at a cost of 
$600 and proposes to credit to fixed capital the sum of $49,400. 

The proposed construction will be financed by The Columbia Gas System, Inc., 
except that Olin Mathieson will deposit with Applicant the sum of $457,100 
toward the cost of constructing the proposed facilities which will be reimbursed 
in accordance with agreement between the parties. 

Applicant shares in the gas supply available to The Columbia Gas System, 
Inc., which appears to be reasonably adequate to meet estimated future re- 
quirements, including the proposed service. 

Temporary authorization was granted on April 10, 1957, to The Manufacturers 
Light and Heat Company to construct and operate the facilities described as 
Job A in its application herein for the delivery of a maximum of 9,000 Mcf per 
day to Olin Mathieson Chemical Corporation. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 17, 1958, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 

(1) The Manufacturers Light and Heat Company, a Pennsylvania corpora- 
tion and a subsidiary of The Columbia Gas System, Inc., having its principal 
place of business in Pittsburgh, Pennsylvania, is a “natural-gas company” within 
the meaning of the Natural Gas Act as heretofore found by the Commission in 
its Order of December 29, 1944, in Docket Nos. G—593, G-—386, G—390, G-392, 
G-503, G-510, G-496 (4 F. P. C. 821). 

(2) The facilities proposed to be constructed, as hereinbefore described, and 
as more fully described in the application, are proposed to be used in the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, as an integral part of Applicant’s existing pipeline system, 
and the construction and operation thereof by Applicant, are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
to the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (1), (ec) (3), (ce) (4) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act, 
and also the condition that deliveries of natural gas by Applicant to Olin 
Mathieson Chemical Corporation shall be limited to a maximum of 9,000 Mcf 
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per day should attach to the certificate hereinafter issued and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order shall be completed and in actual operation 
should be fixed at 6 months from the date on which this order issues. 

(6) The facilities proposed to be abanduned as hereinbefore described, are 
used in the transportation and sale of natural gas in interstate commerce sub- 
ject to the jurisdiction of the Commission and such abandonment is subject 
to the requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(7) The proposed abandonment of the facilities for the purposes requested 
are required by the public convenience and necessity, and permission and 
authorization therefor should be granted as hereinafter ordered. 

(8) Staff Counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30 (c) (1) 
of the Commission’s Rules of Practice and Procedure having been satisfied, 
sufficient cause exists for the Commission forthwith to render its final decision 
in the instant proceeding. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to The Manufacturers Light and Heat Company authorizing it 
to construct and operate the facilities hereinbefore described, all as more fully 
described in the application, for the transportation of natural gas as therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order. 

(B) This certificate shall be accepted in writing, and under oath, by a respon- 
sible official of Applicant, and the general terms and conditions set forth 
in paragraphs (a), (b), (c) (1), (e) (3), (ec) (4) and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act, and also the 
condition that deliveries of natural gas by Applicant to Olin Mathieson Chemical 
Corporation shall be limited to a maximum of 9,000 Mcf per day, shall attach 
to the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at 6 months from the date on which this order issues. 

(D) Permission and approval be and is hereby granted to The Manufacturers 
Light and Heat Company to abandon the facilities as hereinbefore described. 

(E) Applicant shall notify the Commission of the date of abandonment of 
the facilities within 10 days of the date thereof. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS GAS TRANSMISSION CORPORATION, DOCKET NOS. G—12344 AND 
G-13835 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 

(Issued March 25, 1958) 


On December 2, 1957, Texas Gas Transmission Corporation (Applicant) filed, 
in Docket No. G—13835, an application, pursuant to Section 7 (c) of the Natural 
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Gas Act, for a certificate of public convenience and necessity authorizing the 
sale and delivery of up to 10,000 Mcf of natural gas per day for a temporary 
period to June 30, 1958, to Mississippi River Fuel Corporation, from the East 
Lake Palourde Field, Assumption Parish, Louisiana. 

On the same day, December 2, 1957, Applicant filed an application for amend- 
ment of the certificate issued on August 2, 1957, in Docket No. G—12344, 18 
F. P. C. 106, to permit an increase in the volumes of gas transported by appli- 
cant for the account of Mississippi River Fuel Corporation by 10,000 Mcf per 
day, to a maximum of 25,000 Mcf per day. No additional facilities are needed 
as deliveries will be through existing connections between the two companies. 

Mississippi River Fuel Corporation requested this additional volume of gas 
from Applicant to supplement its general supply during the 1957-1958 winter. 
The volumes of gas proposed to be delivered by Applicant are minor and would 
have no appreciable effect upon Applicant’s gas reserves. 

Temporary authorization for the proposed sale and increased transportation 
herein, limited to the period ending June 30, 1958, and providing that said 
sale and increased transportation shall be interrupted when necessary to permit 
Applicant to maintain firm deliveries to its other customers, was issued on 
December 6, 1957. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 11, 1958, respecting the matters involved in and the issues presented by 
these applications. No petitions to intervene or protests to the granting of the 
applications have been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission jinds: 


(1) Applicant, Texas Gas Transmission Corporation, a Delaware corporation 
having its principal place of business in Owensboro, Kentucky, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of March 30, 1949, in Docket No. G-859 (8 FPC 
228). 

(2) The sale of natural gas and the transportation of increased volumes 
thereof by Applicant, as hereinbefore described and as more fully described 
in the applications in Docket Nos. G—12344 and G—13835, will be made in inter- 
state commerce, subject to the jurisdiction of the Commission, and such sale 
and transportation by Applicant, together with the operation of any facilities 
subject to the jurisdiction of the Commission necessary therefor, are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural Gas 
Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
‘and the requirements, rules and regulations of the Commission thereunder. 

(4) The sale of natural gas by Applicant as applied for in Docket No. G—13835, 
together with the operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor, is required by the public convenience and neces- 
sity, and a certificate therefor should be issued as hereinafter ordered and con- 
ditioned. 

(5) The transportation of increased volumes of natural gas as applied for 
in the application to amend the certificate in Docket No. G—12344, together 
with the operation of any facilities subject to the jurisdiction of the Com- 
mission necessary therefor, is required by the public convenience and necessity, 
and said certificate should be amended as applied for herein. 
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(6) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(ec) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued, upon the terms and conditions of this order, authorizing the sale 
by Texas Gas Transmission Corporation of natural gas in interstate commerce 
for resale, together with the operation of any facilities subject to the jurisdiction 
of the Commission necessary therefor, as hereinbefore described and as more 
fully described in the application and exhibits in Docket No. G—13835. 

(B) The order issued on August 2, 1957, in Docket No. G—12344, granting a 
certificate of public convenience and necessity to Texas Gas Transmission Cor- 
poration, is hereby amended to permit an increase in the volumes of gas trans- 
ported by Applicant for the account of Mississippi River Fuel Corporation by 
10,000 Mcf per day, to a maximum of 25,000 Mcf per day. 

(C) The certificate issued in paragraph (A) hereof, and the amendment 
granted in paragraph (B) hereof, shall be accepted by Applicant in writing and 
under oath within 30 days from the date of issuance of this order. 

(D) The certificate and amendment are not transferable and shall be effec- 
tive only so long as Applicant continues the acts or operations hereby author- 
ized in accordance with the provisions of the Natural Gas Act and the applicable 
rules, regulations and orders of the Commission. 

(E) The sale and increased transportation authorized herein shall be inter- 
rupted when necessary to permit Applicant to maintain firm deliveries to its 
other customers and shall not extend beyond June 30, 1958, unless otherwise 
ordered for good cause shown. Necessary rate filings covering the proposed 
sale and service shall be filed pursuant to Sections 154.1 to 154.66, inclusive, 
of the Commission's Regulations under the Natural Gas Act. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, ET AL., DOCKET NO. G—12189, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued March 25, 1958) 


The Ohio Oil Company (Ohio), an Ohio corporation, with principal place of 
business at Findlay, Ohio, and United Gas Pipe Line Company (United), a 
Delaware corporation with principal place of business at Shreveport, Louisiana, 
hereinafter collectively referred to as Applicants, filed in Docket No. G—12185 on 
March 11, 1957, as amended April 15, 1957, and in Docket No. G—12189 on 
March 11, 1957, respectively, separate applications for certificates of public 
convenience and necessity, pursuant to Section 7 (c) of the Natural Gas Act, 
authorizing applicants to render service as hereinafter described, subject to 
the jurisdiction of the Commission, all as more fully represented in the 
applications. 

United proposes to construct and operate approximately 10.2 miles of 8-inch 
lateral transmission line extending southerly from a point of connection on 


*Omitted portions of this order relate to the issuance of independent producer 
certificates. 
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United’s existing 6-inch line in S65, T12S, R3E, Vermilion Parish, Louisiana, 
to the Theall Area, Vermilion Parish, Louisiana, together with a meter and 
separator at the end thereof. The estimated total cost of these facilities is 
$335,343 which will be financed by United out of current working funds. These 
facilities will be used for the purpose of enabling United to take natural gas 
produced by Ohio in the Theall Area, Vermilion Parish, Louisiana, into its 
existing pipeline system. United will use this gas to assure the continued and 
uninterrupted flow of natural gas to its existing customers in meeting their 
present and future requirements. United also seeks authority to construct 
and operate such other facilities as may be required from time to time to connect, 
or to take additional deliveries from wells in the Theall Area. 

Ohio, for itself and as Operator for Hudson Gas & Oil Corporation (Hudson), 
Texas Gas Exploration (Texas), and Pano Tech Exploration Corporation (Pano) 
as Agent for Carl E. Siegesmund, et al., proposes to sell natural gas in inter- 
state commerce produced from the respective interests of such parties in leases 
located in the Theall Area, Vermilion Parish, Louisiana, to United for resale. 
In this respect, Ohio has entered into a gas sales contract with United, dated 
February 1, 1957 as amended on the same date, under the terms of which Ohio 
has dedicated to the performance thereof, all of the natural gas, subject to 
certain reservations, produced from Ohio’s interests in all lands and leaseholds 
now owned (36 leases) or hereafter acquired by Ohio in the Theall Area, 
Vermilion Parish, Louisiana, as set forth in Exhibits B and D to the contract 
as amended. 

















* * * * * * * 


The supply of gas available is reasonably adequate for the purpose of war- 
ranting the construction and operation of these facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 13, 1958, respecting the matters involved in and the issues presented by 
the applications. No petition to intervene in opposition or protest to the grant- 
ing of the applications has been received. Staff Counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and the Commis- 
sion render a decision herein pursuant to Section 1.30 (c) (1) of the Commis- 
sion’s Rules of Practice and Procedure. 


The Commission finds: 








- * * 





» 





* ~ * 

(2) United is engaged in the transportation of natural gas in interstaie com- 
merce and the sale in interstate commerce of such gas for resale, and therefore, 
is a “natural-gas company” within the meaning of the Natural Gas Act and 
subject to the provisions thereof as heretofore found by the Commission. 

(3) The facilities hereinbefore described, as more fully described in the appli- 
cation in Docket No. G—-12189, which are proposed to be constructed and operated 
by United as an integral part of its existing natural gas system will be used for 
the transportation of natural gas in interstate commerce subject to the jurisdic- 
tion of the Commission, and therefore, said facilities are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 
+ 


* * 





* oo” ~ = 

(5) Ohio and United, are each able and willing properly to do the acts and to 
perform the service proposed and to conform to the provisions of the Natural 
Gas Act, and the requirements, rules and regulations of the Commission there- 
under. 

(6) The construction and operation by United of the facilities referred to in 
paragraph (3) hereof and the sale of natural gas by Ohio, referred to in para- 
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graph (4) hereof, together with the construction and operation by Ohio of any 
facilities subject to the jurisdiction of the Commission necessary therefor, are 
or will be respectively required by the present or future public convenience 
and necessity, and therefore, Ohio’s and United’s separate requests for a certifi- 
eate of public convenience and necessity should be granted and Ohio and 
United each authorized to perform the aforesaid acts, operations, sale and serv- 
ice as proposed and as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (1), (c) (3), (ce) (4), and (e) of 
Section 157.20 of the Commission’s Rules and Regulations, including the Rules 
of Practice and Procedure (18 CFR 157.20) should attach to the issuance of the 
certificate to United referred to in paragraph (6) above, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order shall be completed and said facilities placed 
in actual operation should be fixed at 6 months from the date on which this 
order issues. 

(8) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 

The Commission orders: 


(A) Certificates of public convenience and necessity be and the same hereby 
are issued to United and Ohio, respectively, authorizing the construction and 
operation by United of the facilities referred to in Findings (3) and (6) hereof 
and the sale of natural gas by Ohio, referred to in Findings (4) and (6) hereof, 


together with the construction and operation by Ohio of any facilities subject 
to the jurisdiction of the Commission necessary therefor. 


* * * * * * * 

(C) There shall attach to the issuance of the certificate granted to United 
in paragraph (A) hereof, and to the exercise of the rights granted thereunder, 
the general conditions applicable to certificates as set forth in subsections (a), 
(b), (ec) (3), (4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act. 

(D) The construction of the facilities by United as authorized in paragraph 
(A) hereof shall be completed within 6 months from the date of issuance of 
this order. 

* * * * 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, ET AL., 
DOCKET NO. G-13700, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued March 25, 1958) 


Texas Illinois Natural Gas Pipeline Company (Texas Illinois), a Delaware 
corporation with a principal place of business in Chicago, Illinois, filed an 


*Omitted portions of this order relate to the issuance of independent producer 
certificates. 
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application pursuant to Section 7 of the Natural Gas Act on November 12, 
1957 for a certificate of public convenience and necessity authorizing the con- 
struction and operation of a tap connection to be installed, together with a 
meter station, at a point on its existing 30-inch main transmission pipeline 
in Rusk County, Texas, for the purpose of enabling it to receive volumes of 
natural gas produced in the Caledonia Field, Rusk County, Texas, for trans- 
portation and sale in interstate commerce, subject to the jurisdiction of the 
Commission, and as more fully described in the application on file with the 
Commission. 
* * * * * * * 


Texas Illinois estimates the cost of its proposed facilities will be $12,900, and 
will be defrayed from current funds. 

The gas supply which will become available by the operation of the proposed 
facilities is reasonably adequate to justify the construction of the proposed 
facilities by Texas Illinois. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 11, 1958, respecting the matters involved in and the issues presented by 
the applications. No petitions to intervene or protests in opposition to the grant- 
ing of the applications have been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and the Commission 
render a decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Texas Illinois Natural Gas Pipeline Company, a Delaware corporation 
having its principal place of business in Chicago, Illinois, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission. 

(2) The facilities hereinbefore described, as more fully described in Texas 
Illinois’ application, are proposed to be used in the transportation and sale of 
natural gas in interstate commerce for resale, subject to the jurisdiction of 
the Commission, as integral parts of its existing pipeline system and the con- 
struction and operation thereof by Texas Illinois are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 


ha + * * * * « 


(5) Texas Illinois and Producers are able and willing properly to do the acts 
and to perform the services proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(6) The proposed construction and operation of the facilities by Texas 
Illinois and the proposed sales of natural gas by Producers, together with the 
operation of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor, are required by the public convenience and necessity, and cer- 
tificates therefor should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (e) (4) and (e) of Section 
157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Texas Illinois in Docket 
No. G—13700 and to the exercise of the rights granted thereunder and that the 
time within which construction of the facilities authorized by this order shall 
be completed and in actual operation should be fixed at 6 months from the date 
on which this order issues. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure, Section 1.30 (c) of the Commission’s Rules of 
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Practice and Procedure, was unopposed by any party of record, and, not having 
been denied by the Commission, is granted, pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Illinois to construct and operate the facilities 
hereinbefore described, all as more fully described in its application in this pro- 
ceeding and the exhibits appended thereto, for the transportation and sale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 


* * * * + * * 


(C) The certificate to Texas Illinois shall be accepted in writing, and under 
oath, by a responsible official of Texas Illinois, and the general terms and condi- 
tions set forth in paragraphs (a), (b), (ec) (3), (ce) (4) and (e) of Section 157.20 
of the Commission’s Rules of Practice and Procedure shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and the exercise of the rights 
granted thereunder. 


* * * * * * * 


(E) The time within which the facilities of Texas Illinois hereby authorized 
shall be constructed and placed in actual operation as provided by paragraph (b) 
of Section 157.20 of the Commission’s Rules of Practice and Procedure is hereby 
fixed at 6 months from the date on which this order issues. 

(F) The certificates issued to Texas Illinois, and to Producers are not trans- 
ferable and shall be effective only so long as they continue the acts or operations 
hereby authorized in accordance with the provisions of the Natural Gas Act, and 
the applicable rules, regulations and orders of the Commission. 


© * * * * * 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CITIES SERVICE GAS COMPANY, DOCKET NO. G—13545 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY: 
(Issued March 25, 1958) 


Cities Service Gas Company (Applicant), a Delaware corporation, having its 
principal place of business in Oklahoma City, Oklahoma, filed on October 13, 1957, 
an application, and a supplement thereto on November 29, 1957, pursuant to Sec- 
tion 7 of the Natural Gas Act for authorization to construct and operate the facili- 
ties hereinafter described, all subject to the jurisdiction of the Commission and as 
more fully described in the application and supplement filed with the Commission. 

Applicant proposes to construct and operate a tap, together with metering and 
regulating appurtenances on its main 20-inch line in northwest Harper County, 
Kansas, in order to sell and deliver gas to the City of Norwich, Kingman County, 
Kansas, for resale in and near Norwich. Volumetric requirements annually and 
on a peak day for the first three years of service are estimated to be as follows: 


Year of Service 2 | 


—|————————|-—— 

| | 
Peak Day (Mef) 342 408 | 425 
Annual (Mcf) | 30, 145 36, 133 | 37, 640 
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The estimated cost of Applicant’s construction is $5,160 which will be defrayed 
by Applicant, with reimbursement in aid of construction being made by the City 
of Norwich. The City will build a nine mile lateral line from the connection with 
Applicant to the City’s proposed distribution system. 

The volumes of gas required for this new service is too small to have any 
appreciable effect on Applicant’s over-all gas supply or the service rendered to its 
existing customers. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 12, 1958, respecting the matters involved in, and the issues presented by, 
the application and supplement thereto. No petition to intervene or protest to 
the granting of the application has been received. Staff counsel moved orally 
at the hearing that the intermediate decision procedure be omitted and the Com- 
mission render a decision herein pursuant to Section 1.30 (c) (1) of the Com- 
mission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation, having its principal place of business in 
Oklahoma City, Oklahoma, is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed to be constructed and operated as heretofore de- 
scribed are to be used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission and the construction and 
operation thereof by Applicant are subject to the requirements of subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued. 

(4) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the re- 
quirements, rules, and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (8), (4), and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate referred 
to in paragraph (3) above, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this order 
should be completed and said facilities should be placed in actual operation should 
be fixed at 12 months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and, not having 
been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the natural gas facili- 
ties as hereinbefore described, all as more fully described in the application in this 
proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraph (a), (b), (¢c) (1), 
(3), (4), and (e) of Section 157.20 of the Commission’s General Rules and Regu- 
lations, including Rules of Practice and Procedure, shall attach to the issuance 
of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights thereunder. 
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(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (b) of said Section 
157.20 of the Commission’s Rules is hereby fixed at 12 months from the date on 
which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G—13646 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued March 25, 1958) 


United Gas Pipe Line Company (Applicant) a Delaware corporation with 
its principal place of business in Shreveport, Louisiana, filed on November 4, 
1957 an application for a certificate of public convenience and necessity, pursuant 
to Section 7 of the Natural Gas Act authorizing the construction and operation 
of 3.54 miles of 20-inch pipeline with appurtenances, beginning at Applicant's 
existing 18-inch Jackson-to-Mobile line and extending southwesterly roughly 
paralleling its present 12-inch line to Jackson City Gate No. 4 and terminating 
at the Rex Brown Power Plant of the Mississippi Power and Light Company. 
The facilities are for the purpose of supplying increased volumes of natural gas 
to the power plant above the 50,000 Mcf per day authorized by the Commission 
on November 26, 1956, in Docket No. G—10812, all as more fully set forth in the 
application which is on file with the Commission. The increased requirements 
result from the installation of a new electric generating unit expected to be 
placed in service in the power plant by March 1, 1959. Applicant estimates that 
after the new unit is placed in service, the power plant will require a maximum 
of 80,000 Mcf per day. 

The estimated capital cost of the proposed facilities to Applicant is $388, 374, 
and will be defrayed from current funds. 

Rendition of the proposed service will not adversely affect Applicant’s natural 
gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 13, 1958, respecting the matters involved in, and the issues presented 
by, the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) United Gas Pipe Line Company is a “natural-gas company” as heretofore 
found by the Commission in its order issued May 28, 1956 in Docket No. G-9423. 

(2) The facilities heretofore described are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission and construction and operation thereof by Applicant are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities and the delivery of 
nutural gas as proposed by Applicant are required by the public convenience and 
necessity and a certificate therefor should be issued. 
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(4) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the re- 
quirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that Applicant be permitted 
to deliver a maximum of 80,000 Mcf daily to the Rex Brown Power Plant of 
the Mississippi Power and Light Company and the general terms and conditions 
set forth in paragraphs (a), (b), (ec) (3) (4) and (e) of Section 157.20 of the 
Commission’s General Rules and Regulations, including the Rules of Practice and 
Procedure, should attach to the issuance of the certificate, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order should be completed and said facilities 
should be placed in actual operation should be fixed at 12 months from the 
date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the proposed facilities, 
as hereinbefore described, all as more fully described in the application in this 
proceeding, upon the terms and conditions of this order. 

(B) Applicant be permitted to deliver a maximum of 80,000 Mcf per day 
to the Rex Brown Power Plant of Mississippi Power and Light Company. 

(C) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the is- 
suance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s rules is hereby fixed at 12 months from the 
date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G-13789 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued March 25, 1958) 


On November 22, 1957, United Gas Pipe Line Company (Applicant) filed 
in Docket No. G-13789 an application, pursuant to Section 7 (c) of the Natural 
Gas Act, for a certificate of public convenience and necessity authorizing Ap- 
plicant to provide temporary natural gas service to Natural Gas distributing 
Corporation (Distributing) for resale in several communities in Shelby County, 
Texas. 
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Applicant proposes to sell and deliver to Distributing a maximum of 2,000 
Mcf of natural gas per day for a period of 120 days, through existing facilities 
at the point where Distributing’s 4-inch line crosses Applicant’s 22-inch Waskom- 
Goodrich line about two miles south of Timpson in Shelby County, Texas. 

This service is proposed to be rendered during the period of relocation of 
Distributing’s 4-inch line between Tenaha and the Joaquin Field, Shelby County, 
Texas, necessitated by the widening of Texas State Highway No. 84. 

No new facilities will be required. It is expected that a total of 200,000 
Mef of natural gas will be delivered and sold to Distributing during the period 
ef temporary emergency. Applicant’s 22-inch line is capable of transporting 
the required gas to Distributing without adverse effect on Applicant’s other cus- 
tomers. The quantity of gas involved will not have any appreciable affect 
on Applicant’s gas reserves. 

Temporary authority to make the proposed sale and delivery for a period of 
120 days from the date of first delivery was granted to Applicant on December 
26, 1957. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 11, 1958, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, United Gas Pipe Line Company, a Delaware corporation having 
its principal place of business in Shreveport, Louisiana, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of November 10, 1942, in Docket No. G-232 (3 FPC 863). 

(2) The sale and delivery of natural gas as hereinbefore described, and as 
more fully described in the application in this proceeding, will be made in 
interstate commerce, subject to the jurisdiction of the Commission and is subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
Service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The sale and delivery of natural gas by Applicant as proposed is required 
by the public convenience and necessity and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.30 (c) (1) 
of the Commission’s Rules of Practice and Procedure. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued upon the terms and conditions of this order, authorizing the sale and 
delivery by United Gas Pipe Line Company of natural gas in interstate commerce 
for resale, as hereinbefore described and as more fully described in the applica- 
tion and exhibits in this proceeding, limited to the period of 120 days from 
the date of first delivery hereunder. 

(B) Applicant shall advise the Commission in writing and under oath the 
date of commencement of deliveries authorized by this order and the date of 
termination thereof. 


554728—61 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, DOCKET 
NO. G-14110 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 25, 1958) 


On December 20, 1957, Transcontinental Gas Pipe Line Corporation (Applicant) 
filed an application in Docket No. G—14110, pursuant to Section 7 of the Natural 
Gas Act, for a certificate of public convenience and necessity authorizing the 
construction and operation of a tap and metering facilities in Gloucester County, 
New Jersey, at a point on its 12-inch lateral pipeline to supply an additional 
5,000 Mcf of natural gas daily on a firm long-term basis to South Jersey Gas 
Company (South Jersey), an existing customer, subject to the jurisdiction of 
the Commission, as more fully related in the application on file with the Com- 
mission. Supplemental information was filed on December 27, 1957. 

The record shows that the proposed facilities will be utilized in providing 
additional volumes of natural gas to South Jersey, which will be resold to 
E. I. duPont de Nemours and Company (duPont) for the manufacture of 
anhydrous ammonia at its new plant being built near Gibbstown, New Jersey. 

Xstimated capital cost of the proposed facilities is $70,000, to be defrayed 
from Applicant’s funds. 

The additional deliveries proposed herein will not appreciably affect Applicant's 
overall gas reserves, nor will they adversely affect its ability to serve its other 
customers. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 13, 1958, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the appli- 
cation has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 


herein pursuant to Section 1.30 (c) (1) or (c) (2) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Transcontinental Gas Pipe Line Corporation, a Delaware cor- 
poration, having its principal place of business in Houston, Texas, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of April 28, 1950, in Docket No. G—1277 
(9 FPC 32). 

(2) The natural gas facilities proposed to be constructed and operated by 
Applicant, hereinbefore described, are proposed to be used in the transportation 
and sale of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as an integral part of Applicant’s existing pipeline system and the 
construction and operation thereof by Applicant are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The proposed construction and operation by Applicant of the facilities 
hereinbefore described are required by the public convenience and necessity and 
a certificate therefor should be issued. 

(4) Applicant herein is able and willing properly to do the acts and perform 
the service proposed and to conform to the requirements, rules and regulations 
of the Commission thereunder. 
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(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (1), (¢) (38), (ce) (4) and (e) of 
Section 157.20 of the Commission’s regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the certificate hereinafter issued, and to the 
exercise of the rights granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.80 (c) of the Commission's 
Rules of Practice and Procedure was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.30 (c) (1) 
of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Applicant authorizing it to construct and operate the facilities herein- 
before described, all as more fully described in the application, for the transpor- 
tation and sale of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 

(B) There shall attach to the issuance of the certificate granted herein, and 
to the exercise of the rights granted thereunder, the general terms and condi- 
tions set forth in paragraphs (a), (b), (c) (1), (ce) (3), (ce) (4), and (e) of 
Section 157.20 of the Commission’s regulations under the Natural Gas Act. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (b) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act is hereby fixed at six 
months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


KANSAS-NEBRASKA NATURAL GAS COMPANY, INC., DOCKET 
NO. G—14157 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 25, 1958) 


On December 31, 1957, Kansas-Nebraska Natural Gas Company, Inc. (Ap- 
plicant), a Kansas corporation, having its principal place of business in Phillips- 
burg, Kansas, filed an application for a certificate of public convenience and neces- 
sity, authorizing the construction and operation of certain additional interstate 
natural gas transportation facilities which will be utilized to provide retail service 
to communities of Waco and Utica, Nebraska, in which Applicant will distribute 
natural gas, and facilities to enable Applicant to render interruptible industrial 
service to two alfalfa dehydration plants in Nebraska, all as more fully set forth 
in the application. 

Applicant proposes to construct and operate, on its 6 and 8-inch Doniphan 
lateral, approximately 0.3 mile of 144 inch pipeline and a town border station to 
serve Waco; and approximately 0.02 mile of 2-inch line and a town border station 
to serve Utica. 

Applicant will construct the necessary distribution systems for service in Waco 
and Utica. Applicant has already installed measuring equipment on its trans- 
mission lines to serve the two alfalfa dehydration plants near Laurel and Willow 
Island, Nebraska. 
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Applicant estimates the natural gas requirements of the proposed customers as 
follows: 


Requirements in Mcf 





1958 1959 | 


Peak Day | Annual 


900 | 5 5, 400 | 
2, 750 5 16, 500 | 
70, 000 | 


73, 650 | 4 91, 900 | 


The proposed service to the communities of Waco and Utica is for domestic 
and commercial use. 

The estimated cost of the proposed pipeline facilities and border stations is 
$8,720.00. The distribution systems are estimated to cost $38,550. These costs 
will be financed from available company funds. 

The small volumes of gas which Applicant proposes to sell should have no ap- 
preciable effect upon its over-all gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 12, 1958, respecting the matters involved in and the issues presented by the 
application. No petition to intervene in opposition or protests to the granting of 
the application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 


decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of such gas for resale, and therefore, 
is a “natural-gas company” within the meaning of the Natural Gas Act and sub- 
ject to the provisions thereof as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication, which are proposed to be constructed and operated by Applicant as in- 
tegral parts of its existing natural gas pipeline system, will be used in or for the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and therefore, said facilities are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation by Applicant of the facilities referred to 
in paragraph (2) hereof are or will be required by the present or future public 
convenience and necessity, and therefore, Applicant’s request for a certificate of 
public convenience and necessity should be granted and Applicant authorized to 
perform the aforesaid acts, operations and service as hereinafter ordered and 
conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in subsections (a), (b), (c) (3), (ec) (4) and (e) of Section 
157.20 of the Commission’s regulations under the Natural Gas Act should attach 
to the certificate hereinafter issued to Applicant and to the exercise of the rights 
granted thereunder and that the time within which construction of the facilities 
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authorized by this order shall be completed and in actual operation should be 
fixed at 6 months from the date on which this order issues. 

(6) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and, not having 
been denied by the Commission, is granted, pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is here- 
by issued authorizing Applicant to construct and operate the facilities and to 
transport natural gas as hereinbefore described, all as more fully described in the 
application in this proceeding upon the terms and conditions of this order. 

(B) The certificate issued in paragraph (A) hereof shall be accepted in writ- 
ing and under oath by Applicant within 30 days from the date of issuance of this 
order. 

(C) The general terms and conditions set forth in paragraph (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s regulations under the Na- 
tural Gas Act shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided in paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 


Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-11797, DOCKET NO. 
G-—12580 


ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY IN DOCKET NO. 
G-11797 AND REMANDING DOCKET NO. G-12580 TO PRESIDING EXAMINER FOR DECI- 
SION THEREIN 


(Issued March 26, 1958) 


These proceedings involve two applications by El Paso Natural Gas Company 
(El Paso) for certificates of public convenience and necessity under Section 7 
(e) of the Natural Gas Act in the above-listed dockets, and are before us 
under our order issued February 24, 1958, waiving the intermediate decision 
procedure, 19 F. P. C. 276. Pursuant to that order, we heard oral argument 
herein on March 7, 1958. As we stated in that order, it is not our policy to waive 
the intermediate decision procedure. However, as indicated there, El] Paso has 
gas pipe line bond purchase agreements covering some $60,000,000 of the ap- 
proximately $107,000,000 required to finance the facilities proposed in Docket 
No. G—11797, which will expire on March 31, 1958; and it appears probable that 
in such event El Paso would, on account of the Memphis decision,’ be unable 
to renew or extend the bond purchase agreements. Of course, these facts are 
immaterial to determining the merits of this case. However, we consider that 
irrespective of the decision we reach herein, the public interest requires that 


1 Memphis Light, Gas and Water Division, et al. v. F. P. C., 250 F. 2d 402 (CADC), 
November 21, 1957, certiorari granted, 355 U. S. 938. 
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we decide the merits of the company’s proposal in Docket No. G-11797 rather 
than permit a delay to result in the possible expiration of these bond purchase 
agreements and the possible failure of the project in this docket on that account. 

In this case, as frequently happens, competent experts differ in their conclu- 
sions on matters within their specialty. Disagreemert exists on the matter of 
gas supply, i. e., deliverability, with the Commission’s staff opposing the author- 
izations sought by El Paso on the important ground that the company’s supply 
is not sufficient to justify the authorization of the additional sales proposed in 
these proceedings. Otherwise, El Paso and its customer companies, but not the 
staff, are united in agreeing that all of the elements of public convenience and 
necessity, including that of gas supply, are met insofar as the $107,000,000 
project in Docket No. G—11797 to enable the sale and delivery of 185,000 Mcf 
per day to existing customers, principally California utilities, is concerned, 
and in recommending in its favor. 

Opposition is also encountered to the authorizations sought by El Paso in 
Docket No. G—12580, for facilities estimated to cost some $55,500,000, wherewith 
to sell to Southern California Edison Company (Edison) under an exchange 
agreement up to 100,000 Mcf of gas a day. Here also, only the Commission's 
staff opposes the certification of this project on the ground of an insufficient 
supply of gas, i. e. deliverability. The only other opposition in this docket comes 
from the Cities of Los Angeles and San Diego, which do not, however, challenge 
the sufficiency of El Paso’s gas supply. 

Thus, our task in passing on El Paso’s certificate applications is to apply the 
several factors encompassed within Section 7 (e) of the Act, to weigh the com- 
peting circumstances which exist in this case in respect of those factors, and, 
considering in relation thereto the conflicting evidence on the question of gas 
supply, to determine whether, on balance, substantial evidence supports the 
conclusion that public convenience and necessity require the authorizations 
El Paso seeks. 

In view of the conclusions we have reached, we can feasibly withhold decision 
in Docket No. G—12580, and remand it to the presiding examiner for his deci- 
sion as hereinafter set forth. We think the disposition we shall make of this 
case is in the public interest, since it will meet the exigencies of the situation 
while still enabling a determination of all the issues in Docket No. G—12580 in 
accordance with the provisions of Section 7 (e), and at the same time afford us 
the benefit of a decision by the examiner on those matters which need not be 
finally determined now. 

Further in this regard, in this case a rigorous examination was made of 
El Paso’s supply situation and a voluminous record was made respecting the 
over-all gas supply for the El Paso system. This was properly in accord with 
our order issued December 19, 1956, in Docket No. G—10499, 16 F. P. C. 13h, 
El Paso’s most recent important expansion proceeding, where we expressed 
serious concern over El Paso’s gas supply. While granting the certificate there 
requested, we expressly cautioned that— 


. we shall require in the next certificate proceeding which El Paso has 
before us, that it present a definite program demonstrating how its future 
system requirements are to be met and how the ultimate consumers will be 
protected. 


It is desirable that the record thus made at such expenditure of time and 
money be used to enable an appraisal initially by the presiding examiner of 
whether El Paso has met the requirements imposed in that order. As will be 
apparent from the facts as we analyze them, there is doubt as to whether 
El Paso has demonstrated its ability to meet its system requirements after 
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1963 and it should continue its efforts to improve its over-all position in this 
respect. We expect a more detailed analysis of system supply and system re- 
quirements from the examiner in Docket No. G—12580, but are convinced that 
the certifications herein authorized are in the public interest. 

Turning to the authorizations sought in Docket No. G—11797, El Paso proposes 
to construct and operate facilities estimated to cost some $105,000,000, to deliver 
and sell to existing customers a total of 185,000 Mcf of gas per day. Of this 
volume, 50,000 Mecf per day would be delivered jointly to Southern California 
Gas Company and Southern Counties Gas Company of California (the Southern 
California Companies) additional to the volumes these companies already re- 
ceive, at the existing delivery point of gas for these customers at a point on 
the Arizona-California boundary near Blythe, California. Also, 25,000 Mcf per 
day would be delivered to these customers at a point on the Arizona-California 
boundary near Topock, Arizona. The facilities in this docket would also be 
used to deliver an additional 75,000 Mcf per day to Pacific Gas and Electric 
Company (PG&E) at a point on the Arizona-California boundary near Topock, 
Arizona. Finally, an additional 35,000 Mcf per day would be delivered to 
existing customers of El Paso in Arizona, principally in Yuma. 

The facilities for which a certificate is sought in this docket are fully set 
forth in El Paso’s application. 

The total estimated cash requirements for this project are $107,100,000. This 
cost El Paso proposes to finance by the sale of $60,000,000 of 534% First Mortgage 
Pipeline Bonds; $15,000,000 of 5.68% First Preferred Stock; $10,000,000 of 5% 
Second Preferred Stock; $12,000,000 of 544% Convertible Debentures; $10,- 
000,000 of 6.4% Preferred Stock; and $100,000 in retained earnings. The record 
indicates that all of these securities have been sold, except $60,000,000 of First 
Mortgage Pipeline Bonds, and, as indicated previously, El Paso has a firm 
contract with institutional purchasers to purchase these, conditioned upon the 
company’s securing a certificate in Docket No. G-11797 not later than March 31, 
1958. 

Incremental supplies of gas for the service proposed in Docket No. G—11797 
would be transported through the above-described and other facilities from 
several sources, including the following: From the Sonora Gas Pool in Sutton 
County, Texas would come 40,000 Mcf per day of gas well gas. The East Pan- 
handle Field in Wheeler County, Texas, would supply 5,000 Mcf per day. Resi- 
due gas in the amount of 40,000 Mcf per day would come from plants in Borden 
and Upton Counties, Texas, and Lea County, New Mexico. And 100,000 Mcf 
per day of gas well gas would be transported from the Pictured Cliffs Field and 
Mesa Verde Field in San Juan and Rio Arriba Counties, New Mexico. 

As to Docket No. G—12580, in view of our action hereinafter remanding this 
docket to the presiding examiner, we need not detail the authorizations herein 
sought other than to point out, as already indicated, that the financing condi- 
tion requiring the issuance of a certificate by March 31, 1958 relates only to 
the facilities proposed in Docket No. G—11797 and not to those proposed in this 
docket. Briefly, El Paso here seeks a certificate authorizing the construction 
and operation of facilities wherewith to sell and deliver to Southern California 
Edison Company (Edison) up to 100,000 Mcf of natural gas per day under 
an “exchange” agreement between El Paso, Southern California Gas Company, 
and Edison. All deliveries of gas by El Paso to Edison are to be made into 
the facilities of Southern California Gas Company at a point on the Arizona- 
California boundary, near Topock, or Ehrenberg, Arizona, as El Paso and 
Southern California Gas Company may from time to time agree. Under this 
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agreement, for all deliveries of gas by El Paso to Southern California for 
account of Edison, Southern California is obligated to deliver concurrently to 
Edison in exchange therefor an equivalent volume of gas at a point in or about 
the Los Angeles area. Gas received by Edison would be utilized by it in its 
various steam plants in the area for the generation of electricity. 

By means of the facilities proposed in this docket, together with its other 
facilities, El Paso would transport 30,000 Mcf per day of residue gas from the 
Gulf-Waddel Plant in Crane County, Texas; 8,000 Mcf per day of residue gas 
from the Sun-Jameson Plant in Coke County, Texas; 30,000 Mcf per day of 
gas well gas from the East and West Panhandle Gas Fields of Texas; 2,000 
Mcf per day of gas well gas from the Sonora Gas Field in Sutton County, Texas; 
25,000 Mcf per day of gas well gas from the Beckham County Gas Field in 
Oklahoma; and 5,000 Mcf per day of dry gas from Lea County, New Mexico. 

Considering first in Docket No. G-11797 the matters other than gas supply, 
of the various factors relevant to determining the public convenience and neces- 
sity in this case, the factor of market demand stands out. The record shows 
that, on an annual basis, the existing supplies of gas available to PG&E and 
the Southern California Companies, even without the proposed increment, are 
more than ample to meet their firm requirements through 1961 and also their 
peak-day requirements except in 1960-61 and 1961-62 on unusually cold days 
rarely experienced. However, the record indicates future market demands for 
more gas to support the authorizations proposed in Docket No. G-11797. The 
estimated needs of ultimate consumers served by the Southern California Com- 
panies evidence this fact. Southern California and Southern Counties today 
serve a population approaching 8,000,000 through two and a quarter million 
gas meters. An additional 250,000 gas meters are served by the two companies’ 
wholesale customers, San Diego Gas & Electric Company and the City of Long 
Beach. The phenomenal growth in population in this area and the gradual 
decline in California gas reserves together with the lack of native commercial 
coal resources and the decreasing volumes of oil produced in the state combine 
to create a potential demand for the natural gas on the part of residential, 
commercial, and industrial customers. Without this additional supply, these 
companies will not have sufficient gas to meet the demands of firm customers on 
an unusually cold peak day in the winter of 1960-61 unless more gas is obtained 
before that time. The situation is generally the same insofar as the northern 
and central California market areas served by PG&E are concerned. 

Other circumstances as well favor authorizing the G—11797 project. The 
record justifies the conclusion that the other elements of public convenience and 
necessity such as adequacy of facilities, availability of financing are satisfied. 
In addition, the Los Angeles area suffers from a serious smog problem, and the 
record supports the conclusion that the continued and increasing use of natural 
gas in preference to fuel oil is desirable to assist in alleviating the air pollution 
problem even to the slight degree possible therein. 

Although El Paso may have incremental sources of gas to supply the in- 
eremental increases in sales proposed, this is not the primary criterion. We do 
not authorize the dedication of specific reserves to a specific service, and, therefore, 
we are here concerned, as in all similar situations, with the capacity of the over- 
all supply to meet the total system requirements. 

Turning to the controversial question of gas supply, the principal difference be- 
tween the staff and the company is whether or not the public convenience and 
necessity require the granting of the authorizations sought when the evidence 
shows that, with its supplies of gas now certificated, El Paso will be able to meet 
in full the estimated market requirements for natural gas of its existing customers 








FEDERAL POWER COMMISSION 397 


only through 1963. Among other differences are the question (1) which of the 
estimates of the volume of gas dedicated to El Paso in the Mesa Verde and Pictured 
Cliffs reservoirs in the San Juan Basin is the most reliable and what are the 
volumes of those reserves and (2) to what extent, as shown by the evidence in 
these proceedings, has El Paso complied with the direction contained in our order 
issued December 19, 1956, in Docket No. G—10499, quoted above, requiring that 


the company present a definite program demonstrating how its future system re- 
quirements are to be met. 


On the basis of staff Exhibit No. 187, El Paso has a system supply sufficient 
to enable it to render the service proposed in Docket Nos. G—11797 and G—12580 
on an incremental basis and also to meet the demands on its system through the 
year 1963 instead of through the year 1958, or for six years rather than the two 
years found in our G—10499 order. We think these facts indicate that El Paso 
has made an effective effort to improve its system gas supply. 


However, we think it prudent to withhold at the present time decision on the 
application of El Paso in Docket No. G—-12580. The financing arrangements in this 
docket do not necessitate our acting immediately. And we have already indicated 
the desirability of making tse of this extensive record to avail ourselves of de- 
terminations by the presiding examiner on the above major areas of disagreement 
and such other issues as are involved in this case. Furthermore, withholding 
authority for the sale sought in this docket would make it possible for El Paso to 
make available the 100,000 Mcf per day to meet the needs of its system if El 
Paso so desires. 

We do think it would be desirable to certificate the facilities proposed by El 
Paso to connect the gas reserves involved in G—12580, however, since in view of 
the demands on its system, it reasonably appears that the attachment of these 
supplies is only a matter of time. According to El Paso, most of the financing 
required in this docket has already been effected, and no reason appears why it 
is not feasible for the company to proceed forthwith to the construction of such 
field facilities as are detailed in the company’s application herein.’ 

In the remanded proceedings in Docket No. G—12580, the presiding examiner 
shall determine on the basis of all the circumstances properly to be considered, 
first, whether the authorizations proposed in Docket No. G—12580 have been shown 
to be justified under Section 7 (e) of the Act in respect of gas supply and of such 
other aspects of public convenience and necessity as the record may present. 
Second, the presiding examiner shall determine in the detail not feasible for us 
to undertake in the circumstances of this case, what is the extent of El Paso’s 
supply of natural gas from the standpoint of both reserves and deliverability, to 
meet the over-all requirements of the company’s system and the customers 
it is authorized to serve, including such authorizations as may be granted 
in these dockets. And third, the presiding examiner shall determine the extent 
to which El Paso has in the examiner’s judgment succeeded in meeting the re- 
quirements imposed by our order issued December 19, 1956, in Docket No. 
G-10499, calling on the company to present a “definite program demonstrating 
how its future system requirements are to be met,” keeping in mind the interpre- 
tation we place on that order herein. In reaching his conclusions on these mat- 
ters, the presiding examiner should resolve the differences existing between staff 
and the company discussed above and should determine these and such other 
questions as may be present in this case. Since limitations of time have resulted 
in some of the briefs being shorter than usual and in the omission to file a brief 
in at least one instance, the presiding examiner may provide for the filing as 


2 The facilities in question and their estimated cost are shown in the appendix hereto. 





398 FEDERAL POWER COMMISSION 


expeditiously as possible of such additional briefs, if any, as he considers neces- 
sary to the consideration and decision of the foregoing matters. 


The Commission further finds: 


(1) El Paso Natural Gas Company (El Paso), a Delaware Corporation with its 
principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as the Commission has heretofore 
found. 

(2) The facilities proposed by El Paso in Docket No. G-11797, as more fully 
described in the company’s application, are to be used in the transportation 
and sale of natural gas in interstate commerce for resale, subject to the jurisdic- 
tion of the Commission, and the construction and operation thereof by El! Paso 
are subject to the requirements of subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) The facilities proposed by El Paso in Docket No. G—12580 to connect 
sources of gas supply, as more fully described in the company’s application in 
that docket, are to be used in the transportation and sale of natural gas in inter- 
state commerce for resale, subject to the jurisdiction of the Commission, and 
the construction and operation thereof by El Paso are subject to the require- 
ments of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) El Paso is, with respect to the authorizations sought in Docket No. 
G-11797, and with respect to the construction and operation of the facilities 
to connect the sources of gas supply in Docket No. G—12580, able and willing to 
do the acts and to perform the services proposed and to conform to the pro- 
visions of the Natural Gas Act and to the requirements, rules and regulations 
of the Commission thereunder. 

(5) The construction and operation of the facilities referred to in paragraph 
(2) above, and the sale of the additional volumes of natural gas to the Southern 
California Companies, to PG&E, and to the other customers proposed in Docket 
G-11797, are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) The construction and operation of the facilities referred to in paragraph 
(3) above are required by the public convenience and necessity and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require the general terms and condi- 
tions set forth in paragraphs (a), (b), (c), (ec) (8), (ec) (4) and (e) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act should 
attach to the certificate hereinafter issued in Docket No. G—11797, and to the 
exercise of the rights granted thereunder, and that the time within which con- 
struction of the facilities authorized by this order shall be completed and in 
actual operation should be fixed at two years from the date on which this 
order issues. 

(8) Public convenience and necessity require the general terms and condi- 
tions set forth in paragraphs (a), (b), (c), (ec) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act should attach 
to the certificate hereinafter issued in Docket No. G—12580, and to the exercise 
of the rights granted thereunder, and that the time within which construction 
of the facilities authorized by this order shall be completed and in actual opera- 
tion should be fixed at two years from the date this order issues. 

(9) The proceeding in Docket No. G—12580 insofar as such proceeding con- 
cerns matters other than the construction and operation of facilities to connect 
sources of gas supply should be severed and remanded to the presiding examiner 
for decision as hereinabove set forth. 








Lis 
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The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued authori- 
zing El Paso to construct and operate the facilities proposed in Docket No. 
G-11797 all as more fully set forth in the application in this proceeding, and 
upon the terms and conditions of this order. 

(B) A certificate of public convenience and necessity is hereby issued authori- 
zing El Paso to construct and operate the facilities in Docket No. G—125 
designed to connect sources of gas supply as proposed in the application filed 
in the proceeding and as described in such application, and upon the terms and 
conditions of this order. 

(C) The certificate authorized by paragraph (A) herein shall be accepted 
in writing and under oath by a duly authorized officer of El Paso and the gen- 
eral ternis and conditions set forth in paragraphs (a), (b), (ec) (1), (e) (3), 
{c) (4) and (e) of Section 157.20 of the Commission’s Regulations shall attach 
to the issuance of the certificate and to the exercise of the rights granted there- 
under. 

(D) The certificate authorized by paragraph (B) herein shall be accepted 
in writing and under oath by a duly authorized officer of El Paso and the gen- 
eral terms and conditions set forth in paragraphs (a), (b), (ce) (1), (ec) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s Regulations shall attach 
to the issuance of the certificate and to the exercise of the rights granted there- 
under. 

(E) The time within which the facilities hereby authorized shall be con- 
structed and place in actual operation as provided by paragraph (c) of Section 
157.20 of the Commission’s Regulations is hereby fixed at two years from the 
date on which this order issues. 

(F) The proceedings in Docket No. G-12580 are hereby severed and remanded 
to the presiding examiner for decision as hereinabove set forth. 

(G) Finally, to clarify our order issued June 29, 1953 in Docket No. G-2106 
and service agreements filed subsequent thereto: El Paso is herein authorized 
to sell up to a total of 1,030,000 Mcf per day at 14.9 psia to Southern (includ- 
ing the 75,000 Mcf involved in Docket No. G-11797) and to sell up to a total of 
1,025,000 Mcf per day at 14.9 psia to Pacific (including the 75,000 Mcf involved in 
Docket No. G-11797. In Docket No. G—2106, by order issued June 29, 1953, as 
amended on March 2, 1956, the Commission permitted El Paso to deliver more 
than authorized volumes to Southern or to Pacific, so long as the total deliveries 
to both companies on any one day did not exceed the authorized daily total to 
both companies. By letter agreement dated October 27, 1957 between El Paso and 
Southern, filed as a service agreement by El Paso, El Paso agreed to sell up to 
200,000 Mcf per day of additional gas to Southern on an interruptible basis under 
its G—-X-1 rate schedule over and above the authorized volume for Southern. By 
letter agreement dated December 20, 1957 between Pacific and El Paso, filed as a 
service agreement by El Paso, El Paso agreed to deliver an additional 75,000 
Mcf per day of gas to Pacific on an interruptible basis under its G-X-1 rate 
schedule over and above the authorized volume for Pacific. El Paso advised the 
staff that these agreements contemplate that the total volumes delivered to both 
Southern and Pacific on any one day shall not exceed the combined total daily 
volume previously authorized to be sold to both companies. We hereby order 
that El Paso may continue to render the service contemplated under the two 
aforementioned letter agreements, so long as the total deliveries on any 
one day to both companies do not exceed the herein authorized combined total 
of 2,055,000 Mcf per day for both companies. 
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APPENDIX 
El Paso’s Proposed Field € Gathering Facilities in docket No. G—12580 


(1) Approximately 4.0 miles of 8-inch line looping El Paso’s existing 10- 
inch Gulf-Waddell pipeline between its Waddell Compressor Station and its 
24-inch Upton County Line. 

(2) Approximately 5.8 miles of 8-inch pipeline between Sun Oil Company’s 
gasoline plant in Coke County, Texas and El Paso’s existing Jameson 
Compressor Station in Coke County, Texas.* 

(3) Add 2,500 HP at El Paso’s existing Goldsmith Compressor Station, with 
necessary appurtenances, making a total of 51,220 HP. 

Additional 4,000 HP at applicant’s Panoma Compressor Station, with neces- 
sary appurtenances, making a total of 14,000 HP. 

Additional 440 HP at applicant’s existing Waddell Compressor Station, 
with necessary appurtenances, making a total of 1,320 HP. 

Additional capacity of 55,000 Mcf per day at applicant’s Panoma Dehy- 
dration Plant, making a total capacity of 135,000 Mcf per day. 
Additional capacity of 55,000 Mcf per day at applicant’s Skelly Dehydra- 
tion Plant, making a total of 135,000 Mcf per day. 

(8) Approximately 13.3 miles of various diameter field gathering lines ranging 
from 4 to 6 inches, constituting additions to El Paso’s Sutton County 
Gathering System. 

(9) Approximately 243 miles of 4 to 20-inch pipeline, 1,980 HP to be utilized 
in field gathering operations, and 55,000 Mcf per day of dehydration ca- 
pacity, all constituting additions to applicant’s Panoma Gathering System. 

(10) Metering and communication facilities, general structures and equipment, 

and additional leases and wells necessary in conjunction with the above. 

The total estimated cost of the field facilities in docket No. G—12580 is 

$31,438,000. This is arrived at by deleting from $28,695,000, the total direct 

cost of the field facilities, the amount of $115,000 for item (2) above; and adding 

to the result, the sums of $1,429,000 for general overhead and $1,429,000 for 

contingency. The latter two items are computed at 5 percent, consistent with 
the company’s presentation in this proceeding. 


MOUNTAIN GAS COMPANY, DOCKET NO. G-11718 


UPON AN APPLICATION FOR (1) AN ORDER PURSUANT TO SECTION 7 (A) DIRECTING 
PHYSICAL CONNECTION OF FACILITIES AND SALE OF NATURAL GAS AND (2) AN 
ORDER OF EXEMPTION PURSUANT TO SECTION 1 (C) OF THE NATURAL GAS ACT 


(Issued February 26, 1958) ** 
Syllabus 


Commission under Section 7 (a) of the Natural Gas Act directs Manufacturers 
to deliver natural gas to Mountain Gas Co., and exempts Mountain Gas Co. 
from the provisions of the Natural Gas Act. P. 402. 


E. Kent Kane for Mountain Gas Co. 
Agnes Mae Wilson for the staff of the Federal Power Commission. 


*These facilities were authorized in docket No. G-11834, and are included in docket 
No. G—12580 for financing purposes. 

**No exceptions to the initial decision having been filed or review initiated by the Com- 
mission, the decision became effective on March 28, 1958, as the final decision and order 
of the Commission. 
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DECISION 


BINDER, Presiding Examiner: This proceeding was instituted upon the filing 
of an application by Mountain Gas Company (Applicant) on January 9, 1957, 
pursuant to Section 7 (a) of the Natural Gas Act (Act) for an order (a) direct- 
ing the Manufacturers Light and Heat Company (Manufacturers) a natural- 
gas company as defined in the Act, to establish physical connection of its existing 
facilities with the facilities of Applicant and sell and deliver to the latter natural 
gas in volumes sufficient to meet its needs up to 500 Mcf per day for local distri- 
bution to the public in the Townships of Wetmore and Hamlin and surrounding 
territory in McKean County, Pennsylvania, and (b) exempting the Applicant 
from the provisions of the Act pursuant to Section 1 (c) thereof. 

Manufacturers on February 18, 1957, filed an answer stating it had no ob- 
jection to the grant of the Application if the Commission found that such grant 
of authority were necessary or desirable in the public interest. 

Manufacturers’ transmission lines pass through McKean County from south- 
west to northeast near the town of Kane, Pennsylvania, in and near which 
the Applicant operates a distribution system. 

Applicant proposes that the gas from Manufacturers be delivered at a point 
near the center of the north half of Warrant 3085, Hamlin Township, McKean 
County, Pennsylvania, where Manufacturers’ 8-inch and 6-inch lines cross the 4- 
inch line of Kane Industrial Gas Company (Kane) which operates solely within 
said McKean County (Tr. 14). 

The facilities of Kane Industrial Gas Company are available to Applicant by 
virtue of a contract entered into between Kane and Applicant on January 14, 
1958 (Exhibit 3). This agreement provides among other things, that Kane 
will make available its said 4-inch line and will, if necessary, purchase from 
Applicant sufficient gas to meet minimum quantities of gas required to be de- 
livered to Applicant under the contract with Manufacturers and for such length 
of time as specified in Manufacturers’ contract with Applicant at a price of 2%4 
cents per Mcf above the price to be charged Applicant. Kane also agrees to re- 
deliver to Applicant at a point in Lot 2688 Hamlin Township such amounts up to 
30 percent of said total delivered by Manufacturers at no carrying charge, which 
quantity shall be measured on the same terms and conditions as that delivered 
by Manufacturers. Kane agrees to make such connections as are required 
at no cost to Applicant. 

A petition to intervene for the purpose of objecting to the application was filed 
by Kane Gas Light and Heating Company and was denied by Commission order 
issued January 27, 1958. 

Pursuant to appropriate statutory notice’? hearings in this proceeding were 
held on December 19, 1957, January 13, and 30, 1958. 

No evidence was offered in opposition to the application and Staff Counsel's 
memorandum filed herein supports the granting of the application. 


FINDINGS AND CONCLUSIONS 


The uncontradicted evidence presented shows and the undersigned finds and 
concludes: 

(1) Mountain Gas Company (Applicant), a Pennsylvania corporation is pres- 
ently engaged in the production, transportation, distribution and sale of natural 
gas in the State of Pennsylvania, and accordingly is a qualified Applicant under 
Section 7 (a) of the Natural Gas Act. 


2 November 21, 1957 (22 F. R. 9325). 
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(2) Applicant proposes to and will upon the granting of the application herein 
purchase interstate natural gas from The Manufacturers Light and Heat Com- 
pany at a point within the State of Pennsylvania. 

(3) All natural gas to be received by Applicant will be ultimately consumed 
within the State of Pennsylvania and all of its facilities are located within 
said State. 

(4) The Pennsylvania Public Utility Commission has certified to the Federal 
Power Commission that it has and is exercising regulatory jurisdiction over 
the rates, service and facilities of Applicant. 

(5) The Manufacturers Light and Heat Company (Manufacturers), a Penn- 
sylvania corporation and a subsidiary of The Columbia Gas System, Inc., hav- 
ing its principal place of business in Pittsburgh, Pennsylvania, is a “natural- 
gas company” within the meaning of the Natural Gas Act as heretofore found 
by the Commission in its order of December 29, 1944, in Docket Nos. G—598, 
G-—386, G-—390, G-392, G-503, G-510, G-496 (4 F. P. C. 821). 

(6) It is necessary and desirable in the public interest to direct The Manu- 
facturers Light and Heat Company to establish physical connection of its trans- 
portation facilities with the facilities proposed to be used by Applicant located 
at a point near the center of the north half of Warrant 3085, Hamlin Township, 
McKean County, Pennsylvania, where Manufacturers’ 8-inch and 6-inch lines 
cross the 4-inch line of Kane Industrial Gas Corporation in accordance with a 
contract between Applicant and Kane Industrial Gas Corporation dated Janu- 
ary 14, 1958, and to sell and deliver to Applicant up to 500 Mcf of natural gas 
per day. 

(7) It does not appear that the requirement that The Manufacturers Light 
and Heat Company serve Applicant as proposed will place any undue burden 
upon Manufacturers nor require Manufacturers to enlarge its transportation 
facilities, nor impair its ability to render adequate service to its customers. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion, as provided in the Commission’s Rules of Practice and 
Procedure, that: 

(A) Mountain Gas Company is exempt from the provisions of the Natural 
Gas Act, and the orders, rules, and regulations of the Federal Power Commission 
issued pursuant thereto. 

(B) The Manufacturers Light and Heat Company is directed to establish 
physical connection of its natural gas transportation facilities with the facilities 
proposed to be used by Mountain Gas Company in accordance with a contract 
between Mountain Gas Company and Kane Industrial Gas Corporation dated 
January 14, 1958, as hereinbefore described, and to sell and deliver up to 
500 Mcf of natural gas per day to Mountain Gas Company for distribution and 
sale to the public in the Townships of Wetmore and Hamlin and surrounding 
territory in McKean County, Pennsylvania. 

(C) The Manufacturers Light and Heat Company shall report to the Commis- 
sion, in writing and under oath, the date of commencement of the service to 
Mountain Gas Company within 30 days after the commencement of such service. 

(D) Mountain Gas Company shall be prepared to receive gas from The 
Manufacturers Light and Heat Company within one year from the date of this 
order. 


SAMUEL BINDER, Presiding Examiner. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


MIDSOUTH GAS COMPANY, DOCKET NO. G—12030 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 31, 1958) 


MidSouth Gas Company (Applicant), an Arkansas corporation, with its prin- 
cipal place of business at Little Rock, Arkansas filed on February 18, 1957, an 
application, pursuant to Section 7 of the Natural Gas Act, for a certificate of 
public convenience and necessity, authorizing the continued operation of certain 
metering and appurtenant facilities, subject to the jurisdiction of the Commission, 
used to render direct interruptible natural gas service to Hast Arkansas Grain 
Drying Cooperative near Parkin, Arkansas from a 31-inch interstate transmis- 
sion pipeline operated by Applicant. 

Applicant states that the facilities used for making the industrial sale above 
mentioned have been constructed with funds ($1,400.) furnished by certain 
municipalities which own the 3%-inch pipeline between Earle and Parkin, 
Arkansas on which the tap and metering facilities being used to make the sale 
are located. The metering facilities to make the direct industrial delivery were 
installed in October 1954 without prior Commission authority, and have been 
operated by Applicant since that time. 

The annual volume of gas soid to the industrial customer does not exceed 9,000 
Mcf., and does not interfere with the service or supply to the domestic and other 
users of gas. The small volume involved could not appreciably affect MidSouth’s 
available gas supply, which it purchases in large part from Texas Gas Trans- 
mission Corporation. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 24, 1958, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the ap- 
plication has been received. Staff Counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 


herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) MidSouth Gas Company, an Arkansas corporation with its principal place 
of business at Little Rock, Arkansas, is a natural gas company, within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order 
of June 24, 1954 In the Matter of MidSouth Gas Company, Docket Nos. G—1445 
and G-1680. 

(2) The facilities constructed and operated as hereinbefore described are used 
in the transportation of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, the continued operation thereof by Applicant is sub- 
ject to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(8) Applicant is able and willing properly to do the acts and to perform the 
services rendered and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The continued operation of the facilities hereinbefore described is re- 


quired by the public convenience and necessity and a certificate therefor should be 
issued. 
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(5) Public convenience and necessity require the continued operation of the 
facilities and service to the customer, East Arkansas Grain Drying Cooperative. 
The general terms and conditions set forth in paragraphs (a) and (e) of Section 
157.20 of the commission’s Rules of Practice and Procedure should attach to the 
certificate hereinafter issued and to the exercise of the rights granted hereunder. 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) 
of said rules. 


The Commission orders: 





(A) A certificate of public convenience and necessity be and is hereby issued 
authorizing Applicant to continue to operate the facilities hereinbefore described, 
all as more fully described in the application, for the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order. 

(B) The terms and conditions set forth in paragraphs (a) and (e) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act shall 
attach to the issuance of this certificate and to the rights granted hereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G-12415 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued March 31, 1958) 





On April 15, 1957 United Gas Pipe Line Company (Applicant), a Delaware 
corporation, with its principal place of business at Shreveport, Louisiana, filed 
an application for a certificate of public convenience and necessity authorizing 
the construction and operation of pipeline facilities consisting of approximately 
2.55 miles of 6-inch pipeline extending from a proposed 6-inch tap on Appli- 
cant’s 16-inch lateral near Floridatown, Florida, to and including a meter station 
to be located at the plant site of the American Cyanamid Company near Pensa- 
cola, Santa Rosa County, Florida. The estimated total cost of the facilities is 
$99,217 to be financed from current working funds. The proposed facilities will 
enable Applicant to sell natural gas upon an interruptible basis directly to 
American Cyanamid Company for consumption in its new acrylic fiber plant. 

The estimated peak day requirements of the customer are 4,250 Mcf. The 
annual estimated requirements for the first three years is 1,200,000 Mcf per year. 

The proposed deliveries will not appreciably affect the life of Applicant’s 
system gas reserves. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 20, 1958, respecting the matters involved in and the issues presented 
by the application. No petitions to intervene or protests to the granting of 
the application have been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 
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The Commission finds: 


(1) Applicant, United Gas Pipe Line Company, a Delaware corporation having 
its principal place of business in Shreveport, Louisiana, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of January 20, 1942, in Docket No. G—216 (3 F. P. C.). 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication herein, are to be used in the transportation of natural gas in interstate 
commerce as an integral part of United’s existing pipeline system and the con- 
struction and operation thereof by United are subject to the requirements of Sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities as proposed by United 
are required by the public convenience and necessity and a certificate therefor 
should be issued. 

(4) United is able and willing properly to do the acts and to perform the serv- 
ice proposed and to conform to the provisions of the Natural Gas Act and the re- 
quirements, rules and regulations of the Commission thereunder. 

(5) A request during the public hearing by staff counsel for omission of the in- 
termediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure (18 CFR 1.30) was unopposed by any party of record, 
and, not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is here- 
by issued authorizing United to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, upon 
the terms and conditions of this order, for the delivery of a maximum of 4,250 
Mcef per day to American Cyanamid Company. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (c) (4), and (e) of Section 157.20 of the Commission’s Rules of Practice 
and Procedure shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided by paragraph (b) of Section 157.20 
of the Commission’s Rules of Practice and Procedure, is hereby fixed at 4 months 
from the date on which this order is issued. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


HOPE NATURAL GAS COMPANY, DOCKET NO. G—12571 


UNITED FUEL GAS COMPANY AND ATLANTIC SEABOARD 
CORPORATION, DOCKET NO. G—12574 


COLUMBIAN CARBON COMPANY, OPERATOR, DOCKET NO. G—13974 
TIDEWATER OIL COMPANY, DOCKET NO. G-—14148 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 31, 1958) 


On May 15, 1957, United Fuel Gas Company (United) and Atlantic Seaboard 
Coyporation (Atlantic), two members of the Columbia Gas System, filed in Docket 


554728—61 28 
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No. G—12574 a joint application, pursuant to Section 7 (c) of the Natural Gas Act, 
for a certificate of public convenience and necessity authorizing the construction 
and operation of certain natural gas facilities, all as more fully set forth in the 
application. 

Authorization is sought: 

(1) By United, to construct and operate approximately 1.3 miles of 8%-inch 
O. D. gas transmission pipeline, with measuring and regulating appurtenances, 
extending southeasterly from United’s existing Rockport Compressor Station, 
Wood County, West Virginia, to a point of interconnection with the facilities of 
Hope Natural Gas Company (Hope) in Wirt County, West Virginia. The esti- 
mated cost of these facilities is $64,000. 

(2) By Atlantic, to install and operate a main line tap, with appurtenances, 
interconnecting Atlantic’s existing looped pair of 26-inch lines, forming a part of 
the Cobb-Rockville pipeline, with the field pipeline system and meter facility to be 
owned and operated by Hope in the Blackwater Anticline Gas Field, Randolph 
County, West Virginia. The estimated cost of these facilities is $8,000. 

On May 15, 1957, as supplemented and amended on June 14, December 17, 20, 
and 27, 1957, Hope, an affiliate of the Consolidated Natural Gas Company Sys- 
tem, filed in Docket No. G-12571 its companion application to the above for a cer- 
tificate of public convenience and necessity authorizing the construction and op- 
eration of metering and appurtenant facilities required for the sale and delivery 
of gas to Atlantic and the exchange of gas with United, pursuant to an agree- 
ment having a five-year initial term renewable annually thereafter, dated Novem- 
ber 1, 1956, and signed by all three Applicants. 

Hope’s proposed facilities will comprise field lines and a measuring station 
to be built in the Blackwater Anticline Gas Field, where it will sell gas to 
Atlantic and also deliver exchange gas to Atlantic for United’s account. United 
will return equivalent quantities of exchange gas to Hope from its proposed 
connection with Hope near the Rockport Station. 

Hope estimates that its proposed measuring station will cost $14,000, and 
that its total capital expenditures in the Blackwater Anticline for nine wells 
on its own acreage, field lines to other wells, and metering facilities will be 
$949,500. Hope controls 2.925 acres, or about 25 percent of the total of about 
11,300 acres, under which the anticline is located. 

Initially, a peak day delivery by Hope to Atlantic’s pipeline of 10,000 Mcf 
daily is envisioned commencing November 1, 1957; 5,000 Mecf of this volume 
would be received by Atlantic for the account of United, and 5,000 Mcf would 
be purchased by Atlantic from Hope. At the same time, United would deliver 
5,000 Mcf per day to Hope at Rockport. It is proposed that by 1958-59 up to 
90,000 Mcf daily will be delivered to Atlantic at Blackwater Anticline and the 
proportions of gas delivered by Hope to Atlantic and United (for Hope’s ac- 
count) will be changed to 45 and 55 percent, respectively, as more producers 
participate in the project. 

Under the proposed arrangement, Atlantic will receive up to 90,000 Mcf per 
day from Hope, 40,500 Mcf of which will be purchased from Hope, and 49,500 
Mcf will be for the account of United. Atlantic will pay Hope 27 cents per 
Mef of purchased gas and will pay United for the remainder at the rates con- 
tained in United’s contract demand rate schedule CDS-1, demand charge $1.65 
per Mcf and commodity charge 27.42 cents per Mcf. 

The foregoing proposals will enable all three Applicants to deliver larger 
volumes of natural gas to present customers with a minimum of new construc- 
tion while realizing a saving in transportation costs. The volume of gas reserves 
estimated justifies the proposed investment. 
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On December 18, 1957, Columbian Carbon Company, Operator’ (Columbian) 
filed in Docket No. G—13974 an application, pursuant to Section 7 (c) of the 
Natural Gas Act, for a certificate of public convenience and necessity authorizing 
the sale of natural gas by Columbian to Hope Natural Gas Company (Hope) 
from certain leases in the Blackwater Anticline Field, Randolph County, West 
Virginia, for resale in interstate commerce. 

On December 27, 1957, Tidewater Oil Company (Tidewater) filed in Docket 
No. G-14148 a similar application for the same purpose. 

The two foregoing Applicants are independent producers of natural gas. 

Temporary authorization to construct and operate the proposed facilities and 
to render the proposed service contemplated by the applications herein was 
granted to the respective Applicants in these four dockets on February 3, 1958. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 19 and 20, 1958, respecting the matters involved in and the issues pre- 
sented by the applications. No petitions to intervene or protests to the grant- 
ing of the applications have been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and that the Com- 
mission render a decision herein pursuant to Section 1.30 (c) (1) of its Rules 
of Practice and Procedure. 

This case poses but one question, namely, “What evidence of prices or rates 
must an independent producer applicant introduce in order to sustain a finding 
that the public convenience and necessity requires a sale of the gas?” 

It is contended that an independent producer applicant must not only show 
that the public convenience and necessity requires the sale, but that the public 
convenience and necessity requires it at the proposed price rather than at some 
unspecified lower price, and that any applicant who fails to introduce evidence 
that public convenience and necessity requires the sale at a proposed price has 
failed to sustain its burden of proof, and must be denied a certificate on the 
ground that the record is fatally deficient. 

We are of the view that if the applicant proves there is a market for the 
gas at the proposed price and that the project is economically feasible at the 
proposed price (both market and economic feasibility being factors which we 
consider in determining public convenience and necessity) that it has sustained 
its burden of going forward with the evidence, and in the absence of evidence 
showing that the proposed price or rate adversely affect the public convenience 
and necessity, the applicant has made out a prima facie case, and a certificate 
should issue to it. 

At least two cases support this position and we have been unable to find 
any contrary authority. In the case of Florida Economic Advisory Council, Pe- 
titioner, vs. Federal Power Commission, Respondent, decided by the Court of 
Appeals of the District of Columbia on December 4, 1957, 251 F. 2d 643, the 
Court had this precise question before it. The Court sustained the issuance of 
a certificate of public convenience and necessity by the Commission, saying: 


Petitioner claims the Commission should have held a rate hearing to deter- 
mine the lawfulness of the rates to be charged by the gas suppliers. But 
this inquiry may be resolved in a rate proceeding rather than in a proceeding 
for a certificate of public convenience and necessity, and the Commission 
did not abuse its discretion in declining to consider the matter in the instant 
proceeding. 


1 Columbian Carbon Company is filing on behalf of itself, South Penn Oil Company, 
Tidewater Oil Company, William E. Snee, Orville Eberly, and Arthur M. Hill. 
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In the case of Panhandle Eastern Pipe Line Company vs. Federal Power Com- 
mission, 169 F. 2d 881, cert. denied, 335 U. S. 854, the Commission issued a cer- 
tificate of public convenience and necessity to Michigan Wisconsin Pipe Line 
Company and made findings that the public convenience and necessity supported 
the issuance of the certificate. There was no proof of the price or rate to be 
charged and Panhandle assigned as error the finding of the Commission that 
public convenience and necessity supported the issuance of the certificate in the 
absence of such proof. The Court said: 


Panhandle says it [the Commission’s order] is not supported by findings or 
proof of financial ability or a satisfactory rate schedule. The Act does 
not require such findings. 


This authority amply sustains our position. The view that a record in a 
certificate proceeding is fatally deficient unless the applicant introduces proof 
that the public convenience and necessity requires the sale at the proposed price 
would seriously impede the administration of the Act. If the applicant here is 
to be denied a certificate on the ground that he is required to show that the public 
convenience and necessity requires the sale at the proposed 27¢ figure, then we 
must also deny any other producer a certificate when he comes before us request- 
ing a certificate at a proposed 5¢ figure unless he likewise shows that the sale 
at the proposed 5¢ figure is required by the public convenience and necessity. 
Certainly we cannot deny a certificate in one case on the ground that the record 
is fatally deficient and grant a certificate on a similarly deficient record in an- 
other case. 

The Commission has consistently held abridged hearings in independent 
producer certificate cases ever since regulation of independent producers was 
undertaken in 1954. We have issued thousands of such certificates under such 
a procedure without a dissent.? If as is now contended we must require positive 
proof that the sale is required at the proposed price we must abandon this 
procedure and set each case for formal hearing as to this issue. 

This is a particularly inappropriate time to change our well established prac- 
tice of issuing certificates under the abridged hearing procedure so as to require 
every applicant to show that the public convenience and necessity requires the 
sale at the proposed price and no lower price. Such a change in procedure would 
bring to a virtual halt the granting of certificate applications both to independent 
producers and to pipelines whose applications are dependent on the certification 
of such sales, would cause stagnation in the natural gas industry which is the 
sixth largest industry in the country, and would result in wide-spread unemploy- 
ment in the pipeline construction and the gas production industries. 

Finally, a few brief words as to why we did not set this case for formal hear- 
ing and require the presentation of complete evidence on the price issue. In the 
majority opinion issued this day in the Matter of the Seaboard Oil Company, et 
al., Docket No. G—11970, et al., 19 F. P. C. 416 we discuss why a certificate pro- 
ceeding is not an appropriate place to try rate matters. Our own public records 
showed that there had been no new contracts entered into in Randolph County 
in recent years, leading us to the conclusion that this would be a particularly diffi- 
cult case to produce evidence as to whether any rate condition we might seek 
to impose would be “reasonable” and “required by the public interest.” Also the 
volumes of gas involved were comparatively small. Considering all of the various 
factors involved, including inter alia, the immediate need for this gas, the fact 
that all of the requirements of public convenience and necessity have been met, 


*We unanimously adopted 13 orders issuing certificates in our meeting of March 20, 
and 3 in our meeting of March 27 when this very question was before us in this matter. 
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and the heavy backlog of pending cases, our best judgment was that the rate is- 
sue had best be determined in a rate proceeding, rather than in this certificate 
proceeding. 


The Commission finds: 


(1) Applicant, Hope Natural Gas Company, a West Virginia corporation hav- 
ing its principal place of business in Clarksburg, West Virginia, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of April 27, 1943, in Docket No. G—-290 (3 FPC 994). 

(2) Applicant, United Fuel Gas Company, a West Virginia corporation having 
its principal place of business in Charleston, West Virginia, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of March 1, 1944, in Docket No. G-341 (4 FPC 534). 

(3) Applicant, Atlantic Seaboard Corporation, a Delaware corporation having 
its principal place of business in Charleston, West Virginia, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of March 16, 1943, in Docket No. G-284 (3 FPC 941). 

(4) The facilities hereinbefore described, as more fully described in the appli- 
cations in Docket Nos. G—-12571 and G—12574, are proposed to be used in the 
transportation and sale of natural gas in interstate commerce for resale, as 
integral parts of Hope’s, United’s and Atlantic’s existing pipeline systems and 
the construction and operation thereof by Applicants are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(5) Applicants, Columbian and Tidewater, independent producers of natural 
gas, upon commencement of the sales authorized hereinafter will be engaged in 
the sales of natural gas in interstate commerce for resale for ultimate public 
consumption, subject to the jurisdiction of the Commission, and therefore will 
be ‘“natural-gas companies” within the meaning of the Natural Gas Act. 

(6) The sales of natural gas hereinbefore described, as more fully described in 
the applications in Docket Nos. G—13974 and G—14148, will be made in inter- 
state commerce, subject to the jurisdiction of the Commission, and such sales by 
them, together with the construction and operation of any facilities subject to 
the jurisdiction of the Commission necessary therefor, are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(7) Applicants, Hope, United, Atlantic, Columbian and Tidewater, are able 
and willing properly to do the acts and to perform the services proposed and to 
conform to the provisions of the Natural Gas Act and the requirements, rules 
and regulations of the Commission thereunder. 

(8) The proposed construction and operation of the facilities by Hope, United 
and Atlantic, and the proposed sales by Columbian and Tidewater, together with 
the construction and operation of any facilities subject to the jurisdiction of 
the Commission necessary therefor, are required by the public convenience and 
necessity, and certificates therefor should be issued as hereinafter ordered and 
conditioned. 

(9) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificates hereinafter issued to Hope, United and 
Atlantic, and to the exercise of the rights granted thereunder, and that the time 
within which construction of the facilities authorized by this order shall be 
completed and in actual operation should be fixed at six months from the date 
on which this order issues. 

(10) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and not 
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having been denied by the Commission is granted pursuant to Section 1.30 (c) (1) 
of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same hereby 
are issued authorizing Hope Natural Gas Company, and United Fuel Gas Com- 
pany and Atlantic Seaboard Corporation to construct and operate the facilities 
hereinbefore described, all as more fully described in the applications in Docket 
Nos. G—-12571 and G—12574 and the exhibits appended thereto, as supplemented, 
for the transportation and sale of natural gas as therein set forth, subject to 
the jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) Certificates of public convenience and necessity be and the same hereby 
are issued authorizing Columbian Carbon Company, Operator, and Tidewater 
Oil Company to sell natural gas to Hope Natural Gas Company in interstate 
commerce for resale, and to construct and operate any facilities, subject to the 
jurisdiction of the Commission, necessary therefor, as hereinbefore described, 
all as more fully described in the applications and exhibits in Docket Nos. 
G-13974 and G—14148, upon the terms and conditions of this order. 

(C) The general terms and conditions set forth in paragraphs (a), (b), 
(ce) (8), (ec) (4), and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificates granted 
in paragraph (A) hereof, and to the exercise of the rights granted thereunder, 
and the time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (b) of Section 157.20 of 
said Regulations is hereby fixed at six months from the date on which this 
order issues. 

(D) The certificates issued to Columbian and Tidewater in paragraph (B) 
hereof shall be deemed of full force and effect unless refused in writing and 
under oath by them within 30 days from the date on which this order issues. 

(E) The certificates issued to Columbian and Tidewater are not transferable 
and shall be effective only so long as they continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act and the 
applicable rules, regulations and orders of the Commission. 

(F) The grant of the certificates to Columbian and Tidewater herein shall 
not be construed as a waiver of the requirements of Section 4 of the Natural 
Gas Act, or of Section 154 of the Commission’s Regulations thereunder requir- 
ing the filing of rate schedules for the services herein authorized ; and is without 
prejudice to any findings or orders which have been or may hereafter be made 
by the Commission in any proceeding now pending or hereafter instituted by 
or against them. Further, our action in this proceeding shall not foreclose nor 
prejudice any future proceedings or objections relating to the operation of any 
price or related provision in the gas purchase contracts herein involved. 

Chairman Kuykendall concurs in the result, adhering to the views expressed 
in his statement issued with Opinion No. 309, In the Matter of Seaboard Oil 
Company, Operator, et al., Docket No. G-11970, et al. 

Commissioner Connole dissenting. 

Conno_Le, Commissioner dissenting: 

I dissent from the issuance of certificate authority. The record fails to sup- 
port the assertion that the public convenience and necessity requires the pro- 
posed sale at the proposed prices by the producers, Columbian Carbon Company, 
Tidewater Oil Company and Hope Natural Gas Company, since it contains no 
evidence at all on the subject. Yet the proposals contemplate sales at rate levels 
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which our own public records disclose are 7.8 cents per MCF higher than pre- 
vailing producer prices in the County, with the exception of one filing of 25 
cents under which we have no record of any sales. Under these circumstances, 
as I stated in minute entry for the 4,523rd meeting of the Commission on January 
30, 1958, the Commission should have fixed a “formal hearing in these matters 
to afford the parties an opportunity to make a record on which the Commission 
could determine whether the public convenience and necessity requires the 
proposed service at the proposed price.” The most recent order issued February 
13, 1958 setting the matter down for hearing on the permanent certificate, how- 
ever, foreclosed the possibility and as a result we now have a fatally deficient 
record. 

This deficient record is particularly unfortunate in view of our earlier action 
in two of these dockets, those involving Hope Natural Gas Company, G—12571, 
United Fuel Gas Company and Atlantic Seaboard Corporation, G—12574. Tem- 
porary authority had been granted to these applicants on November 20, 1957. 
This authorization issued to Hope contained a condition making the rate of 
27 cents subject to refund of such portion as would be found to exceed the rate 
required by the public convenience and necessity when the hearing on the perma- 
nent certificate was had. Hope rejected this authority, but for reasons not 
going to this rate condition. Nothing has occurred since that date to alter the 
need for the careful scrutiny of the rate. Since the hearing was an abridged 
one, no new facts have been developed on this record that do so. It seems that 
all the reasons requiring the rate condition in November exist today. Accord- 
ingly, I see no reason not to examine the issue. Regretfully, I must dissent, 
then, not only from the assertion that the statutory burden has been met, but 
from the failure even to consider whether it has been met, as well. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TENSAS GAS GATHERING CORPORATION, OLIN GAS TRANSMISSION 
CORPORATION, ET AL. DOCKET NOS. G—13588, G-—13589, G—13666, 
ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued March 31, 1958) 


On October 28, 1957, Tensas Gas Gathering Corporation (Tensas), a newly 
formed gas company, filed in Docket No. G-13588 an application, as amended on 
January 23, 1958, for a certificate of public convenience and necessity, pursuant 
to Section 7 (c) of the Natural Gas Act, authorizing the construction and opera- 
tion of a natural gas pipeline system consisting of approximately 36.61 miles of 
pipeline varying from 2-inches to 8-inches in diameter, extending from a point 
in the Rodney Field in Mississippi westerly across the Mississippi River to a con- 
nection with Olin Gas Transmission Corporation’s existing pipeline in Tensas 
Parish, Louisiana, all as more fully set forth in the application. 

Applicant also proposes to build three compressor stations and certain field 
boosters having a total of 2,000 horsepower and located in the North Locust Ridge 


*Omitted portions of this order relate to the issuance of independent producer 
certificates. 
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Field, the South Locust Ridge Field and Lake St. John Field, in Tensas and 
Concordia Parishes, Louisiana. 

The estimated capital cost of Tensas’ entire project is $855,413. This amount 
is to be financed through the sale of not more than $712,500 of first mortgage 6 
percent bonds to W. C. Feazel, et al. In addition, 990 shares of common stock 
of Tensas, for an aggregate amount of $224,000, have been contracted to be sold 
to J. H. Hoag, President of Tensas. 

The gas supply which will become available to Tensas by the operation of the 
proposed facilities is reasonably adequate to justify the construction of the 
proposed facilities. 

On October 28, 1957, Olin Gas Transmission Corporation (Olin) filed in Docket 
No. G—13589 an application, pursuant to Section 7 (c) of the Natural Gas Act, 
for a certificate of public convenience and necessity authorizing the construction 
and operation of a proposed tap and measuring station on its Holly Ridge Field 
6-inch pipeline in Tensas Parish, Louisiana, for the purpose of purchasing and 
receiving natural gas from Tensas. The estimated cost of construction of these 
proposed facilities is $6,548, which will be financed out of current working funds. 

Olin will transport the gas received from Tensas commingled with its other gas 
supplies for sale in other states. 

On November 8, 1957, Olin filed in Docket No. G—13666 an application, pursuant 
to Section 7 (c) of the Natural Gas Act, for a certificate of public convenience and 
necessity authorizing the construction and operation of approximately 4.7 miles 
of 8-inch pipeline from a point on Olin’s Fowler-Baton Rouge line some 16 miles 
north of Baton Rouge in the vicinity of St. Francisville, Louisiana, extending to 
the site of a paper mill to be constructed by St. Francisville Paper Company. 
These facilities are required to enable Olin to deliver and sell up to 10,000 Mcf 
per day to Crown Zellerbach Corporation for use as fuel in the paper mill which 
Crown Zellerbach will manage and operate and which is expected to be placed 
in operation on or about November 1, 1958. The estimated cost of the proposed 
4.7 miles of 8-inch line, and of the proposed metering and appurtenant facilities 
for which authorization is also sought herein, is $184,000, which will be supplied 
from Olin’s current working funds. 


* * 





* 





* * 





* * 
Pursuant to due notice, a public hearing was held in Washington, D. C. on 
March 27, 1958, respecting the matters involved in and the issues presented by 
the applications herein. No petitions to intervene or protests to the granting 
of the applications have been received. Staff counsel moved orally at the hear- 
ing that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 








The Commission finds: 


(1) Applicant, Tensas Gas Gathering Corporation, a Louisiana corporation 
having its principal place of business in Shreveport, Louisiana, upon commence- 
ment of the operations authorized herein will be engaged in the sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and therefore will be a “natural-gas 
company” within the meaning of the Natural Gas Act. 

(2) Applicant, Olin Gas Transmission Corporation, a Delaware corporation 
having its principal place of business in Monroe, Louisiana, is a “natural-gas 
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company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order issued April 30, 1954. 

(3) The facilities hereinbefore described, as more fully described in the 
applications in Docket Nos. G—13588, G-13589 and G—13666, are proposed to be 
used in the transmission and sale of natural gas in interstate commerce for 
resale, subject to the jurisdiction of the Commission, and the construction and 
operation thereof by Tensas and Olin are subject to the requirements of sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 


xe 








* * * * * * 





























(6) All Applicants in these consolidated proceedings are able and willing 
properly to do the acts and to perform the services proposed and to conform to 
the provisions of the Natural Gas Act and the requirements, rules and regula- 
tions of the Commission thereunder. 

(7) The proposed construction and operation of the facilities by Tensas and 
Olin, and the proposed sales of natural gas by the aforesaid eight independent 
producers, together with the construction and operation of any facilities subject 
to the jurisdiction of the Commission necessary therefor, are required by the 
public convenience and necessity and certificates therefor should be issued as 
hereinafter ordered and conditioned. 

(8) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (8), (ce) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificates hereinafter issued to Tensas and Olin 
and to the exercise of the rights granted thereunder, and that the time within 
which construction of the facilities authorized by this order shall be completed 
and in actual operation should be fixed at 12 months from the date on which 
this order issues. 

(9) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 





(A) Certificates of public convenience and necessity be and the same are 
hereby issued authorizing Tensas Gas Gathering Corporation and Olin Gas 
Transmission Corporation to construct and operate the facilities hereinbefore 
described, all as more fully described in the applications in Docket Nos. 
G—13588, G-—13589, and G—13666 and the exhibits appended thereto, for the 
transportation and sale of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 
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(C) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (3), (ec) (4) and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificates granted 
in paragraph (A) hereof and to the exercise of the rights granted thereunder. 
(D) The time within which the facilities of Tensas and Olin hereby author- 
ized shall be constructed and placed in actual operation as provided by para- 
graph (b) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act is hereby fixed at 12 months from the date on which this order issues. 


* 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 









SOUTHERN NATURAL GAS COMPANY, ET AL., 
DOCKET NO. G-13864, ET AL. 


FINDINGS AND ORDERS ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued March 31, 1958) 


On December 9, 1957, Southern Natural Gas Company (Southern) filed in 
Docket No. G-13864 an application for a certificate of public convenience and 
necessity pursuant to Section 7 of the Natural Gas Act, authorizing the con- 
struction and operation of approximately 12.5 miles of 10%4-inch O. D. lateral 
supply pipeline, to extend from a point at the junction of Southern’s existing 
Bastian Bay and Fort Jackson pipelines (authorized in Docket Nos. G—12142 
and G—11234, respectively) southerly to a meter station to be installed by South- 
ern at a point in the Tantine Field, Plaquemines Parish, Louisiana, in order to 
purchase and receive natural gas produced in the Tantine Field by The British- 
American Oil Producing Company (British-American), Operator, and Lillie 
C. Cullen (Cullen), et al. Southern states that the estimated initial cost of its 
facilities is $886,510, which cost will be defrayed from funds to be raised by the 
sale of securities. 
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Producers’ facilities consist of customary lease equipment and field lines. 
Proposed deliveries will be made at Southern’s proposed meter station in the 
field and will commence upon receipt of authorizations and completion of 
Southern’s facilities proposed herein. Southern estimates that said facilities 
will be completed within two months from the date construction is commenced. 
The gas supply which will become available by the operation of Southern’s pro- 
posed facilities is reasonably adequate to justify the construction of the proposed 
facilities. 

Southern will transport the gas received from the Tantine Field commingled 
with its other gas supplies for sale in other states. 

No new markets are proposed herein; Southern merely seeks to increase its 
general system supply. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 19, 1958, respecting the matters involved in and the issues presented by 
the applications. No petitions to intervene or protests to the granting of the 
applications have been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


















The Commission finds: 


(1) Applicant, Southern Natural Gas Company, a Delaware corporation, 
having its principal place of business at Birmingham, Alabama, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of October 6, 1942, in Docket No. G—-296 (3 FPC 822). 

(2) The facilities hereinbefore described, as more fully described in Southern’s 
application herein, are proposed to be used in the transportation and sele of 
natural gas in interstate commerce for resale, subject to the jurisdiction of the 


*Omitted portions of this order relate to the issuance of independent producer 
certificates. 
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Commission, as integral parts of Southern’s existing pipeline system and the 
construction and operation thereof by Southern are subject to the requirements 


of subsections (¢) and (e) of Section 7 of the Natural Gas Act. 
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5) Applicants, Southern, British-American and Cullen, are able and willing 
properly to do the acts and to perform the services proposed and to conform 
to the provisions of the Natural Gas Act, and the requirements, rules, and regu- 
lations of the Commission thereunder. 

6) The proposed construction and operation of the facilities by Southern 
and the proposed sales of natural gas by British-American and Cullen, together 
with the operation of any facilities subject to the jurisdiction of the Commission 
necessary therefor, are required by the public convenience and necessity, and 
certificates therefor should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (ce) (4), and (e) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 
157.20) should attach to the certificate hereinafter issued to Southern, and 
to the exercise of the rights granted thereunder and that the time within which 
construction of the facilities authorized by this order shall be completed and 
in actual operation should be fixed at twelve months from the date on which 
this order issues. 

(S) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure, Section 1.30 (c) of the Commission’s Rules of 
Practice and Procedure, was unopposed by any party of record, and, not having 
been denied by the Commission, is granted, pursuant to Section 1.30 (c) (1) of 
said Rules. 








* + 


The Commission orders: 





(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Southern to construct and operate the facilities hereinbefore 
described, all as more fully described in its application in this proceeding and 
the exhibits appended thereto, for the transportation and sale of natural gas 
as therein set forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order. 













* t * * = * * 














(C) The certificate to Southern shall be accepted in writing, and under oath, 
by a responsible official of Southern, and the general terms and conditions set 
forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of Section 157.20 of 
the Commission’s Rules of Practice and Procedure shall attach to the issuance of 
the certificate granted in paragraph (A) hereof, and the exercise of the rights 
granted thereunder. 


* 








* * 





* * * * 










(E) The time within which the facilities hereby authorized to Southern shall 
be constructed and placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure is hereby 
fixed at twelve months from the date on which this order issues. 

(F) The certificates issued to Southern, British-American and Cullen are 
not transferable and shall be effective only so long as they continue the acts or 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, and the applicable rules, regulations, and orders of the Commission. 
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(G) The related rate schedules listed below are accepted for filing to be effec- 
tive on the date of initial delivery. Such acceptance for filing shall not be con- 
strued as constituting approval by this Commission of any service, rate, charge, 
classification nor any rule, regulation or practice affecting such service or rate; 
nor shall this order be deemed as recognition of any claimed contractual right 
or obligation affecting or relating to such service or rate; and such acceptance is 
without prejudice to any findings or orders which have been or may hereafter 
be made by the Commission in any proceeding now pending, or hereafter instituted 
by or against British-American and Cullen. British-American and Cullen shall 
notify the Commission of the date of commencement of deliveries under the ap- 
plicable rate schedule. 

In the event that any of the documents comprising the listed rate schedules 
contain provisions for future automatic adjustments in rates and charges based 
upon new or increased taxes, prices paid for gas by or to others, price re-deter- 
mination provisions, or any similar provision, such provisions, when invoked to 
change the effective rates and charges, will constitute a change in such rates 
and charges within the meaning of Section 4 (d) of the Natural Gas Act and 
Section 154.94 of the Commission’s Regulations under such Act. The Act and the 
Commission’s Regulations require that such changes be filed with the Commission 
not more than 90 days nor less than 30 days prior to the proposed effective date 
thereof. 


Rate Schedule Designation Description of Document 
British-American Oil Producing Company (Oper- 
ator), et al. FPC Gas Rate Schedule No. 29 Contract, 8-6-57 


* * * * * 


SEABOARD OIL COMPANY, OPERATOR, DOCKET NO. G—11970 
UNITED GAS PIPE LINE COMPANY, DOCKET NO. G-12019 
CHARLES B. WRIGHTSMAN, DOCKET NO. G-—12055 
UPON APPLICATION FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 31, 1958) * 

Syllabus 


. Commission distinguishes this case from the Signal case, where a rate condi- 
tion was imposed, because here (1) there is no evidence that the price will 
result in price increases in the area, (2) the evidence shows that the pro- 
posed price will have no effect on other prices in the area, (3) the price will 
not “trigger off” any increases in favored-nations contracts, and (4) the 
price is substantially below a number of other prices in the area. P. 418. 

2. Proposed price will not affect the public convenience and necessity since the 
price will neither affect the price to be paid by United’s customers nor re- 
sult in other pipelines paying higher prices for gas purchased in the area. 
P. 419. 

. The burden of going forward with the evidence relating to the issue of a rate 
condition is on the party raising the issue, although the burden of proving 
all elements of a case of public convenience and necessity is on the appli- 
eant. P. 420. 


*Designated Commission Opinion No. 309. Initial decision appears on p. 436. 
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. In the great majority of independent producer certificate cases, where the 
price for the proposed sale has been arrived at on an arm’s-length basis, 
the imposition of a rate condition is neither practical nor proper. P. 421. 

. Commission discusses the applicability of the City of Detroit case with refer- 
ence to the use of field price in an independent producer certificate pro- 
ceeding. P. 422. 

. Field price data in the area of the proposed sale are of little probative value 
unless it is also shown that the conditions and circumstances as well as the 
time under which the prices were negotiated are substantially similar. 
P. 422. 

7. Commission issues certificates of public convenience and necessity under 
Section 7 of the Natural Gas Act to applicants. P. 425. 


Commissioners Kuykendall and Stueck concurring. 

Commissioner Connole dissenting. 

Edward Burling, Jr., and C. Douglas Forde, Jr., for Seaboard Oil Co. 

W. O. Crain, George D. Fiser, C. L. Lewis, and Vernon Woods for United Gas 
Pipe Line Co. 

Gene M. Woodfin and Daniel C. Arnold for C. B. Wrightsman. 

Robert L. Russell and John Paul Geneau for the staff of the Federal Power 
Commission. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


OPINION 


These consolidated proceedings involve the applications of Seaboard Oil Com- 
pany, Operator (Seaboard), Charles B. Wrightsman (Wrightsman), and United 
Gas Pipe Line Company (United) for certificates of public convenience and neces- 
sity. The applications of Seaboard and Wrightsman, independent producers of 
natural gas, are for authority to make sales in interstate commerce of natural gas 
produced in the Maurice field of Vermilion and Lafayette Parishes, Louisiana, to 
United, pursuant to the terms of a contract entered into January 16, 1957. 
United’s application is to construct and operate the necessary facilities to receive 
and transport this gas to its existing pipeline. On December 20, 1957 the Presid- 
ing Examiner issued his initial decision granting the certificates in accordance 
with the prayer of the applications. 

Staff counsel on January 9, 1958 filed exceptions to the Presiding Examiner’s 
decision to the extent that it authorized the certificates to Seaboard and Wrights- 
man at the proposed price of 19.5¢. No exceptions were filed to the granting of the 
certificate to United and the staff in its exceptions to the issuance of the producer 
applications admitted that the evidence made out a clear case of public conven- 
ience and necessity with respect to every issue except that of price. The staff con- 
tend in its exceptions that the Examiner erred in refusing to condition the is- 
suance of the certificates so as to provide that the initial price not exceed 18¢ per 
Mcf. This contention had been urged upon the Examiner but had been rejected 
by him. 

Thus, the sole question before us in these proceedings is “Should there be in- 
serted in the certificates issued to the independent producer applicants a rate 
condition that the initial price to be paid for the gas involved be no more than 
18¢?” 

In considering this question the Presiding Examiner first pointed out that the 
Commission has the power under Section 7 (e) of the Act “to attach to the is- 
suance of the certificate and to the exercise of the rights granted thereunder such 
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reasonable terms and conditions as the public convenience and necessity may re- 
quire” and then found “the evidence in this proceeding * * * must be held to be 
entirely inadequate to establish, or even to make a prima facie showing, that the 
condition which the Staff seeks to have attached to the certificate is ‘reasonable’ 
and required by the ‘public convenience and necessity’.” 

The Examiner next discussed the Signal’ case and distinguished it on the 
ground that in this case unlike Signal there was no substantial evidence to show 
that the public convenience and necessity required that the initial rates be re- 
duced by a rate condition in the certificate. 

Next, the Presiding Examiner held that there was no sound reason offered by 
the staff for conditioning the certificates at a rate of 18¢, apparently considering 
that the evidence did not afford any rational basis for selecting 18¢ as distin- 
guished from some other figure. 

Finally, the Presiding Examiner held that, considering the several aspects of 
public convenience and necessity presented in this case—including the fact that 
the rates proposed have not been shown to be excessive, that all the other prereq- 
uisites for issuance of a certificate have been satisfied, that there exists a public 
need for gas, and that the grant of the authorization would result in the augmen- 
tation of United’s gas supply for an unlimited term, as well as the insubstantiality 
of the evidence to support a rate condition—certificates should issue without the 
staff's recommended rate condition. 

We are in complete agreement with the above holdings of the Presiding Ex- 
aminer and on these bases affirm his decision. However, in view of the argu- 
ments, advanced in this and other pending cases, that we should regulate prices 
by the imposition of rate conditions in certificate proceedings, we deem it desir- 
able to discuss various aspects of this question, and to make known the conclu- 
sions we have reached. Also because of the vigor and zeal with which it has 
been urged that we impose a rate condition in this case we shall discuss the evi- 
dence herein in detail in order to show the utter lack of any substantial evidence 
justifying the imposition of the proposed condition. 

Turning first to the issue before us in this case, namely, does the public con- 
venience and necessity require the imposition of a rate condition limiting the ini- 
tial price to 18¢ per Mcf, we find there is a complete lack of evidence in this case 
to support such a contention. 

In the past where there has been competent evidence of record, we have held 
that the public convenience and necessity required the imposition of a rate 
condition in an independent producer certificate application. See the Signal 
case supra. In the Signal case, intervenors, who sought to have Signal’s cer- 
tificate conditioned upon the filing of a 10¢ per Mcf rate in lieu of the 12¢ rate 
proposed, showed by “positive evidence” that no more than 10¢ per Mcf was 
being paid for any gas purchased in the southcentral region of Oklahoma. This 
evidence was uncontradicted. Furthermore, the contention of intervenors that 
a 12¢ sales price would drive the maximum price in the area from 10¢ to 12¢ was 
not contradicted by Signal, and a witness for Cities Service, the purchaser, 
admitted that this would be the effect of the sale as proposed. Under those 
circumstances, we found that the proposed rate would cause “economic dis- 
ruption in a considerable area” and conditioned the certificate granted to Signal 
by requiring Signal to file a rate of 10¢ per Mcf. 

The present case does not present circumstances similar to those which lel 
us to impose a rate condition in the Signal case. Not only is there a complete 




























1 Opinion No. 288, issued November 28 1955. in Matters of Cities Service Gas Company, 
et al., Dockets Nos. G—2569, et al. (14 F. P. C. 134), affirmed, Signal Oil and Gas Co. v. 
F. P. OC. 238 F. 2d 771 (CA 8), cert. denied, 353 U. S. 923. 
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lack of evidence that the price of 19.5¢ will result in price increases in the area, 
but the evidence clearly and affirmatively shows that the proposed price will 
have no effect on other prices in the area, will not “trigger off” any increases 
in favored-nation’s contracts, and is substantially below a number of other 
prices in the area. There is uncontradicated testimony in the record that in 
952 contracts for the sale of gas in the nearby Erath field,? were entered into 
at a price of 20¢ (21¢ with tax) and that in the succeeding five years, contracts 
for the purchase of gas in the south Louisiana area have been entered into at 
prices varying only slightly from this figure, one way or another, depending 
on the volume of the reserves, accessibility of the gas to the pipelines and many 
other factors. Also, the only exhibit introduced by the staff, Exhibit No. 3, 
showed some prices in excess of 20¢ in this area which had been accepted by 
the Commission. 

In addition to whether the proposed price will adversely affect the price paid 
by other purchasers of gas in the area, we should consider what possible adverse 
effect it may have on the customers of United. The record shows United’s 
system-wide sales to be over 1.2 trillion feet during 1956. It also shows the 
total reserves which will be acquired if these certificates issued are less than 23 
billion cubie feet, that there are at present only two producing wells and the 
contracts contemplate delivery of not over 1 million feet per day. Accordingly, 
a reduction in price of 1.5¢ per Mcf as proposed will increase United’s average 
cost of gas by less than .0005¢ per Mcf. The conclusion is inescapable that 
this sale in itself will result in no price increase to United’s customers and even 
if considered in conjunction with other high-priced sales will have no appreciable 
effect on the prices which such customers must pay. 

Since the proposed price will neither affect the price to be paid by United’s 
customers nor result in other pipelines paying higher prices for gas purchased 
in the area, it would seem to follow that the proposed price will not affect the 
public convenience and necessity in this case. Certainly it was not suggested 
hy any party to this proceeding that we should consider any other circumstances 
under which price affects the public convenience and necessity. As the Presid- 
ing Examiner pointed out mere statements by staff that the contract price is 
“questionable,” “carries a high degree of uncertainty,” is “suspect,” and is not 
“representative,” unless supported by evidence, afford no basis for requiring a 
rate condition in the name of public convenience and necessity. 

Notwithstanding all this, it is urged (1) that this price may affect the general 
gas price structure of the industry and “the effect on the natural gas pricing 
structure generally which a particular rate will have alone or in combination 
with others” is a factor which we must consider in determining whether public 
convenience and necessity require certificating this sale, (2) that the burden 
of proving that no unfavorable effect on the pricing structure will result is on 
the proponent of the rate schedule, and (3) that an exhibit introduced by staff 
in this proceeding affords an excellent basis for and is sufficient to authorize 
the imposition of a rate condition limiting the initial price to 18¢. 

These arguments have been advanced so persistently and with such vigor 
that it is necessary for us to consider them. There is not one iota of evidence 
in this case which tends to show the effect, one way or another, which this 


2Testimony that this sale was approved in 1952 is misleading due to the fact that the 
Commission did not begin certificating independent producer sales until after the Phillips’ 
decision in 1954. However, the auestion of the price of the Erath field gas was fully 
discussed by the Commission in Opinion No. 251, Jn the Matter of Gulf Interstate Gas Co., 
Docket No. G-2058, 12 F. P. C. 116, and the Commission unanimously found that public 
convenience and necessity required the certification of the pipeline despite the price of 
the gas. Subsequently, in 1954, the sale was formally approved. 
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proposed rate will have, in conjunction with others, on the gas price structure.’ 
Accordingly, unless we should hold that the burden of going forward with such 
evidence is on the applicants, it is necessary to consider this issue in this case. 

The Presiding Examiner discussed the question of burden of proof in this 
proceeding and held, in effect, that while the burden of proving all elements of a 
case of public convenience and necessity was on the applicant that where the 
issue of the attachment of a rate condition to the certificate was injected into 
a proceeding by another party to the proceeding that the burden of going for- 
ward with the evidence relating to the issue so injected was on the party raising 
the issue, although the actual burden of proof never shifted. We are in accord 
with the views of the Presiding Examiner on this point, and think they are par- 
ticularly applicable to the situation here presented. While this precise issue, 
namely, whether this sale in conjunction with others might have an effect on the 
over-all price structure of the gas industry was never raised by any party to 
the proceeding until after the Presiding Examiner’s decision was rendered, 
had such an issue been raised, it is inconceivable that we would have required 
applicants to undertake the burden of going forward with evidence to show that 
this particular rate, considered in conjunction with others, must be shown to be 
justified by the public convenience and necessity. If such standards are to be 
required of applicants, there is no end to what may be required of them. As to 
this one issue alone, applicants would be required, under this theory, to produce 
affirmative evidence that this rate, in conjunction with any one or more unspeci- 
fied rates in the entire country, had no effect on the public convenience and 
necessity. Thus, an applicant for a high initial rate must consider not only 
every other high rate in the country but the relative effect, if any, the proposed 
rate, in conjunction with any one or more of such other rates, has on the gas 
price structure as a whole. Obviously, the proposal would impose an impossible 
burden on any applicant. We know of no authority which supports such a 
view. All reach a directly contrary conclusion. For a discussion of this point, 
see Wigmore on Evidence, Volume 9, pages 266 to 286. See also Attorney Gen- 
eral’s Manual on the Administrative Procedure Act, page 75, particularly the fol- 
lowing quotation from the Senate Committee Report on that Act: 


That the proponent of a rule or order has the burden of proof means not 
only that the party initiating the proceeding has the general burden of 
coming forward with a prima facie case but that other parties, who are 
proponents of some different result, also for that purpose have a burden to 
maintain. 


From the beginning of the Commission’s regulation over independent producers 
after the Supreme Court’s decision in the Phillips Petroleum Company case in 
1954, we have been seriously concerned with assuring that, in the interest of 
the ultimate consumer of natural gas, certificates of public convenience and 
necessity authorizing sales by independent producers be issued at prices which 
were fair and not excessive. In pursuit of this objective, we have proceeded 
along two avenues. First, we have in many instances issued certificates while 
simultaneously entering on an investigation of the price of the proposed sale 
under Section 5 (a) of the Act. Second, we have in other instances set certificate 
proceedings for formal hearing in order to determine if there was any substantial 
evidence to justify imposition of a rate condition, although in only one instance, 


® We have already pointed out that the evidence in this case fails to show that the 
proposed rate by itself will have any effect on the price structure. 
* Phillips Petroleum Company vs. Wisconsin, 347 U. S. 672. 
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the Signal Oil case, have we found sufficient evidence to justify the imposi- 
tion of such a condition.® 

On the same day that Signal was decided, November 23, 1955, this Commission 
had before it another certificate proceeding,’ in which, as in the Signal proceed- 
ing, the Commission was requested to condition the issuance of the certificates 
as to price. The Commission refused to so condition the certificates and called 
attention to the fact that while it frequently had imposed such conditions in 
pipeline certificate cases, that: 


Because the economic and other conditions presented in certificate applica- 
tions filed by independent producers are substantially different from those 
presented in certificate applications filed by interstate pipeline companies, 
the Commission has not deemed it prudent to expend the time required to 
resolve rate issues at this stage, nor has it found it practical to inquire into 
the reasonableness of producer rates in all producer certificate proceedings. 


Time and experience have attested to the soundness of our position in the 
Tamborello case and have forcibly demonstrated at least in the great majority of 
independent producer certificate cases coming before us, where the price for the 
proposed sale has been arrived at on an arm’s-length basis, that the imposition 
of a rate condition under Section 7 (e) reducing the price proposed by the ap- 
plicant for its sale of gas is neither a proper nor practicable means for protecting 
the consumer against prices which may not have been shown to be just and 
reasonable; and that the primary instrument for the protection of the consumer 
against excessive rates is and must continue to be the means afforded by the rate 
provisions of the Act. 

Mature consideration of the various factors involved has led inescapably to 
this conclusion. Time is of the essence in most transactions connected with the 
production segment of the natural gas business. Most leases contain provisions 
for the payment of “shut in” royalties unless the gas is produced and marketed as 
rapidly as is reasonably possible in accordance with state conservation laws. 
Many contain provisions permitting the lessor to cancel the lease unless the gas 
is marketed with reasonable diligence or within a specified time. Almost all gas 
leases contain an express covenant that the lease will be diligently developed ; 
if they do not contain such a provision the courts have implied it. The need for 
capital to further develop a lease presents an impelling need to obtain an im- 
mediate sale of gas from wells already brought in. As a result, one of the im- 
portant considerations in making a sale is the time when delivery of gas can be 
started. The present case illustrates this. The evidence shows here that the 
operators turned down an offer of 20¢ per Mcf made by Southern Natural Gas 
Company for the reason that that company was not in a position to immediately 
take the gas, and accepted the offer of United Gas Pipe Line Company for a 
lesser figure in the belief that it would be able to obtain a certificate and accept 
deliveries without delay. 

While time is of the essence in such transactions, experience has shown that 
even the simplest inquiry into rates in a certificate proceeding, particularly in 
view of the crowded dockets which we have had since the Phillips decision, is 


5 But see the CATCO case, Docket No. G—11024, 17 F. P. C. 732, where we imposed such a 
condition in our order of May 20, 1957 but upon more mature and careful consideration 
found by our order of June 24, 1957, 17 F. P. C. 880, that considering all matters which 
enter into a determination of the public convenience and necessity that the condition 
should be removed, the sales of gas certificated, and Section 5 (a) proceedings instituted 
to determine the justness and reasonableness of the rates. 

See our Opinion No. 287, In the matter of Anthony J. Tamborello, et al., Docket Nos. 
G-—3045, et al., 14 F. P. C. 123. 
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time-consuming. As an illustration, the contract in this case was entered into 
January 16, 1957, the certificate application filed February 11, 1957, notice of 
hearing was issued July 31, 1957, the hearing held October 29, 1957, the Presiding 
Hxaminer’s decision rendered after the filing of briefs on December 20, 1957 
and exceptions filed on January 9, 1958. These delays are not due to failure of the 
Commission or its staff to act expeditiously but solely because in any contested 
matter, there must be due process, and the various time intervals prescribed by 
statute or our rules for notices, appearances, pleadings and exceptions must be 
observed. 

Had the issue of initial price not been considered in this proceeding, the cer- 
tificate would have issued more than a year ago. This unavoidable administrative 
delay, due to the raising of the initial price issue, has resulted in these properties 
making no return on their investment for a year, which expense must, of course, 
be ultimately borne by the consumer. In addition, while in this particular 
instance the consumers will not lose the %4¢ differential between the offer of 
United and that of Southern Natural, it is apparent that if there are to be delays 
like this in future producer cases, pipeline companies otherwise in a position to 
take immediate delivery of gas may lose a bargaining advantage they now possess 
as producers will hesitate to make concessions in price in the expectation of early 
deliveries, and the consumer will ultimately pay the addition to the price. 

The Commission has not yet resolved on any formula or standard for fixing the 
rate of independent producers, although the knowledge gained from the many 
rate hearings pending before us has assisted materially in illuminating the com- 
plex problems presented and in moving toward their solution. A rate case is 
so time-consuming that it is infeasible to transform an independent producer 
certificate proceeding into a rate case to determine whether or not a condition 
should be imposed on the original price. Nevertheless, in order to fully test the 
feasibility of limiting initial prices by rate conditions, we have set a number of 
independent producer certificate applications for hearing as to the price issue. 
The present proceeding is one of these. In this and in every other like proceeding 
in which an examiner has rendered a decision, the presiding examiner has found 
that the evidence has not justified the imposition of a rate condition.’ 

There is much to be said for the use of field price data in rate cases ® to deter- 
mine the justness and reasonableness of rates, and in certificate cases to deter- 
mine if the rate condition sought to be imposed is reasonable. However, the 
City of Detroit case® held we could not use unsupported field prices alone to 
determine the justness and reasonableness in a rate proceeding, and while this is 
a certificate proceeding rationale of that case would seem to apply, at least toa 
very considerable extent in this type of a proceeding, since the statute requires 
that any rate condition imposed be “reasonable.” It is not necessary for us to 
pass on the extent to which the City of Detroit case applies to this type of pro- 
ceeding as the field price data presented herein have little probative value. 
Exhibit No. 3, the staff’s only exhibit, listed field prices in eight parishes of 
Louisiana in the neighborhood of the proposed sale, but as the Presiding 
Hxaminer pointed out failed to show many particulars with respect to these 
sales and “merely establishes that the Commission has, in but relatively few 
cases, issued certificates for sales of gas produced in said Louisiana area where 
the filed rate is as high as the rate here involved of 19.5¢.” Although the exhibit 


™See, for example, the decision of Chief Examiner Marsh in Docket Nos. G—12211, 
et al., Sunray Mid-Continent Oil Co., et al., and of Examiner Woodall in Docket No. 
G-—12487, Columbian Fuel Corp. 

® See our Opinion No. 269, In the Matters of Panhandle Eastern Pipe Line Oo., et al., 
Docket Nos. G—1116, et al., 13 F. P. C. 53. 

® City of Detroit vs. F P. C., 230 Fed. 2d 810 cert. denied, 352 . 8. 829. 
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purported to show all rates filed with the Commission prior to September 15, 
1957, the applicants showed 14 rates entered into at prices of 20¢ or above which 
had been filed with the Commission and were not included in the exhibit. Obvi- 
ously a price previously certificated in some other proceeding may have little 
value for the reason, among others, that the terms and conditions of the sale 
might well be entirely different. The period of time covered by a contract, the 
volume of gas dedicated under it, the kind of gas, its Btu rating, certain factors 
affecting the cost of production such as the depth of sands from which produc- 
tion is obtained, the accessibility of the gas to the purchaser’s pipelines, the fact 
that the gas may be produced in conjunction with oil and must be sold to prevent 
its being flared, and the number of pipelines competing for the gas are but a few 
of the factors which enter into the finally negotiated price. The possible non- 
comparability of the terms of other contracts and the conditions under which 
they were negotiated impair the usefulness of this approach and make it difficult 
to determine if a certain price is or is not justified in the absence of a showing 
of such terms and conditions. 

A further basic objection, fully exemplified by these proceedings, exists to the 
imposition of this kind of rate condition in cases of this type. Assuming 
arguendo, that the proposed price for the sale is excessive, it is difficult if not 
impossible to find in a certificate proceeding any rational basis for fixing on 
another particular price as a fair price and the only price at which the sale can 
be certificated. It is not enough merely to select arbitrarily or at random some 
price a cent or two or three lower than the price for the proposed sale. There 
must be some rational basis for the new price—a “grab bag” approach will not 
suffice ; it must be arrived at by some process of reasoning in the application of 
some understandable criterion, if the condition whereby it is imposed is to be 
found “reasonable” within the meaning of Section 7 (e). The means selected 
must have some real or substantial relation to the object sought to be attained. 
But no such criterion and relationship exists in connection with the staff’s pro- 
posed 18¢ rate condition, so far as this record discloses. Nor have we been able 
to devise any such criterion either for fixing on the staff’s recommended 18¢ rate 
in this case as the only price at which this sale can be certificated, or for arriv- 
ing at a reduced price for proposed sales in other independent producer cer- 
tificate cases. 

It is argued that we should employ statistical techniques involving the group- 
ing of price data, and the use of average prices, to arrive at some price lower 
than that of the proposed sale. However, as we have shown, such price data are 
of little probative value unless it is also shown that the conditions and circum- 
stances aS well as the time under which the prices were negotiated were sub- 
stantially similar. The introduction of such evidence in certificate proceedings 
makes difficult the timely administration of the Act, while it is doubtful if a 
rate reduction based on such data without proof of the surrounding circum- 
stances would be held to be reasonable. 

Our experience shows more convincingly with every passing day that the im- 
position of rate conditions requiring independent producers to reduce the prices 
for their proposed sales of gas is not a practicable means, consistent with the 
application of the provisions of Section 7 (e) on a sound administrative basis, 
for securing to the consumer such protection as may be needed in relation to 
the prices of sales for which certificate authority is sought. Obviously, Section 7 
of the Act is distinctively the certificate section of the statute, and is designed 
to serve purposes fundamentally different from those of the rate provisions of 
Sections 4 and 5 of the Act. The proper administration of the Act demands a 
close adherence to the intended scheme of the statute; and the several objectives 
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of the Act can best be achieved by following the channels specifically designed 
for the attainment of each. So that, although in a proper case the element of 
price may be considered in passing on a certificate application under the Act, 
the principal place for the consideration of matters of rate level is in rate pro- 
ceedings. Particularly is this so today, at a time when our dockets are clogged 
with independent producer certificate applications. Certain it is that an attempt 
to review the price of each and every independent producer sale for which a 
certificate is sought with a view to reducing the price for the sale on the basis 
of some standard still to be devised which could be found “reasonable,” would 
likely create an impossible administrative burden and would give rise to hard- 
ships, delays and detriments materially outweighing in some instances such 
gains as might result from a possible lowering of prices. 

Nor is there any assurance that materially lowered prices to the consumer 
would be the sequel to an attempted imposition of rate conditions. For assuming 
it were possible to devise a reasonable and workable standard to be applied to this 
connection, the question would still remain whether, considering the element of 
price in relation to the other elements encompassed within the public convenience 
and necessity, substantial evidence would support the imposition of the condition. 
Certainly the Presiding Examiner found that it did not here. And we think 
it generally true that today, diverse factors tend increasingly to accentuate the 
importance of the other elements of public convenience and necessity in relation 
to that of price, and lessen the justification for attempting to determine matters 
of price outside the specific context of the rate proceedings for which the Act 
has made specific provision. 

We do not wish to say that a rate condition should never be attached to a cer- 
tificate issued an independent producer. As we have stated, the high initial prices 
appearing in some contracts filed with us are a matter of grave concern to us, 
and any valid, practicable legal means available will be used by us to reduce ex- 
cessive prices. Circumstances may exist when, for a variety of reasons, it is 
reasonable and required by the public convenience and necessity that a condi- 
tion effecting a reduction in the price for a proposed sale be attached to a cer- 
tificate issued an independent producer. The situation which existed in the 
Signal case, where the issuance of the certificate without the condition would have 
resulted in substantially increased prices to other utilities purchasing gas in the 
area, is such an instance. Every similar situation where the proposed price sets 
a new high in any area is carefully considered by us together with other factors 
which enter into determination of the public convenience and necessity, and if 
in our opinion the public convenience and necessity do not require the sale at the 
proposed price we shall either deny the certificate or condition it at such price 
as the evidence shows reasonable. In addition to such cases there may be others 
where the facts considered as a whole will justify the imposition of rate 
condition. 

As to the present case, we conclude, for the reasons detailed above, that the 
condition recommended by staff in this case is not reasonable, and that there is 
no substantial evidence to support the conclusion that its attachment to the 
certificates sought by the producers herein is required by the public convenience 
and necessity. 


The Commission further finds: 
(1) Seaboard Oil Company, Operator, and Charles B. Wrightsman, independent 
producers of natural gas, will, upon commencement of the sales authorized 


herein, be engaged in the sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
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and will, therefore, be “natural-gas companies” within the meaning of the 
Natural Gas Act. 

(2) The sales of natural gas by Seaboard and Wrightsman hereinbefore de- 
scribed, as more fully described in the presiding examiner’s initial decision and 
the parties’ applications, will be made in interstate commerce, subject to the 
jurisdiction of the Commission, and such sales, together with the construction 
and operation of any facilities subject to the jurisdiction of the Commission 
necessary therefor, are subject to the requirements of subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) United Gas Pipe Line Company, a Delaware corporation having its prin- 
cipal place of business in Shreveport, Louisiana, is a “natural-gas company” 
within the meaning of the Natural Gas Act and is subject to the provisions 
thereof, as heretofore found by the Commission. 

(4) United’s proposed facilities hereinabove referred to, as more fully de- 
scribed in the presiding examiner’s initial decision and United’s application, will 
be used to transport natural gas in interstate commerce subject to the Commis- 
sion’s jurisdiction, and such facilities are subject to the requirements of sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(5) Applicants, Seaboard, Wrightsman and United, are able and willing 
properly to do the acts and to perform the services proposed and to conform to 
the provisions of the Natural Gas Act and to the requirements, rules and 
regulations of the Commission thereunder. 

(6) The proposed sales by Seaboard and Wrightsman, and the proposed con- 
struction and operation of the facilities by United, together with the operation 
of any facilities subject to the jurisdiction of the Commission necessary there- 
for, are required by the public convenience and necessity and certificates therefor 
should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the terms and conditions 
set forth in paragraphs (b), (c) (4) and (e) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act, attach to the issuance of the 
certificate issued to United and to the exercise of the rights thereunder, and that 
the time within which construction of the facilities authorized by this order shall 
be completed and in actual operation should be fixed at six months. 


The Commission orders: 


(A) Certificates of public convenience and necessity are hereby issued to Sea- 
board Oil Company, Operator, and Charles B. Wrightsman, upon the terms and 
conditions of this order, authorizing the sales by these applicants of natural 
gas in interstate commerce, together with the construction and operation of any 
facilities, subject to the jurisdiction of the Commission, used for the sale of 
natural gas in interstate commerce, as hereinbefore referred to and as more 
fully described in the applications and exhibits in these proceedings. 

(B) A certificate of public convenience and necessity is hereby issued to 
United Gas Pipe Line Company authorizing this applicant to construct and op- 
erate the facilities hereinbefore referred to and more fully described in the 
applications and exhibits in these proceedings, for the transportation and sale 
of natural gas as therein set forth, subject to the jurisdiction of the Commis- 
sion, upon the terms and conditions of this order. 

(C) That part of United’s application which seeks a certificate of public con- 
venience and necessity authorizing it to construct and operate in the future such 
“other facilities required from time to time to connect, or to take additional 
deliveries from, wells in said Area” is hereby denied. 

(D) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath by the above applicants 
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within 30 days from the date of issuance of this order; and all of the facilities 
authorized herein shall be constructed and placed in actual operation within six 
months from the date of issuance of this order. 

(E) The general terms and conditions set forth in paragraph (7) above shall 
attach to the issuance of the certificate granted United, and to the exercise of 
the rights granted thereunder. 

(F) The certificates issued herein are not transferrable and shall be effective 
only so long as each of said applicants continues the acts or operations hereby 
authorized in accordance with the provisions of the Act, and the applicable rules, 
regulations and orders of the Commission. 

(G) The grant of the certificates herein to Seaboard and Wrightsman shall 
not be construed as a waiver of the requirements of Section 4 of the Act, or of 
Section 154 of the Commission’s Rules and Regulations thereunder requiring the 
filing of rate schedules for the service herein authorized, and is without preju- 
dice to any findings or orders which have been or may hereafter be made by the 
Commission in any proceeding now pending or hereafter instituted against the 
applicants. Further, the action taken in this proceeding shall not foreclose nor 
prejudice any future proceedings or objection relating to the operation of any 
price or related provision in the gas purchase contracts herein involved. 

(H) Consistent with the foregoing, the presiding examiner’s initial decision 
issued herein on December 20, 1957, is adopted as the decision of the Commis- 
sion. 

Commissioner Connole dissenting. 

KUYKENDALL, Chairman, concurring in the result: 

It seems to me that the facts of record in this case do not demonstrate that the 
insertion of a rate condition is warranted. Hence I concur in the result reached 
by the majority. 

This question of our power to insert a rate condition in a producer’s certificate 
is a baffling one. I have the same difficulty that the majority has in reconciling 
Signal and City of Detroit vs. F. P. C., supra. I also am unable to reconcile the 
Signal case with Mobile? 

Although in the Mobile case, the Supreme Court was not passing on our power 
to insert a rate condition in a certificate of public convenience and necessity, the 
opinion seems to say that the right of a natural gas company to set its initial rate 
by contract with the purchaser, is not in any way impaired by the Natural Gas 
Act. This is shown by the following excerpts from the Court’s opinion: 


In construing the Act, we should bear in mind that it evinces no purpose 
to abrogate private rate contracts as such. To the contrary, by requiring 
contracts to be filed with the Commission, the Act expressly recognizes that 
rates to particular customers may be set by individual contracts. * * * 

* * * Recognizing the need these circumstances create for individualized 
arrangements between natural gas companies and distributors, the Natural 
Gas Act permits the relations between the parties to be established initially 
by contract, the protection of the public interest being afforded by supervi- 
sion of the individual contracts, which to that end must be filed with the Com- 
mission and made public. 

* * * These sections are simply parts of a single statutory scheme under 
which all rates are established initially by the natural gas companies, by con- 
tract or otherwise, and all rates are subject to being modified by the Com- 
mission upon a finding that they are unlawful. The Act merely defines the 
review powers of the Commission and imposes such duties on natural gas 


1United Gas Pipe Line Co. v. Mobile Gas Service Corp., et al., 350 U. 8. 332. 
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companies as are necessary to effectuate those powers ; it purports neither to 
grant nor to define the initial rate-setting powers of natural gas companies. 

The powers of the Commission are defined by §§ 4 (e) and 5 (a). The 
basic power of the Commission is that given it by §5 (a) to set aside and 
modify any rate or contract which it determines, after hearing, to be “unjust, 
unreasonable, unduly discriminatory, or preferential.” This is neither a 
“rate-making” nor a “rate-changing” procedure. It is simply the power to 
review rates and contracts made in the first instance by natural gas com- 
panies and, if they are determined to be unlawful, to remedy them. * * * 

* * * In short, the Act provides no “procedure” either for making or chang- 
ing rates; it provides only for notice to the Commission of the rates estab- 
lished by natural gas companies and for review by the Commission of those 
rates. The initial rate-making and rate-changing powers of natural gas 
companies remain undefined and unaffected by the Act. 

* * * The obvious implication is that, except as specifically limited by the 
Act, the rate-making powers of natural gas companies were to be no dif- 
ferent from those they would possess in the absence of the Act: To estab- 
lish ex parte, and change at will, the rates offered to prospective customers ; 
or to fix by contract, and change only by mutual agreement, the rate agreed 
upon with a particular customer. * * * 


There are now three cases pending in Courts of Appeal, which involve the 
problem before us here.” 

The opinions in these cases may clarify this problem, at least to some extent. 
With the hope that such will be the case, I deem it advisable to await those deci- 
sions before expressing extended views on the subject. I must say, however, that 
I agree with all my colleagues that the high initial prices contained in some con- 
tracts are a matter of grave concern to us, and we will use any lawful and prac- 
ticable means available to reduce excessive prices. 

Srueck, Commissioner, concurring: 

While I do not agree entirely with all of the reasoning and all of the verbiage 
contained in the majority opinion, I do concur in principle with the majority 
opinion and I concur in the order sustaining the presiding examiner, who heard 
all of the evidence adduced in this case. 

I agree fully that the findings, opinion and order of this Commission must be 
based upon evidence of record in the case. I agree with the majority and the 
examiner that in contrast to the Signal Oil case, 238 F. 2d 771 (CA3), cert. 
denied, 353 U. S. 923, there is no substantial evidence of record in this case which 
would support this Commission’s finding that public convenience and necessity 
require the certificate herein to be conditioned. 

ConNOLE, Commissioner, dissenting: 

Majority has asserted that this record supports a finding that the public con- 
venience and necessity requires authorization of the service as proposed by 
Applicants. It reaches this conclusion despite the Applicants’ failure to demon- 
strate wherein and how the concept of public convenience and necessity that is 
concerned with price has been satisfied. 

Of vastly greater significance, however, in doing so it has scrapped whatever 
salvageable value remained of the method of guarding against unjustified and 
unnecessary increases in costs of purchased gas through rate conditions in I. P. 
certificates. Insisting that a new sale be shown to be required by the public 


2 Oklahoma Natural Gas Co. v. F. P. 0., C. A. D. C., No. 13,783. Public Service Com- 
mission of State of New York v. F. P. C., C. A. 3, No. 12,401. Long Island Light Co. and 
Public Service Elec. € Gas Co. v. F. P. 0., C. A. 3, No. 12,403. 
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convenience and necessity, not only by reason of a desire on the part of someone 
to buy it, but by affirmative proof that the price is required by the public con- 
venience and necessity as well, is necessary during the awkward transition 
period while industry is finding out how to demonstrate the reasonableness of 
its rates. By discarding it now vast injury will be done. 

Majority misconceives the substance of this proceeding. It states the issue is 
whether there should be inserted in the certificate applied for a condition that 
the initial price be no more than 18¢. Thus it appears that our staff has an 
affirmative burden when, actually, they do not. It concludes that staff has failed 
to prove that the price for the proposed sale should be no higher than 18¢. 
However, the principal issue is not how good a case has staff made for 18¢. 
Rather the issue is how good a case has Applicant made for 19.5¢. By mis- 
conceiving the issue emphasis is misdirected toward an important, but none the 
less ancillary, aspect of this proceeding. 

The importance of the issue decided by majority decision, rather than the 
importance of this particular proceeding, prompts a more generous treatment 
of my position here than the proceeding itself would justify. The issue trans- 
cends the limitations of particular docket binders and has reached a point 
where definite Commission action must be taken promptly in this and other 
proceedings in order to avoid disruption of demand-supply relationships in the 
industry. 

Majority’s position oversimplifies a complex problem. The lawfulness of 
the Commission’s action in imposing price conditions on a certificate of public 
convenience and necessity does not turn on so sharp a point as whether “the 
proposed price will * * * affect the price to be paid by United’s customers 
[cr] result in other pipelines paying higher prices for gas purchased in the 
area.”* Neither is our task over when an examination of rates effective in the 
area discloses that somewhere there is being charged a rate higher than the 
one proposed. And, of course, to restrict the power of the Commission to attach 
price conditions so that it applies only to avoid an inevitable general price 
increase in the area would pretty much emasculate whatever is left of it. The 
Circuit Court of Appeals recognized the broader impact of the problem when it 
reviewed it in Signal Oil and Gas Company v. Federal Power Commission, et al., 
238 F. 2d 771, certiorari denied, 353 U. S. 923. The Court there reviewed all 
the circumstances and concluded that “substantial evidence supports the Com- 
mission’s finding that public convenience and necessity required the certificate to 
be conditioned on a 10¢ rate.” 

The point is that if a price which will affect the customers of one pipeline 
or result in general price increases in the area is good cause to impose a pric- 
ing condition, then certainly potential danger to an entire demand-supply struc- 
ture is better cause. And steadily rising prices, unchecked by economic forces 
and unimpeded by regulatory action, inevitably will cause such damage. This 
is the kind of self-evident axiom that defies demonstration. Perhaps no one 
individual such sale, standing alone, would have that effect. But, as an in- 
distinguishable part of a pricing pattern, each new increase will. Obviously, 
any price higher than the generally prevailing prices in an area will tend to 
raise the prevailing price whether it “pierces the ceiling” or not. This is simple 
arithmetic. The straw that caused the collapse of the proverbial camel was 
hardly distinguishable from the rest after the whole pile tumbled. Certainly 
the total effect on the price structure is no less important to us than the effect 
on one part of it. For these reasons, all new contracts are proper subject for 
regulatory scrutiny. 


1 Majority opinion, p. 417. 
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The danger we are trying to avoid is unnecessary increases in the cost of 
purchased gas while the industry is devising the ultimate method of demon- 
strating justness and reasonableness of existing as well as new rates. New 
contracts are all too often made at extremely high levels, particularly in the 
areas involved in this proceeding. These rates disproportionately increase the 
average price of gas, first, simply because they are high and because they are 
often for such large volumes (e. g., the recent CATCO sale) and secondly, 
because they tend to establish a new base at which to commence negotiations, 
to say nothing of escalation clauses, favored nations clauses and other con- 
tractural terms typical of recent gas purchase contracts. 

But I discuss first the contention that we have no authority to impose a 
condition in this instance because the Staff has a burden to go forward with 
proof on the matter of price since Staff has “injected” it in the proceeding. I 
dissent from such a position. 

Majority finds comfort in the legalism that the burden of going forward 
shifts from one adversary to the other under certain circumstances at law. 
Since there is no one to whom the burden could shift in this case but the Staff, 
I presume this means Staff has the burden of proceeding to rebut Applicants’ 
case. Such a concept is quite in error. There is no burden of proceeding 
which shifts to the Commission or to the Staff in a non-competitive licensing 
proceeding. Neither the Commission nor our Staff are proponents. Wither the 
standards are met or they are not. The Commission has an obligation not to 
decide unless the record is complete, yes. But a “burden” to proceed with af- 
firmative evidence so heavy that failure to make an affirmative case in opposition 
will complete an otherwise deficient case, definitely not! 

Certificate proceedings are merely the means by which Applicants submit 
what they hope will be proof adequate that they have met standards set up 
by the Congress when it enacted the Natural Gas Act. Our job and our Staff’s 
job is to test that proof. And citing authorities controlling adversary actions 
at law or equity do nothing to refute this principle. As a matter of fact, = 
had thought it had been so permanently embedded in the foundation of regu- 
latory law that it would be difficult to find it, much less to disturb it. But dis- 
turbed it has been by this opinion and laid to rest it must be once again. For- 
tunately, however, not much is needed to do so. 

Our Staff has no burden to establish that an applicant has failed to meet a 
requirement of public convenience and necessity, or that a proposed price is 
too high, in the sense that if an applicant makes a prima facie case and Staff 
does nothing, we must grant the application. We still must examine the entire 
record to see whether the case has been made that will satisfy our standards. 

In fact, we may disregard even uncontradicted testimony in the record if we 
see fit, since the facts on which we measure whether Applicant meets the 
statutory standard are “peculiarly within the exclusive province of the Com- 
mission,” Werner Transportation Company v. United States, — F. Supp. —, 
sustaining, among others, 46 M. C. C. 810, issued January 23, 1947. And the 
loss of evidence cannot be used to establish a disputed issue of fact requiring 
proof. Shawmut Transportation Company v. United States, — F. Supp. —, 
sustaining 43 M. C. C. 6. Comparison of Section 207 (a) of the Interstate 
Commerce Act involved in those cases and Section 7 (e) of the Natural Gas 
Act discloses such striking identity of words that the statutory construction 
obviously is comparable. 

The Commission, however, has more than the right to investigate a prima facie 
record to determine whether in its judgment the case on which Applicant relies 
satisfies the statutory standard, regardless whether anyone has questioned it 
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or attempted to rebut it. In addition, we have the duty to do so. Isbrandtsen 
Company v. United States, 96 F. Supp. 883, 892, quoted with approval the views 
of Commissioner Aitchison of the Interstate Commerce Commission on the obli- 


gations of administrative agencies in such circumstances. They are worth 
saying again. 


They are not expected merely to call balls and strikes, or to weigh the 
evidence submitted by the parties and let the scales tip as they will. The 
agency does not do its duty when it merely decides upon a poor or non- 
representative record. As the sole representative of the public, which is a 
third party in these proceedings, the agency owes the duty to investigate all 
the pertinent facts, and to see that they are adduced when the parties have 
not put them in * * *, The agency must always act upon the record made, 
and if that is not sufficient, it should see the record is supplemented before 
it acts. 

It must always preserve the elements of fair play, but it is not fair play for 
it to create an injustice, instead of remedying one, by omitting to inform itself 
and by acting ignorantly when intelligent action is possible * * *.? 


It is pursuant to that responsibility that we have our Staff undertake to develop 
a record. Our Staff has no existence apart from the Commission. They are 
not competing adversaries, pitted against applicants before the critical eyes of the 
Commission. Rather they act as our eyes and ears and fingers, probing and reach- 
ing for the truth. 

Of course we have an obligation not to decide for or against an applicant 
unless we have a complete record. But our obligation to assure a complete record, 
and the use of Staff Counsel and experts for that purpose, must not be confused 
with the obligation of “other parties, who are proponents of some different re- 
sult.”* In this proceeding we are making a record through our Staff on which 
we will decide ourselves. In the quoted instance, a proponent makes one case 
and an adversary party makes a competing case—which a third party will decide. 
And if one party fails, through some procedural technicality or otherwise, the 
other adversary will prevail. 

What does this mean in the case at bar? Applicant here has made an applica- 
tion which discloses, among other things, that it seeks to sell gas at a price of 
19.5¢ per Mcf. At the hearing held for the purpose, among others, of determining 
whether the sale is required by the public convenience and necessity at that price, 
evidence is introduced which discloses the price reasonably to be expected for 
typical new sales in the area is 17¢ per Mcf, in the absence of complicating factors. 
No explanation is offered by Applicant why this particular sale should be higher 
than that level. Under such circumstances, it seems obvious that Applicant has 
failed to sustain the burden of demonstrating why its proposed price of 19.5¢ 
is required by the public convenience and necessity. Under such circumstances, 
how could a second failure by Staff make right out of wrong? 

Majority would complicate this familiar and administratively simple process 
by requiring proof, by our own Staff, that the proposed price will either “affect 
the price to be paid” by the purchasers’ customers or will “result in other pipe- 
lines paying higher prices for gas purchased in the area,” or else “it would seem 
to follow” the proposed price will not affect the public convenience and necessity. 

This error derives from the notion that the issue of price has been “injected” 
into this proceeding “by another party.” There has been no “injection” as of an 
extraneous issue. Price, as a component of public convenience and necessity in 


2Senate Subcommittee Hearings on S. 674, S. 675, S. 918, April 29, 1941, pp. 465-466. 
* Attorney General’s Manual, A. P. A., quoted in majority opinion, p. 420. 
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a certificate case, is always an issue. Usually, the price proposed in an applica- 
tion is at a level where it is clear from the filing and the studies preceding our 
setting it for hearing that there will be no difficulty in establishing whether the 
publie convenience and necessity requires the sale at the proposed price. Other 
applications require a more comprehensive proof, as does the one in issue here. 
In neither instance, however, has the party proposing the service sustained its 
burden of justifying the price simply by making out a prima facie case. That 
case still must withstand scrutiny by the Commission. And that scrutiny will be 
applied regardless whether our Staff or any other party has introduced evidence 
in rebuttal. 

This error of law is the first basis on which I differ from majority. There is 
simply no burden of proceeding imposed on us once the record contains evidence 
what the prevailing price in the area is. The record then contains the standard 
against which we must judge. At that point, as throughout, Applicant must prove 
his case. 

The second basis of dissent is the standards selected by majority to govern 
when a proposed price shall be considered not to be required by the public 
convenience and necessity. I think they are unrealistic, impractical, place an 
undue burden on ourselves and effectively disembowel what is left of the authority 
of the Commission to refuse to permit the commencement of new sales at prices 
not required by the public convenience and necessity. As such I believe the 
standards advanced by majority abuse the discretion vested in us under the Act 
and hence are unlawful. 

Consider why public convenience and necessity is a function of price at all. As 
long as demand continues to increase at the abrupt rate which has characterized 
the postwar expansion of the natural gas industry, it will continue to outstrip 
available, certificated supply by a considerable margin. It is not surprising that 
in such a circumstance we would be confronted with steadily rising prices at 
the source. Figures published by industry sources themselves,‘ for example, 
together with data in our public records, show that between 1951 and 1956, 
the most recent period for which data is available, average wellhead prices in 
cents per MCF rose from 7.3¢ to 11.6¢, an increase of 59% in six years. Until 
the industry and the Commission have solved the problem of making administra- 
tive determinations whether prices are just and reasonable, we have no definitive 
way of measuring whether these increases, startling as they are, are neces- 
sary in the public interest. 

During this difficult period some workable, practical deterrent must be placed 
on the rate of increase to avoid permitting prices to rise by sheer momentum 
to unknown altitudes where they may or may not be able to survive the test 
of reasonableness when it is devised. The fact is we do not have such a test. 
We do have steadily increasing prices. The problem is how to control them. 
The most practical answer so far suggested by anyone is the use of our authority 
to prohibit new sales at prices not demonstrably required in the public interest 
through the imposition of conditions in the certificates authorizing the sales. 
Any other method lacks effectiveness or is too unwieldy. Consider the Section 
5 (a) investigation approach suggested before. 

Investigations under Section 5 (a) of the Act are notoriously prolonged and 
cumbersome to handle. Moreover, they offend a fundamental principle of regu- 
lation in that the Commission must sustain the burden of proving a rate to be 
more than just and reasonable instead of retaining the burden on an applicant. 
As the Commission stated in Re Signal Oil and Gas Co., Opinion 288, 14 FPC 134, 


*Gas Facts, American Gas Association, New York, 1956, p. 29. 
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147, “* * * in order effectively to attack a rate or a charge which has been filed and 
has become effective through operation of law, an unnecessarily difficult and 
complex procedure must be followed to the disadvantage of the public interest.” 

Investigation of proposed sales to determine whether the public convenience 
and necessity requires them at proposed prices has not been tried and found 
difficult, to paraphrase Chesterson. Rather it has been found difficult and not 
tried. 

So far, efforts to perform this duty have been confounded by a variety of 
objections, none of them of any real substance. For example, in Re Continental 
Oil Company, et al., G-11024, et al. (the CATCO case), we were threatened by 
a producer boycott. In Re Southern Natural Gas Company, et al., G—11234, et al., 
we were presented by the charming prospect of unanimous purchaser agreement 
(distributing company purchaser—not ultimate consumer). Nothing more is 
needed than reference to my separate statements in both of these proceedings to 
disclose the error in the contentions made therein. 

Our responsibility is clear. Our jurisdiction to perform it adequately has been 
stated and restated without meeting successful challenge. About the only deter- 
rent seems to be a somewhat natural reluctance to undertake the task of par- 
ticularizing that responsibility in individual cases. By this separate state- 
ment, I do more than dissent from the unrealistic standards majority sets up 
for us. In addition, I show particularly and workably how an effective, reason- 
able and simple set of standards can be had. And I show where it can be made 
on this record. If this suggestion works, the last practical objection should have 
been met. Nothing, in my judgment, will prevent us from discharging the re- 
sponsibility placed upon us by the Act and restated in our own decisions. And, 
as will be shown herein, the method will work. 

The technique is simply to examine the grouping of the contracts in the area 
in order to reach a practical, meaningful, statistically accurate conclusion as to 
the level at which most gas is being sold in the area. Such a level, call it a 
going price, represents a collective judgment of the price at which it is to be 
expected the typical average new sale will be made. And in the absence of proof 
of special circumstances, each new sale must be considered as typical and average. 
No such record of special circumstance having been introduced here, it is fair 
to conclude this is a typical average new sale and presumptively ought to be 
made at such a typical price level. The balance of this statement will show 
how that figure may be reached in this and other proceedings. It is set out in 
some detail because it shows how easily a practical measure can be found if the 
record is at all adequate and secondly to show why I dissent from the majority 
position that there is insufficient evidence on which to conclude at what price 
it has been shown that the public convenience and necessity requires this sale. 

This record contains an exhibit showing a summary of Federal Power Com- 
mission Gas Rate Schedules in specific parishes in Southern Louisiana as of 
September 15, 1957, about two months before the hearing, introduced by Staff 
Counsel. It was taken from contracts filed with this Commission and is reliable 
for our purposes. 

Examination of this Exhibit #3 shows that the range of prices is from less 
than 5¢ per MCF to 22¢ for the entire area covered by the Exhibit. There are 
two concentrations of such prices, from 7¢ to 11¢ per MCF inclusive and 16¢ 
to 19¢ per MCF inclusive. The rate provisions of 118 of the total 218, or 60% of 
all filed contracts, call for rates in the 7¢ to 11¢ range. The rates in 74 con- 
tracts, or a full third, are in the upper range. 

More than 87% of all area contracts bear price provisions of 18¢ or less. This 
fact lends some support to the staff’s recommendation of 18¢ per MCF as the 
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rate supported by the record in this proceeding. But the fact that the inclusion 
of the 50 contracts providing for 17¢ accounts for 188 of the total contracts, or 
over 86% of them, is persuasive that the prevailing price for a typical new sale 
in this area is 17¢ per MCF. This is an area where new sales are being made 
constantly. As such it reflects more accurately than many older fields the cur- 
rent price trends. In fact, out of the 218 contracts in the Exhibit, 107 were 
entered into in 1953 and later. Examination of these recent contracts confirms 
the price of 17¢. Eighty of these 107 newer contracts bear prices of 17¢ per 
MCF and less. 

The fact that prices in the upper concentration range have been exceeded by 
requests for even higher rates, some of which are in effect subject to refund, 
does not cause these rates to be the less desirable for analytical purposes. It 
merely indicates the pressure to exceed these already high levels. It demon- 
strates the need for careful scrutiny of initial prices—not the contrary. More- 
over, it is at least equally significant that even in recent years long term 20-year 
contracts have been made at prices below 17¢. In fact, in 1956 at least one 
20-year contract was entered into at 10¢ per MCF, and in 1954 two contracts 
at 14¢. 

No more persuasive is the existence of 10 contracts providing for 21¢ per MCF. 
While these extremely high rates are an extreme upper-end concentration in the 
total rate distribution shown in Exhibit #3 for the area concerned in this pro- 
ceeding, each of these 10 rates is the subject of a Section 5 (a) investigation, as 
are many of those at lower levels. 

The Vermilion Parish contracts also show price concentrations at 7¢ to 1l¢ 
per MCF, and 16¢ to 19¢ per MCF, the same distribution pattern characterizing 
the rates for the entire area. Nearly 42% of Vermilion Parish contracts are for 
prices of 10¢ or less and all but 7, over 80% of the Parish total, bear prices of 
17¢ or less. Of the 32 contracts entered into in 1953 and later in the Parish 
28 contain prices of 17¢ per MCF and less. Of these 28, 24 are for terms of 
20 years and over. Seventeen cents is the highest price at which to expect a 
typical new sale would be made in this Parish as well as in the area en- 
compassed by Exhibit #3. 

This dissent is sufficient to show how a meaningful, accurate standard against 
which to judge can be found in this record. But, solely to illustrate the data 
available to Applicants and ourselves from public records of which we may take 
administrative notice, consider these facts. 

The number of pipeline company purchases and the volume of gas purchased, 
both reported to the Commission for the year 1956 and on file as public docu- 
ments, showed concentrations of transactions in the seven-eleven and sixteen- 
nineteen cents per MCF ranges for the area covered by Exhibit #3 and for 
Vermilion Parish alone. Ninety per cent of the 482 billion cubic feet of gas 
transferred in 1956 in the area and nearly eighty per cent of the 107 billion 
cubie feet of gas transferred in Vermilion Parish was purchased at average 
prices of 17¢ per MCF and less. These purchase volumes are very large. In fact 
the area figures cover some 5% of the estimated total annual marketed produc- 
tion of the entire United States in the period. 

The use of figures from Commission records is to demonstrate how much data 
is available if it would be used, how uniform are the results of an analysis of 
it and how reasonable is my conclusion that 17¢ is a reasonable and fair level 
at which to expect that typical new sales in the area would be made. Regard- 
less whether the Commission could take administrative notice of its own files, 
however, the data in the record are enough to support the same conclusion. 

The fact that sales have been made in such numbers at this range demon- 
strates conclusively that buyers and sellers have found it a workable pricing 
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area. The effects of such conditions as hydrocarbon content, quantity of gas 
dedicated, excessively costly operations and the like, if any, can be argued on a 
record where they do appear. I suggest that to give effect to them is not im- 
possible. Of course, the usefulness of this type of analysis of rates in a rate 
proceeding, if any at all, remains to be seen. Nothing should be construed here 
as supporting it for this purpose. It is advanced here solely to meet a special 
and urgent need to which it is admirably and perhaps uniquely adapted. Ques- 
tions of alleged confiscation, discrimination and others can be disposed of on 
each record if and when they are raised. It is enough for this record to point 
out, as did the Court in the Signal Oil case, supra, that none of the points just 
referred to were raised on this record. 

If we apply majority’s suggested standards to the facts in this case as 
I have applied mine, an interesting conclusion appears. Recall that these 
standards are: (1), Would the proposed price “affect the price to be paid by 
United’s customers?” (page 419) ; (2), Will it “result in other pipelines paying 
higher prices for gas purchased in the area?” (page 419); (3), Will it “set a 
new high in any area?” (page 424). 

Suppose the proposed price was twice that actually proposed, that is, 39¢ 
instead of 19.5¢. Despite this absurd figure majority’s standards still would 
offer no basis for denying or conditioning the authority sought. Here is why it 
would not. 

First, if we substitute 39¢ and the prevailing price of 17¢ in the calculation 
used by a majority on page 419, the effect on United’s cost of gas would 
still be a de minimis seventy-three hundredths mill per MCF. Secondly, as 
majority points out, the price would “trigger-off” no favored nations clauses 
in United’s contracts because United’s contracts have none, and there is nothing 
in the record whether it would affect any other prices in the area. 

Thirdly, since there would be no specific measurable result on the general 
price structure and since majority have rejected the axiom that high prices, 
per se, inevitably affect the entire demand-supply structure there is no basis 
for questioning the price level even if it sets a new high. 

I conclude, therefore, that under majority‘s standards there would be no 
support in this record for a denial of an application or the issuance of a con- 
ditioned certificate for the sale of gas at 39¢. 

I need say no more, I think to prove the impracticality of majority’s stand- 
ards. The proceeding also verifies any contention that majority’s standards 
would emasculate our entire price conditioning authority, despite the protesta- 
tions to the contrary. 

Contrary to majority contention, the discussion preceding shows that this 
is an excellent proceeding to make our position clear. In the first place this 
is one of the few records in which statistically meaningful evidence and tes- 
timony appears. And, in view of the growing tendency toward abridged hear- 
ings in independent producer certificate proceedings, such records will become 
progressively more scarce. Secondly, the proposed sale would be made in an 
area where large volumes of gas just now are being placed under contract and 
where an increase in prevailing or going prices would be particularly serious. 

Clearly this is no “grab bag” approach. Clearly this record is replete with 
evidence that is entirely sufficient to establish the “reasonable” condition “re- 
quired by the public convenience and necessity” before this gas should be sold. 

On such a record it is not surprising to find excellent evidence of the relation 
of the proposed rate to all others. Nor is it surprising that the price level 
at which a typical and average new sale might be expected to be transacted 
should be easily apparent. I think we are placing an undue burden on our- 
selves and an unlawful responsibility on intervenors to expect that any more 
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clear case should be made, particularly when the Natural Gas Act places the 
burden of proving the public convenience and necessity on the Applicant. 

Majority also asserts that to require an applicant to meet the burden imposed 
upon it by statute of showing the sale at the proposed price to be required 
by the public convenience and necessity would result in undue delay in making 
new Sales available to pipeline markets. This argument is of little substance. 

If the proposed price is within the range of going prices obviously there will 
be no need of any hearing, protracted or otherwise. And proof that it is within 
the going price range easily can be filed with the application and verified from 
the annual reports filed by producers with the Commission. In such a case 
obviously there would be no delay at all. On the other hand, if an applicant 
believes it can support a price higher than the going price in the area, there 
are two alternatives open to it which would enable it to render service promptly. 
Both have been used by us. See the CATCO case, G—11024, et al. It may file 
for and obtain a certificate on a price level within the going range and promptly 
file for an increase in rates upon the issuance of the certificate. The requisite 
contractural agreement of the purchaser to such a procedure should be no more 
difficult whether the certificate has issued or not. As a second alternative, 
applicant could accept temporary authority at a going price and attempt to 
justify a higher price at the subsequent hearing. Only if an applicant seeks 
to obtain a certificate at a price higher than what might be termed the going 
price in the area and only if it refuses to avail itself of the procedures open 
to it for initiating production and sales will any delay ensue at all. But such 
a refusal on the part of the producer obviously would be the producer's fault 
and not the Commission’s. 

Finally, because the issue has been raised in the concurring statement of my 
brother Kuykendall, a word on the applicability of the Mobile case is necessary.® 

There is an inconsistency between Signal and Mobile only if an initial rate 
filing is confused with rate schedules submitted as evidence in a certificate case. 
The Commission has no authority to interfere with initial rates. This conclusion 
is reflected in Section 2.4 of the Commission’s General Rules which includes 
this statement: “(d) An initial rate schedule cannot be suspended.” In other 
words, once a pipe line company has been certificated the Commission may not 
prevent it from commencing business by suspending the rate schedule filed 
by the company. 

In Mobile also the Court was addressing itself to a certificated natural gas 
company. It observed that the Natural Gas Act, “purports neither to grant 
nor to define the initial rate setting powers of natural gas companies” and 
further that “the initial rate-making and rate-changing powers of natural gas 
companies remain undefined and unaffected by the Act.” This means only that 
the initiative for entering into contracts between pipe line companies and sup- 
pliers or between pipeline companies and distributors remains with the natural 
gas company itself. The Court never addressed itself, however, to the authority 
of the Commission to consider the rate structure of the applicant when it was 
seeking authority to operate as a natural gas company and submitted the rate 
schedule as part of its evidence. As we said in Signal, Opinion No. 288, page 15: 
“The term ‘initial rate schedule’ has no legal or substantive significance in 
the frame of reference of this case. The level of rates proposed is an element 
of the application at issue and we have approved neither. Nor is the question 
of suspension of a rate schedule involved.” 

As long as the distinction is kept in mind between a rate schedule submitted 
in evidence to support an application for a certificate on the one hand, and on 
the other, a rate schedule filed by a certificated natural gas company, there is 


5 United Gas Pipe Line Co. v. Mobile Gas Service Corp., et al., 350 U. S. 332. 
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no problem with Mobile and there is no problem with Section 2.4 of our General 
Rules. 

I should imagine that harassed pipeline buyers of gas would welcome the 
security and stability that would follow an administrative statement of how 
the tolerable limits can be estimated within which bargains for new gas pur- 
chases can be made. And ultimate consumers would welcome the new equality 
of bargaining position which the firm position of the Commission would bring 
about. Producers, on the other hand, could proceed to explore and develop in 
given areas with a new sense of security, able intelligently to appraise the risks 
against the probable initial revenues. They could give a predictable value to 
one variable in the delicate risk equation governing producers, a value which 
they do not now enjoy and which, apparently, they so sorely miss. 

The conditions precedent to the use of our conditioning authority imposed 
on itself by the majority are unrealistically restrictive. This is shown by the 
inability to find a single producer certificate application proceeding among 
the hundreds that have been filed with us, even since our conditioning authority 
was unqualifiedly reaffirmed in Signal, in which the public convenience and 
necessity did not require the sale at the proposed price. As important as the 
question is whether this particular sale should be certificated or not, it is over- 
shadowed by the question whether the Commission is setting up impossible 
and unrealistic standards which must be met before our conditioning authority 
may be invoked. Or to phrase it the other way, whether the Commission has 
erected inadequate safeguards to assure that sales of natural gas at proposed 
prices will not be made at prices not required by the public convenience and 
necessity. In my judgment the answer is clearly in the affirmative. 

I dissent from the majority then because the public convenience and necessity 
has not been shown to require this sale at this proposed price. Meanwhile, I 
register this particularly vigorous dissent to the majority’s failure to utilize 
this excellent record to make a constructive, practical contribution to solving 
one of the most baffling administrative and business problems confronting the 
nation. 

If this separate statement does nothing but stimulate alternative solutions, 
of which no doubt there are many, the otherwise sterile purposes of this dissent 
will have been fulfilled. Successful or not in that purpose, however, I have no 
choice in conscience but to make my position known. 


DECISION 
UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued December 20, 1957) 


KELty, Presiding Examiner: These consolidated proceedings involve the appli- 
eations of Seaboard Oil Company, Operator (Seaboard), Docket No. G—11970, 
United Gas Pipe Line Company (United), Docket No. G—12019, and Charles B. 
Wrightsman (Wrightsman), Docket No. G-12055. The applications of Seaboard 
and Wrightsman, who are independent producers, are for certificates of public 
eonvenience and necessity authorizing them to make sales of natural gas to 
United for resale in interstate commerce. United seeks a certificate authorizing 
it to construct and operate facilities necessary to enable it to receive such gas 
from Seaboard and Wrightsman at the point agreed upon and to bring it to its 
existing pipeline. 

There is exhibited to both the Seaboard and Wrightsman applications a copy 
of the gas sales contract entered into by them “individually and collectively” 
with United on January 16, 1957, whereby they agree to sell to United for a 
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term of twenty years all gas produced by them, with certain minor exceptions, 
from reservoirs above a certain depth below the surface of the Maurice Area 
in Vermilion and Lafayette Parishes, Louisiana. Seaboard and Wrightsman are 
co-owners of the leaseholds from which is to be produced the gas covered by 
this contract. Under the terms of the contract the gas is to be delivered to 
United at a mutually agreeable point in the Maurice Area, to which it will be 
brought by facilities of the sellers. 

In its application, United asserts that it is not required under the Natural Gas 
Act (Act) to obtain a certificate from the Commission merely to connect an 
additional source of supply of gas to its system, as its plans here contemplate, 
but that it makes application therefor to avoid unnecessary controversy, the 
Staff of the Commission being of contrary opinion. Wrightsman challenges in 
his application the jurisdiction of the Commission over the sales here involved, 
but nevertheless files application under the Act to avoid the possibility of penal- 
ties. The acts for which authorization of the Commission is here sought in the 
three applications enumerated above are held to be subject to the jurisdiction 
of the Commission under the Act. 

United applies for certificate authority to construct and operate approximately 
5.9 miles of 10-inch pipeline in Vermilion and Lafayette Parishes, Louisiana, 
together with appurtenant facilities including a meter station, for the purpose 
of receiving and transporting to its existing interstate pipeline, the gas now 
covered by the said sales contract. It also seeks. authority to construct and 
operate from time to time in the future such additional facilities to those de- 
scribed above as may become necessary to take additional deliveries of gas from 
the Maurice Area; but this part of United’s application must be denied at this 
time when no such additional facilities are shown specifically to be presently 
required. The facilities and appurtenances proposed for immediate construc- 
tion and operation appear from the evidence to be necessary for the purpose 
stated in the application, and their estimated cost of $259,308 appears to be rea- 
sonably in line with the cost of similar construction in that area. United wiil 
meet this cost from its “current working funds.” The estimated initial re- 
zoverable reserves of natural gas which are dedicated under the terms of the 
sales contract, are shown by expert testimony to be calculated to be 22,955,000 
Mcf at 14.73 psia, and the presence of this amount of gas justifies the proposed 
construction by United at said cost. This testimony aiso shows that increased 
gas deliverability from this area may reasonably be expected with additional 
drilling. 

The contract to purchase natural gas from Seaboard and Wrightsman was 
made by United in keeping with its policy of continually adding to its gas re- 
serves through new purchase contracts, in an effort to meet the ever increasing 
demands of its customers which now amount annually to more than one trillion 
eubie feet. Such a policy of an interstate pipeline company is not only good 
business but it is indeed in keeping with its duty to render service to its cus- 
tomers; and its efforts to carry out this policy are in the public interest. 

There are no intervenors in these consolidated proceedings. The Staff of the 
Commission does not oppose the issyance of the certificates of public convenience 
and necessity applied for by the three applicants here, but it insists that the 
certificates should be conditioned so as to limit the price to be paid for said gas 
by United to an amount less than the contract price. Staff counsel stated at 
the outset of the hearing that “we believe that the singular and primary issue 
in this proceeding is whether the public convenience and necessity require the 
sale of gas at 18% cents per Mcf plus one cent gathering tax or a total of 
191%4 cents per Mcf”; and later in the hearing took the position that the cer- 
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tificates issued here should contain the condition that United should pay no 
more than 18 cents per Mecf for the gas here involved, including gathering tax. 
In its brief, the “Staff’s Position” is stated as follows: 


It is the position of Staff that certificates of public convenience and neces- 
sity should be issued in the instant proceeding but that any certificates so 
issued should be conditioned to provide for the sale and delivery of the gas 
reserves involved at an initial price not greater than 18 cents per Mcf in- 
cluding reimbursement for the 1 cent per Mcf gathering tax. 

There is here, therefore, but one controversy, namely, whether in the issuance 
of the certificates applied for under Section 7 of the Act, there should be inserted 
in them the condition that the initial price to be paid for the gas involved be no 
more than 18 cents, including the gathering tax. Actually, the controversy is 
over a difference of 1.5 cents per Mcf, or a reduction of less than 8 percent in 
the initial contract price of 19.5 cents per Mcef, including gathering tax. The 
applicants do not challenge the power of the Commission to impose a rate condi- 
tion in a certificate issued under Section 7 of the Act; but they strenuously 
contend that there is not shown in this record any justification for such action 
here by the Commission. 

It is assumed for the purposes of the following discussion, without so holding, 
that the ultimate burden of proof never shifts from the applicant to show that 
the issuance of a certificate, applied for because of the provisions of Section 7 (c) 
of the Act, is required by the public convenience and necessity. The Staff has 
conceded that the applicants have carried this burden and shown by evidence 
that the sale of this gas to United is in the public interest; but the Staff con- 
tends that this burden upon the applicants requires that they go further and 
also establish by evidence that it is required by the public convenience and neces- 
sity that the initial contract price of 19.5 cents per Mef, including gathering tax, 
be paid for the gas sold. The only measure or standard provided by the Act to 
be applied in determining whether the payment of a certain rate for gas in a 
jurisdictional sale is required by the public convenience and necessity, is to be 
found in Section 4 (a) thereof. Therefore, if this contention of the Staff has 
merit, each applicant for a certificate to make a jurisdictional sale of gas must 
establish by evidence, adduced as an essential part of his proof-in-chief, that the 
rate to be paid for gas is “just and reasonable” within the sense of Section 4 (a). 
The Act cannot be reasonably construed to sustain this position of the Staff. 

The Commission has the power under Section 7 (e) of the Act “to attach to 
the issuance of the certificate and to the exercise of the rights granted there- 
under such reasonable terms and conditions as the public convenience and neces- 
sity may require.” The Staff has the right to request the Commission to assert 
this power when it believes that the public convenience and necessity require 
the attachment of a reasonable rate condition to the issuance of a certificate 
authorizing a jurisdictional sale. There are no interveners here, but any inter- 
vener would have the same right as the Staff to make such a request of the 
Commission. But until such request is properly presented to the Commission, 
there is no duty or burden upon the applicant in a certificate proceeding to 
introduce evidence, including legally required cost evidence, to show that his 
contract price for the gas is just and reasonable in the rate-making sense. 
When the request is made for a rate condition in a certificate proceeding, the 
requester thus injects a new issue into such proceeding; and he should not be 
permitted to do this by the mere making of a bare request for the exercise by 
the Commission of its said statutory power. Such request should be specific and 
apprise the applicant of the manner and extent to which this power of the 
Commission is requested to be exercised. Also, the requester has, of course, at 
least the burden of proceeding, or going forward, in relation to the issue injected 
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into the proceeding by him, and must introduce evidence which is adequately 
substantial to show that the condition requested to be attached to the certificate 
is reasonable and required by the public convenience and necessity. The deci- 
sion in this proceeding, upon the one issue presented, may be based upon the 
failure of the Staff to present such substantial evidence. 

If a natural gas company seeks an increase in a rate lawfully being collected 
under a rate schedule duly filed with the Commission, it must proceed in the 
manner prescribed in Section 4 of the Act. If a hearing be ordered by the 
Commission to test the lawfulness of such proposed increased rate, such company 
has the burden of proof, specifically imposed by Section 4 (e), to show such 
rate to be just and reasonable within the meaning of Section 4 (a). On the 
other hand, if no change in rate is sought by the natural gas company, but 
the Commission, on its own motion or upon complaint from certain others, 
institutes a proceeding to test the lawfulness of such company’s existing rate, 
under the authority given to it by Section 5 (a), then the burden of proof, or 
at least the burden of proceeding, at a hearing upon such issue, is upon the 
Staff of the Commission or the complainant to show by competent evidence 
that such rate is unlawful.’ In the case of an initial rate for a newly contracted 
sale of gas subject to the Commission’s jurisdiction, as in the instant situation, 
any rate proceeding under the Act to test its lawfulness must likewise be 
instituted under Section 5 (a). Thus, under the Act the natural gas company 
filing such an initial rate has the advantage of the burden of proof, or at least 
the burden of proceeding, being imposed on the one attacking the lawfulness 
of his rate. This burden of proof, or of proceeding, should not be permitted 
to be shifted through the use of the power of the Commission, under Section 
7 (e), to attach a rate condition to a certificate, except where it has been first 
shown by substantial evidence to be truly required by the public convenience 
and necessity within the sense of the Act. 

The brief of the Staff states that one of the issues is: “Whether the instant 
proceeding is a proper one for the exercise of the Commission’s discretion 
through the attachment of a rate condition to any certificates issued herein in 
accordance with the Signal doctrine.”* The Signal doctrine, as expressed in 
Commission Opinion No. 288, would oppose the attachment of a rate condition 
to the certificates here applied for. This opinion recites the fact that those 
there requesting the invocation of the Commission’s power under Section 7 (e), 
had presented substantial evidence to establish that the rate condition which 
they sought to have attached to the certificate, was reasonable and required by 
the public convenience and necessity; and they had thus accepted their burden 
of proof, or of proceeding, which was theirs under the Act, as heretofore ex- 
plained. The Staff has presented evidence in this proceeding, but it must be 
held to be entirely inadequate to establish, or even to make a prima facie 
showing, that the condition which the Staff seeks to have attached to the certifi- 


2 This does not conflict with the assumption made herein that in the ultimate the burden 
of proof is upon the applicant in relation to this and all other issues. 

2 Commission Opinion No. 288, In the Matters of Cities Service Gas Company, et al., 
Docket No. G—2569, et al., 14 F. P. C. 134, 12 PUR 3d 3, states: “Fundamental to the con- 
cept of rate regulation of the natural monopoly is the principle that the burden of 
demonstrating the reasonableness of the rates and charges assessed on and to be collected 
from rate payers should vest primarily in the proponent of the rate. Many organic statutes 
of regulatory commissions hold that this burden never shifts, regardless whether the 
assailed rates are effective or not. Under the Natural Gas Act, however, once a schedule 
of rates and charges has been filed and becomes effective, the burden of going forward 
with the evidence at least is borne by the complainant alleging unjust preference, prejudice 
or discrimination or by the Commission commencing an investigation on its own motion.” 

3 Signal Oil and Gas Company v. Federal Power Commission, et al., 238 F. 2d 771; also 
Commission Opinion No. 288 in the matter shown in note 2 above. 
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cate, is “reasonable” and required by the “public convenience and necessity.” 
It cannot be held that the presentation of evidence which is inadequate in the 
aforesaid sense, shifts the burden of proof, or of proceeding, to the applicant 
in a certificate proceeding to show that a rate condition is not required by the 
public convenience and necessity, or to show that the initial contract price is 
just and reasonable. 

The courts have sustained Commission Opinion No. 288.4 In the sustaining 
court opinion it is specifically found that “substantial evidence supports the 
Commission’s finding that public convenience and necessity required the certifi- 
cate to be conditioned on a 10 cent rate.” The opinion upholds the authority 
of the Commission under Section 7 (e) of the Act to attach a rate condition to 
a certificate authorizing a jurisdictional sale of natural gas by an independent 
producer, but it carefully points out that the action of the Commission there 
was supported by substantial evidence. It describes this evidence as follows: 


The record shows that at the time of the proceedings all other sales in the 
area were at 10 cents or less; the average rate was 9.9 cents. There was 
evidence introduced by the interveners that an increase in price paid by 
one purchaser would increase the market price in the whole area, and if 
Signal received 12 cents, the market price would rise to 12 cents to the 
great expense of the ultimate consumers. 


Unlike the Signal case, there is no substantial evidence in this record to show 
that the public convenience and necessity require that the initial rate here in- 
volved should be reduced by a rate condition in the certificates, rather than in a 
proceeding under Section 5 (a) of the Act where it can be determined in a 
full-scale rate hearing whether the initial rate, provided by contract, is unjustly 
or unreasonably high and should be reduced by order of the Commission. It must 
be kept in mind where a rate condition is sought that Section 7 (e) authorizes 
the attachment to the issuance of certificates only “such reasonable terms and 
conditions as the public convenience and necessity may require”; and a rate 
condition in a certificate should be found to be so required only in the presence 
in the record of truly substantial evidence of such requirement. 

A Supervising General Engineer of the Commission’s Bureau of Rates and 
Gas Certificates appeared as a witness for the Staff. He prepared and presented 
Exhibit 3 in this record which is the only exhibit offered by the Staff. In the 
Staff brief it is claimed that this exhibit “is a proper criterion by which to judge 
whether the present or future public convenience and necessity require the sale 
of the instant reserves at the initial price proposed.” Exhibit 3 contains data 
taken from FPC Gas Rate Schedules which fix rates for the sale of gas pro- 
duced in Southern Louisiana in the Parishes of Acadia, Cameron, Iberia, La- 
fayette, Jefferson Davis, Saint Landry, Saint Martin and Vermilion. The gas 
here involved is produced in Lafayette and Vermilion Parishes. In the prepara- 
tion of Exhibit 3, no rate schedules were considered except those covering sales 
in the above area of eight parishes which have been authorized to be made by 
certificates or temporary authorizations issued by the Commission in proceed- 
ings before it under Section 7 (c) of the Act. This exhibit establishes merely 
that the Commission has, in but relatively few cases, issued certificates for, or 
temporary authorizations of, sales of gas produced in said Louisiana area where 
the filed rate is as high as the rate here involved of 19.5 cents. 

However, there is evidence in the record to show that there is a number of 
instances of contracts, executed in the quite recent years and filed with the 
Commission as rate schedules (not included in Exhibit 3 because the sales there 


4 Signal case shown in note 3 above. 
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under have not thus far been certificated by the Commission), which provide 
for prices for gas produced in this Louisiana area, which are in excess of 18 
cents, or even 19.5 cents, several being in excess of 22 cents and one in excess 
of 23 cents, including tax. These higher prices include those for gas produced 
offshore from the Louisiana area covered by Exhibit 3, which were considered 
by the Commission in the so-called “Catco” proceedings.’ It is not even con- 
tended that the compilation of rates in the Staff’s Exhibit 3 may be used to 
determine what is the current going price for gas in this area. 

The Staff argues in its brief for the attachment of a rate condition to the 
certificates here sought largely because of the following reasons: 


The rate of 19.5 is “questionable” because it may be “subject to a 5 (a) 
investigation.” 

The rate is in “a class whose status, as far as price is concerned, carries a 
high degree of uncertainty.” 

“In the eyes of the Commission’s staff, these prices are suspect and cannot 
be considered to be representative for the comparative purposes at hand.” 
“All prices in excess of 18 cents” are not “representative.” 


Certainly, no rate condition should attach merely because a contract price for 
gas is “questionable”, “carries a high degree of uncertainty”, is “suspect”, and 
is not “representative”, in the opinion of the Staff. Granting that the price of 
19.5 cents per Mef is all of these things in the mind of the Staff, there would 
only be present a situation in which the Staff should recommend an investiga- 
tion of the rate under Section 5 (a) of the Act. Such a situation indeed does 
not require a rate condition here in the name of the “public convenience and 
necessity.” 

The Staff brief admits that “the instant contract may be found to be the 
result of arm’s-length bargaining between the parties and that the proposed 
initial price of 19.5 cents per Mcf including tax represents the least or lowest 
price at which United could obtain the instant reserves under all of the circum- 
stances.” In view of this concession by the Staff, there is no need of discussing 
here the evidence adduced by the applicants concerning the negotiations leading 
to the execution of the sales contract, other than to state that it shows con- 
siderable effort by the sellers to obtain from United or the other interested pipe- 
line companies a price higher than the 19.5 cents. A higher offer for the gas 
was actually received by the sellers here, but it was not for immediate sale and 
delivery of the gas and the offer was rejected. 

In discussing the issues here, the Staff brief states that “the evidence of 
record shows that a basic need, demand and market for the instant gas reserves 
exists as between United and the two producers as well as between United 
and its customers.” It further states that “absent any question as to the high- 
ness of the initial price at which the gas is proposed to be sold and delivered, 
it is further submitted that the evidence of record in the instant proceeding 
amply supports the findings necessary to the issuance of certificates of public 
convenience and necessity authorizing the construction and operation by United 
of the specific facilities hereinbefore described and the sale and delivery of 
natural gas from the Maurice Area by Seaboard and Wrightsman ‘to United 
for resale.”* Using the Staff’s kettle, the issues are boiled down to one, namely, 


SIn the Matters of Continental Oil Company, et al., Docket No. G—11024, et al., final 
order issued June 24, 1957, 17 F. P. C. 880. 

*The Staff opposes that part of United’s application which seeks authority at this time 
to construct and operate such additional facilities as may be needed by it in the Maurice 
Area from time to time in the future. 
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whether a rate condition should attach to the certificates solely because of tne 
“highness of the initial price” of the gas, in the sense hereinbefore discussed. 

There is no reason offered by the Staff for the certificates here to be condi- 
tioned on a rate of 18 cents, other than that the initial rate of 19.5 cents is 
too high; and the only record basis for this conclusion by the Staff is a com- 
parison of this initial rate with those shown in Exhibit 3, hereinbefore discussed. 
This presents a question purely of rate level and nothing else. Any pure ques- 
tion of rate level should be decided under the provisions of Sections 4 and 5 
of the Act. There is no evidence in this record upon which to base a decision 
that the rate of 19.5 cents is unlawful within the meaning of the provisions 
of either of these two sections of the Act. It has not been shown to be unjustly 
or unreasonably high or excessive in any rate-making sense. Furthermore, it 
has been hereinbefore pointed out that the Staff brief concedes that the evidence 
shows “that the proposed initial price of 19.5 cents per Mcf including tax 
represents the least or lowest price at which United could obtain the instant 
reserves under all of the circumstances.” And there is certainly no reason 
shown in this record for finding that the reduction of this initial contract price 
to 18 cents by a rate condition, rather than in a Section 5 (a) proceeding, is 
required by the public convenience and necessity. 

A clear legal picture is here presented. Independent producers have entered 
into a written contract by the terms of which they agree to sell their gas to an 
interstate pipeline company for resale in interstate commerce; and from the 
beginning of the execution of their contract, after the acceptance of their 
certificates, they will be natural gas companies subject to the jurisdiction of 
the Commission. Their applications for certificates from the Commission under 
Section 7 (c) of the Act, for authority to make such sales, impose no legal 
obligation upon them to accept certificates containing conditions objectionable 
to them. This is true particularly of a condition which would vary the terms 
of their contract as to price. United could thus be deprived of this additional 
source of supply, the acquisition of which is conceded to be in the public 
interest. On the other hand, if the certificates applied for by these independent 
producers are granted without condition, the applicants would be obligated 
contractually to accept them. After such acceptance of their certificates, the 
applicants may not legally abandon their agreed sales of gas without permission 
of the Commission granted under Section 7 (b), and United would have a sub- 
stantial additional supply of gas for its customers. However, at any time there- 
after a proceeding under Section 5 (a) might be instituted by the Commission 
to determine whether the then effective rate is unlawfully high. A valid decision 
in such a proceeding might then make effective a lower rate than the one now 
proposed, and these independent producers would then be required to sell 
the gas here involved at the lower rate. It appears to be most advisable that 
the certificates authorizing these sales be issued without condition in these 
consolidated proceedings, in which there exists solely a pure question of rate 
level and there is no real requirement by the public convenience and necessity 
that the Commission act under Section 7 (e) rather than institute a true rate 
hearing under Section 5 (a) of the Act, if the rate of 19.5 cents per Mef is 
deemed by the Staff to be unjustly and unreasonably high. 

The Commission has heretofore held* that where, as here, the rate involved 
is not shown to be “necessarily excessive”, it may be that “the precise charge 
that is made initially is less important than the assurance of this great supply 
of gas’, and that under such circumstances a “certificate proceeding under 
Section 7 of the Natural Gas Act should not assume the character of a rate 


7 Commission order of June 24, 1957 in the Matters of Continental Oil Company, et al., 
Docket No. G—11024, et al. 
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proceeding under Section 5 (a).” Of course, the facts here are not identical 
with those of the Catco cases. There is no “great supply of gas’ here as there 
was there, and there may not be as great need by United for the instant supply 
of gas as the buyer there had for the available supply. Nevertheless, the same 
principle is involved and no rate condition should attach in any certificate pro- 
ceeding where there is no showing in the record that the public convenience 
and necessity require that such proceeding should “assume the character of a 
rate proceeding under Section 5 (a).” ‘ 

It is specifically found that the three applicants in these consolidated proceed- 
ings are able and willing properly to do the acts and to perform the services pro- 
posed by them and to conform to the provisions of the Act and the requirements, 
rules, and regulations of the Commission thereunder, and that the issuance of the 
certificates hereinafter ordered is required by the public convenience and neces- 
sity. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion as provided in the Commission’s Rules of Practice and 
Procedure, that: 

(A) A certificate of public convenience and necessity be, and the same is 
hereby, issued authorizing United to construct and operate the facilities here- 
inbefore described, subject to the jurisdiction of the Commission, all as more 
fully described in the application, for the transportation of natural gas as therein 
set forth, upon the terms and conditions of this order. 

(B) That part of United’s application which seeks a certificate of public con- 
venience and necessity authorizing it tc construct and operate in the future such 
“other facilities required from time to time to connect, or to take additional 
deliveries from, wells in said Area” is hereby denied. 

(C) Certificates of public convenience and necessity be, and the same are 
hereby, issued to Seaboard and Wrightsman authorizing the sale by them of 
natural gas in interstate commerce to United as set forth in their applications 
and in the record of these proceedings, together with the operation of the facili- 
ties used in making such sales which are subject to the jurisdiction of the Com- 
mission. 

(D) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath by applicants within 30 days 
from the issuance of this order; and all of the facilities authorized in para- 
graphs (A) and (C) hereof shall be constructed and placed in actual operation 
on or before May 1, 1958. 

(E) The certificate issued to each of the applicants is not transferable and 
shall be effective only so long as each of said applicants continues the acts or 
operations hereby authorized in accordance with the provisions of the Act, and 
the applicable rules, regulations and orders of the Commission. 

(F) The grant of the certificates herein shall not be construed as a waiver 
of the requirements of Section 4 of the Act, or of Section 154 of the Commis- 
sion’s Rules and Regulations thereunder requiring the filing of rate schedules 
for the service herein authorized, and is without prejudice to any findings or 
orders which have been or may hereafter be made by the Commission in any 
proceeding now pending or hereafter instituted against the applicants. Further, 
the action taken in this proceeding shall not foreclose nor prejudice any future 
proceedings or objection relating to the operation of any price or related pro- 
vision in the gas purchase contracts herein involved. 

DANIEL J. KELLY, 
Presiding Hraminer. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 















































IDAHO POWER COMPANY, DOCKET NO. E-6802 


SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS AND 
SINKING FUND DEBENTURES 


(Issued April 1, 1958) 


By order issued March 21, 1958, 19 F. P. C. 354, in the above-entitled matter, 
the Commission authorized Idaho Power Company (Applicant) to issue and sell 
at competitive bidding $10,000,000, principal amount of First Mortgage Bonds, 
Series due 1988, and $10,000,000, principal amount of Sinking Fund Debentures, 
Series due 1983, subject, among others, to the provisions as set forth in Paragraph 
(B) of that order as follows: 

(B) The proposed issuances and sales of Bonds and Debentures at com- 
petitive bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the 
Federal Power Act relating to compliance with competitive bidding require- 
ments, and Section 34.2 (k) (4) of those Regulations relating to affiliation, 
and shall have either filed such amendments or shall have mailed them and 
advised the Commission by telephone and telegraph, as contemplated in 
Section 34.9 of the Regulations. 

(ii) The Commission, by a further order, shall have approved (1) the 
interest rate and price to be received by the Applicant for the Bonds; 
and (2) the interest rate and the price to be received by Applicant for the 
Debentures. 

Applicant, on April 1, 1958, filed an amendment, pursuant to the requirements 
of the aforementioned Commission order, setting forth, among other things, that 
it proposes to accept, as providing the lowest annual cost of money to it, (1) the 
bid of Blyth & Co., Inc., Lazard Freres & Co., and The First Boston Corporation 
to purchase the proposed issuance of $10,000,000, principal amount of Bonds, 
for the price of 99.38399% of principal amount, with an interest rate of 4% per 
annum; and (2) the bid of Blyth & Co., Inc., Lazard Freres & Co., and the First 
Boston Corporation to purchase the proposed issuance of $10,000,000, principal 
amount of Debentures, for the price of 100.3599% of principal amount, with an 
interest rate of 414% per annum. 





The Commission finds: 





(1) Applicant has satisfactorily complied with the requirements of Paragraph 
(B) of the Commission’s order issued March 21, 1958, in the above-entitled mat- 
ter; and under the respective bids it proposes to accept for each issuance, Bonds 
and Debentures, the price to be received by Applicant therefor and the interest 
rate thereof are reasonable. 

(2) The proposed issuances and sales of Bonds and Debentures, as hereinafter 
authorized, will be for a lawful object, within the corporate purposes of Applicant 
and compatible with the public interest, which is appropriate for and consistent 
with the proper performance of service by Applicant as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 
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The Commission orders: 


(A) The price to be received by Applicant for each of the proposed issuances, 
Bonds and Debentures, and the interest rate thereof under the respective bids 
referred to above are approved as reasonable. 

(B) The proposed issuances and sales of Bonds and Debentures referred to 
above, upon the terms and conditions, and for the purposes specified in the appli- 
cation, as supplemented by the amendment referred to above, are authorized, 
subject only to the provisions of Paragraphs (A), (C), (D) and (E) of the Com- 
mission’s order issued March 21, 1958, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


ALABAMA POWER COMPANY, PROJECT NO. 2146 
ORDER AMENDING LICENSE (MAJOR) 


(Issued April 1, 1958) 


Application was filed January 22, 1958 by Alabama Power Company, licensee 
for major Project No. 2146, to amend its license, as modified by our order issued 
October 29, 1957, 18 F. P. C. 565, for the project by changing the construction 
schedule specified in Article 33 therein for the five hydroelectric developments 
comprising the complete project. 

Article 33 of the license requires that construction of the five developments be 
commenced and completed within fixed periods of time from the effective date of 
the license, namely ; August 1, 1957. 

The licensee seeks to tie the construction schedule to September 4, 1957, the 
date of issuance of the license, and in support thereof points out that the re- 
quested change will be more in conformity with the requirements of Section 12 
of Public Law 436 (68 Stat. 302), the Congressional Act under which development 
of the Coosa River, Alabama and Georgia, for the development of electric power 
was permitted in accordance with the conditions of a license issued pursuant to 
the Federal Power Act and in accordance with the requirements of said Public 
Law 436. 

Section 12 of Public Law 436 provides, among other things, that construction 
of one dam be commenced within one year from the date of issuance of the 
license and be completed within five years from the date of issuance of the 
license and that the remaining dams be completed within ten years from the 
date of the commencement of construction of the first dam. 

The effect of the requested amendment will permit the licensee as much as one 
year additional time to complete each of the four other hydroelectric develop- 
ments comprising the complete project. 


The Commission finds: 


It will not be inconsistent with the public interest to amend the license for 
Project No. 2146 as requested by the licensee as hereinafter provided. 


The Commission orders: 


(A) The license for Project No. 2146, as modified October 29, 1957, is amended, 
by revising Article 33 thereof to read as follows: 

Article 38. Subject to the provisions of Section 13 of the Act and Sections 8 
and 12 of the Public Law 436, the Licensee shall commence construction of each 





446 FEDERAL POWER COMMISSION 


of the following developments, shall thereafter in good faith and with due dili- 
gence prosecute the construction, and shall complete each development, not later 
than the following respective dates: 


Development Commence construction Complete Construction with Initial Installa- 
tion Specified in Finding (2) of this License 


J eiss Within 1 year from Sept. 4, 1957._..| Within 5 years from Sept. 4, 1957. 
kale ei scineimatial Within 3 years from Sept. 4, 1957_..| Within 7 years from the date of the commence- 


ment of construction of Weiss Dam. 

WO icibciicnexceus Within 5 years from Sept. 4, 1957...| Within 8 years from the date of the commence- 
ment of construction of Weiss Dam. 

Wetumpka Within 6 years from Sept. 4, 1957___| Within 9 years from the date of the commence- 
ment of construction of Weiss Dam. 

Within 7 years from Sept. 4, 1957...| Within 10 years from the date of the commence- 
ment of construction of Weiss Dam. 


(B) This amendment shall not operate to alter or amend the license for 
Project No. 2146 in any other respect and shall not in any way constitute a waiver 
of any other fact, provision, or condition of the license as heretofore modified. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the Act, 
and failure to file such an application shall constitute acceptance of this amend- 
ment of license. In acknowledgment of the acceptance of this amendment of 
license, this instrument shall be signed for the licensee and returned to the Com- 
mission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


HUNT OIL COMPANY, DOCKET NOS. G-14229 AND G-14408 
FINDINGS AND ORDER DENYING APPLICATION FOR RECONSIDERATION 
(Issued April 2, 1958) 


On March 7, 1958, Hunt Oil Company (Hunt) filed in Docket Nos. G—14229 
and G-14408 an Application for Rehearing and Reconsideration of the Com- 
mission’s letter order in Docket No. G-14229, issued February 6, 1958, and of the 
Commission’s Order For Hearing And Suspending Proposed Change in Rate in 
Docket No. G—14408, issued February 7, 1958. 

The Commission’s letter order issued February 6, 1958, rejected Hunt’s appli- 
cation filed in Docket No. G—14229 on January 10, 1958, for a certificate of public 
convenience and necessity covering sales of natural gas from certain acreage in 
the Gwinville Field, Jefferson Davis and Simpson Counties, Mississippi, to South- 
ern Natural Gas Company (Southern). The rejection of this application was 
based upon the fact, as set forth in the letter order of February 6, 1958, that a 
certificate issued to Hunt on February 7, 1956, in Docket No. G-4366, applicable 
to the gas sales from the same gas producing acreage in Gwinville Field to the 
same buyer, Southern, is still in force and that no further authorization for such 
sales is required.” 

Concurrently with the filing of its certificate application in Docket No. G—14229, 
Hunt tendered for filing as a related rate schedule a certain contract dated 


1 Hunt has neither sought nor obtained permission and approval of the Commission 
pursuant to Section 7 (b) of the Natural Gas Act to abandon the service which it was 
authorized to render by the certificate of public convenience and necessity issued in 
Docket No. G—4366. 
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December 23, 1957, and a supplement thereto, between Hunt and Southern, said 
contract being offered as covering a new sale of natural gas to Southern in the 
Gwinville Field, or, in the alternative, as a notice of change in Hunt’s then effec- 
tive FPC Gas Rate Schedule No. 6, which the Commission had accepted as the 
rate schedule covering the sale authorized to Hunt in Docket No. G-4366. This 
tendered rate filing was treated as a change in Hunt’s FPC Gas Rate Schedule 
No. 6, was given the designation Hunt’s FPC Gas Rate Schedule No. 37 (now 
including Supplements Nos. 1 and 2 thereto), Docket No. G—14408, and the afore- 
said Order for Hearing and Suspending Proposed Change in Rate was issued 
on February 7, 1958. The presently effective rate under Hunt’s FPC Gas Rate 
Schedule No. 6, as supplemented, is 7.3647 cents per Mcf. The new filing, Docket 
No. G-—14408, proposes to increase said presently effective rate to 20.0 cents per 
Mcf.? 

As rec:.ed in the Commission’s order issued February 7, 1958, in Docket No. 
G—14408, Hunt makes no claim that the new contract covers any different acreage 
or other producing horizon than that covered by the existing certificate issued in 
Docket No. G—4366 and by the aforesaid Gas Rate Schedule No. 6, as supple- 
mented. The term of the original contract dated June 30, 1948, Hunt’s FPC 
Gas Rate Schedule No. 6, was for ten years from the date of initial deliveries 
thereunder. Hunt’s Application for Reconsideration filed March 7, 1958, states: 
“A few months prior to the date when the contract was to expire under its own 
terms, the parties entered into negotiations for a new contract, and these negotia- 
tions resulted in the new contract dated December 23, 1957, and letter agreement 
of even date therewith.” Hunt asserts that the original contract of June 30, 
1948, “was terminated by the agreement of the parties.” 

Any contention that the existing contract and rate have been terminated is of 
no significance in the face of the Commission’s action suspending and setting 
for hearing the proposed new rate. The existing rate must continue in effect at 
least until July 10, 1958, by the terms of the suspension order of February 7, 
1958, in Docket No. G—14408. 

Hunt’s application filed on January 10, 1958, in Docket No. G—14229, bore the 
alternative title “Notice of Change in FPC Gas Rate Schedule No. 6” and is in 
itself recognition of the requirements of Sections 4 (d) and 4 (e) of the Natural 
Gas Act, and of the fact that the new contract is a change in an existing rate 
and hence subject to suspension by the Commission. The facts thus recognized 
preclude acceptance of the contrary contentions of the Application for Recon- 
sideration upon the ground that there is here involved a new and separate sale 
and service. The present application and tendered rate filing seek authoriza- 
tion and approval of gas service which has already been authorized and approved 
by the Commission, the only factual difference being the proposed increased rate 
of 20 cents per Mcf as opposed to the rate of 7.3647 cents per Mcf contained in the 
rate schedule originally accepted for filing, as supplemented. 

Likewise, Hunt’s claim that the Commission’s rejection of the purported 
certificate application in Docket No. G—14229 was unlawful because Hunt was 
not afforded a hearing thereon assumes that the application was required and 
necessary. It is obvious that an application is not necessary for a certificate 
which would duplicate a certificate already legally existing for a service which 
is continuing without interruption. To accept such a duplicative application and 
hold a hearing thereon would be an empty gesture. 


2 Both the rates, 7.3647 cents and 20.0 cents, are at a pressure base of 15.025 psia. The 
rate as presently indicated in Rate Schedule No. 6 is 8.1857 cents per Mcf at a pressure 
base of 16.7 psia. 
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The Commission finds: 


The alleged assignments of error and the grounds advanced by Hunt for re- 
consideration of the Commission’s rejection on February 6, 1958, of the applica- 
tion for a certificate of public convenience and necessity filed on January 10, 
1958, in Docket No. G—14229, as above described, and for reconsideration of the 
order issued on February 7, 1958, in Docket No. G—14408, as above described, 
set forth no facts or principles of law which either were not fully considered 
previously by the Commission or which having been now considered warrant 
either the modification or the vacation of either the rejection or the suspension 
aforesaid. 


The Commission orders: 


The application for rehearing and reconsideration filed in Docket Nos. G—14229 
and G—14408 by Hunt Oil Company hereby is denied. 
Commissioner Digby dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PACIFIC GAS AND ELECTRIC COMPANY, PROJECT NO. 137 


ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL PROJECT COST, ACCRUED DEPRECIA- 
TION AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued April 2, 1958) 


Pacific Gas and Blectric Company, Licensee for Project No. 187* on February 
26, 1951, filed a statement pursuant to Sections 4.1 and 4.20 of the Commission’s 
Regulations under the Federal Power Act claiming an actual legitimate original 
cost of the project (West Point and Electra developments) in the aggregate 
amount of $24,922,441.79 as of June 30, 1950 (West Point $5,154,884.41; Electra 
$19,043,477.64 ; Common $724,079.74). Included therein are claimed costs total- 
ing $1,246,551.82 (West Point $2,932.00; Electra $519,539.58; Common $724,- 
079.74), associated with certain plant which was constructed prior to June 26, 
1947, and utilized in the two developments. 

On March 15, 1957, Licensee filed a statement of applicable reserve for 
accrued depreciation associated with that existing or constructed plant in the 
amount of $408,804.00 (West Point $1,418.00; Electra $185,202.00; Common 
$222,184.00) as of June 26, 1947. 

The Commission’s staff made an examination of the books and records of the 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed amounts. Following that study, an agreement, subject to Commission 
approval, was reached by the staff and representatives of the Licensee with 
respect to: (1) certain proposed adjustments consisting of the reclassifica- 


1The project, located on the Mokelumne River and tributaries thereof in Amador, 
Calaveras, and Alpine Counties, California, and affecting public lands and lands of the 
United States within the Eldorado and Stanislaus National Forests, is comprised of 
a number of developments or plants constructed at various times subsequent to November 
24, 1925, the date of the license for the project which by its terms is effective for a period 
of 50 years thereafter. Two of those developments are of concern herein. They are 
the recently completed West Point and Electra plants, authorized by amendment Nos. 6 
and 8 to the license, effective June 26, 1947; and comprised, in part, of certain facilities 
constructed prior to June 26, 1947, and covered by license (Licensed Project No. 525, 
Minor Part), and other not previously licensed. Licensee placed the West Point plant 
in commercial operation on January 1, 1949, and the Electra Plant on August 1, 1948. 
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tion within project plant accounts of a number of items totaling $775,898.25 
(West Point $170,198.22; Electra $605,700.03) ; and eliminating the aggregate 
amount of $262,978.76 (West Point $95,953.86; Electra $144,365.42; Common 
$22,659.48) from claimed project costs; and (2) the accounting for the proposed 
adjustments and the amounts of recorded costs proposed to be eliminated. None 
of the proposed adjustments relate to the amount of the reserve for accrued 
depreciation claimed to be applicable to the two developments as of June 26, 1947. 

The proposed eliminations from the claimed project costs are comprised of the 
following items: 


West Point: 
Adjustment of land and land rights: Nonproject and miscella- 
neous corrections 
Items improperly capitalized: Operating expenses ($74,- 
491.34) ; power used in construction ($593.73) ; ad valorem 
taxes ($6,390.77) ; 1% carrying charge ($31.30); Interest 
during construction ($15,710.86) (97, 218. 00) 
Miscellaneous adjustments consisting principally of delayed 
credit for materials, supplies and equipment. (2, 198. 00) 
Indirect and overhead construction costs 3, 366. 71 


Total eliminations from West Point (95, 953. 86) 


BDlectra: 
Adjustment of land and land rights: Nonproject and miscella- 
neous corrections 
Items improperly capitalized: Operating expenses 
662.54) ; settlement for damages ($750.00) ; power used in 
construction ($8,952.83); ad valorem taxes ($34,581.39) ; 
general engineering ($791.80); administrative expense 
($1,182.57) ; 1% carrying charge ($3,901.47) ; Interest dur- 
ing construction ($49,999.44) (112, 772. 04) 
Miscellaneous adjustments : Recorded costs used in lieu of esti- 
mate ($174.51); duplicate charge for tools ($3,459.29) ; 
delayed credits for materials, supplies and equipment 
($19,285.44) (22, 919. 24) 
Indirect and overhead construction costs (9, 302. 62) 


Total eliminations from Electra (144, 365. 42) 


Common: 

Adjustment of land and land rights: Nonproject and miscella- 

DES. COG ixdndcieanvtkeininnsenenanneipiead (17, 650. 65) 
Items improperly capitalized: General engineering ($1,- 

326.02) ; administrative expense ($1,947.31); 1% carrying 

charge ($1,236.18) ; Interest during construction ($209.10)_- (4, 718. 61) 
Miscellaneous adjustments: Recorded costs used in lieu of 

estimate (100. 51) 
Indirect and overhead construction costs (189. 71) 


Total eliminations from Common (22, 659. 48) 


Total eliminations from claimed cost (262, 978. 76) 
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Of the total eliminations of $262,978.76, a net amount of $21,649.90 represents 
claimed costs not recorded on Licensee’s books and for which no book adjustment 
is required, leaving a net balance of $241,328.86 to be eliminated from the project 
plant accounts. The proposed disposition of the amounts recommended for elim- 
ination from the recorded project cost is shown below, together with the reclas- 
sification between plants of the amount of $10,174.08, applicable to the West 
Point plant but erroneously recorded in the plant accounts of the Electra plant: 


West Point: Credit Debit 
100.1 Blectric plant in service-project-Electra $10, 174. 08 
100.1 Electric plant in service-nonproject 
100.3 Construction work in progress-project-West 

2, 294. 24 
110 Other physical property 1, 446. 00 
250.1 Reserve for depreciation of electric plant- 
nonproject 3, 946. 78 
271 ‘Earned surplus 
100.1 Electric plant in service-project-west 
102, 260. 90 
Hlectra : 
100.1 Electric plant in service-project-West Point 10,174.08 
100.3 Construction work in _ progress - project- 
Electra 34, 523. 34 
110 Other physical property 254. 50 
250.1 Reserve for depreciation of electric plant- 
nonproject 5, 757. 93 
256 Injuries and damages reserve 750. 00 
en Warmed (WRrURe ti ise ct 75, 122. 71 
100.1 Electric plant in service-project-Electra 116, 408. 48 
Common: 
110 Other physical property 17, 650. 65 
250 Reserve for depreciation of electric plant- 
nonproject 3, 613. 78 
271 Earned surplus 1, 395. 05 
100.1 Electric plant in service-project-Common 22, 659. 48 


251, 502.94 251, 502. 94 


After giving effect to those adjustments, the Commission’s staff recommends 
and Licensee’s representatives concur that the Commission determine: (1) the 
actual legitimate original cost of the two developments as of June 26, 1947, to 
be $1,215,456.838 (West Point $2,829.73; Electra $515,672.07; Common 
$696,955.03), as more specifically shown by primary plant accounts in the 
attached Schedule A; (2) the accrued depreciation reserve applicable to the 
two developments as of June 26, 1947, to be $408,804.00 (West Point $1,418.00; 
Electra $185,202.00; Common $222,184.00), as more specifically shown in the 
attached Schedule A; (3) the net investment of the Licensee in the two devel- 
opments as of June 26, 1947, to be $806,652.83 (West Point $1,411.73; Electra 
$330,470.07 ; Common $474,771.03) ; and (4) the actual legitimate original cost of 
the two developments as of June 30, 1950, to be $24,659,463.03* (West Point 


Includes $1,215,456.83 as of June 26, 1947. 
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$5,058,930.55 ; Electra $18,899,112.22; Common $701,420.26), as more specifically 
shown by primary plant accounts in the attached Schedule B. 

On March 15, 1957, Licensee filed revised statements of cost reflecting the 
proposed adjustments, accounting dispositions, and resulting project costs, 
accrued depreciation, and net investment as proposed for allowance by the staff. 

The Public Utilities Commission of California was advised by letter of this 
Commission dated June 28, 1957, of the proposed adjustments, accounting dis- 
positions, and resulting project costs, accrued depreciation, and net investment. 
By letter dated December 11, 1957, that Commission indicated no objection to 
the foregoing. 


The Commission finds: 


(1) The Licensee by its tentative agreement and the revised statements which 
it filed and the Public Utilities Commission of California by its letter dated 
December 11, 1957, have obviated the necessity for the notice and opportunity to 
protest provided by Sections 4.4, 4.5, 4.22, and 4.23 of the Commission’s Regu- 
lations under the Federal Power Act. 

(2) The foregoing adjustments and accounting dispositions are reasonable 
and proper for the purposes of the Federal Power Act. 

(3) As of June 26, 1947, the actual legitimate original cost of the project 
is $1,215,456.83 (West Point $2,829.73; Electra $515,672.07 ; Common $696,955.03 ) 
classified by primary plant accounts as shown in the attached Schedule A; the 
applicable reserve for accrued depreciation for the project as of that date is 
$408,804.00 (West Point $1,418.00; Electra $185,202.00; Common $222,184.00), 
classified by functions as shown in the attached Schedule A, and the resulting 
net investment of the Licensee in the project as of that date of $806,652.83 (West 


Point $1,411.73; Electra $330,470.07; Common $474,771.03). The actual legiti- 
mate original cost of the project as of June 30, 1950, is $24,659,463.03 (West Point 
$5,058,930.55; Electra $18,899,112.22; Common $701.420.26), classified by pri- 
mary plant accounts as shown in the attached Schedule B. 


The Commission orders: 


(A) The provisions of Sections 4.4, 4.5, 4.22, and 4.23 of the Commission’s 
Regulations under the Federal Power Act are hereby waived for the purposes 
of this order. 

(B) The adjustments and accounting dispositions proposed by the staff and 
agreed to by the Licensee are hereby approved and directed to be made by 
Licensee. 

(C) Licensee to the extent that it has not already done so shall (a) estab- 
lish and maintain control and detailed plant accounts for the project showing 
the total debit balance of $24,659,463.03 (West Point $5,058,930.55; Electra 
$18,899,112.22; Common $701,420.26), as of June 30, 1950, as more specifically 
shown by primary plant accounts in the attached Schedule B classified in 
accordance with the Commission’s Uniform System of Accounts Prescribed 
for Public Utilities and Licensees; (b) establish a reserve for accrued depre- 
ciation applicable to the project properties showing a total credit balance of 
$408,804.00 (West Point $1,418.00; Electra $185,202.00; Common $222,184.00), 
as of June 26, 1947, classified by functions shown in the attached Schedule A. 

(D) Licensee shall, within 90 days of the issuance of this order, file F. P. C. 
Form No. 7 showing compliance with this order. 
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SCHEDULE A 


Prosect No. 137—CALIrornNIA—PaciFic Gas & Evectric Co. (ExIsTInG FACILITIES 
ADDED TO ProJEcT UNDER LICENSE AMENDMENTS Nos. 6 AND 8) 


ACTUAL LEGITIMATE ORIGINAL COST AND ACCRUED DEPRECIATION AS OF JUNE 26, 1947 


| | 
+ 


| 

Total |} West Point | Electra | Common 
| 
| 





Account—Actual legitimate original cost 
plant plant 








Il—Hydraulic production plant 


a 
Structures and improv ements.._....------| 53, 020. 55 |_...--- 53, 7 
Reservoirs, dams, and waterways. soe 981, 530. 54 , 829. 72 95, 690. 8 ~” 683, 009. 94 
Miscellaneous power pl: ant equipment 1, 909. 84 Soan 
Roads, railroads, and bridges 12, 195. 45 


Land and land rights___--_- tian Rolain $166, 228. 45 2, 283. 36 $13, 945. 09 








Total hydraulic production plant---......} 1, 214, 884. 83 29. 73 515, 100. 07 696, 955. 03 


V—General plant 


Communication equipment 72. 572.0 





Total actual legitimate original cost 1, 215, 456. 83 ; ; 515, 672. ( 








Accrued depreciation 


250.1 Reserve for depreciation of electric plant 
in service: 
Hydraulic production plant (408, 552. 00) A 418. 00) 


(184, 950. 00) 
General plant (252. 00)} - 


| (252. 00) 
‘Total accrued depreciation..............-| (408, 804. ‘00 ft, 418. ~_ta8 0] (185, 202. 00)) _{222, 184. 00) 
| 
| 
| 





Net investment. 806, 65 52. 82 1, 411. 73 


330, 470. 07 474, 771. 03 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PUBLIC UTILITY DISTRICT NO. 2 OF GRANT COUNTY, WASHINGTON, 
PROJECT NO. 2114 


ORDER APPROVING REVISED PROJECT EXHIBITS 
(Issued April 2, 1958) 


On November 12, 1957 Public Utility District No. 2 of Grant County, Wash- 
ington, licensee for major Project No. 2114, filed for Commission approval and 
inclusion in the license the following revised Exhibit L drawings which super- 
seded Exhibit E drawings F. P. C. Nos. 2114-7 and -8, now part of the license: 


Exhibit L F. P. C. Priest Rapids hydroelectric development— 
No, Priest Rapids project 


| 
2114-52 | General plan and sections. 
2114-53 Spillway. 


In compliance with Article 48 of the license, there was also filed with the 
above-mentioned revised Exhibit L drawings a report on the hydraulic model 
studies for the spillway and apron design for the Priest Rapids development 
showing certain changes to the project structures and their hydraulic per- 
formance. 

The changes to the project structures consist essentially in: (1) changing 
the upstream face of the ogee section from a sloping to a vertical surface; 
(2) changing the spillway apron section from a bucket type to a flat horizontal 
type with a properly designed end sill; (3) slight changes in the powerhouse 
intake sections due to adding a bulkhead gantry crane; and (4) moderate 
changes in the earth embankment sections. 

The tracings of the Exhibit L drawings have been approved by the Chief of 
Engineers, Department of the Army, insofar as the interests of navigation are 
concerned. 


The Commission finds: 


The above-described revised Exhibit L drawings, superseding Exhibit L 
drawings (F. P. C. Nos. 2114-7 and -8), now part of the license, conform to 
the Commission’s rules and regulations and should be approved as part of the 
license for the project, and the superseded exhibits should be eliminated from 
the license. 


The Commission orders: 


(A) The above-described revised Exhibit L drawings are approved as part of 
the license for Project No. 2114 and the superseded exhibits are eliminated 
from the license. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PORTLAND GENERAL ELECTRIC COMPANY, PROJECT NO. 2195 
ORDER APPROVING PLANS FOR FISH FACILITIES 
(Issued April 2, 1958) 


An application was filed January 27, 1958, by Portland General Electric Com- 
pany, licensee for Project No. 2195, known as the North Fork Hydroelectric 
Project, for Commission approval and inclusion in the license for the project, 
in compliance with Articles 2 and 29 of the license, of plans for the upstream 
migrant structure at the Cazadero dam, fish trap, fish ladder extending from 
the toe of the Cazadero dam to the pool of the North Fork Hydroelectric Proj- 
ect and downstream migrant facilities at the North Fork dam. 

The plans are the result of consultation and cooperation with the United 
States Fish and Wildlife Service and the Fish and Game Commissions of the 
State of Oregon in accordance with Article 29 of the license and an agreement 
between the licensee and the Fish and Game Commissions of the State of 
Oregon dated August 21, 1956, which was approved by the Commission insofar 
as it affects project works authorized by the license (Paragraph (D) of the 
license). 

By joint letters dated February 11, June 4, June 20, November 6, and De- 
cember 10, 1957, addressed to the licensee, copies of which were furnished the 
Commission by the license, the Fish and Game Commissions of the State of 
Oregon approved the plans. 

The Secretary of the Interior has advised the Commission that the United 
States Fish and Wildlife Service has approved the drawings subject to minor 
changes which may be agreed upon between the licensee and the fishery 
agencies. 

The Forest Service, United States Department of Agriculture, has advised 
the Commission informally that it has no objection to the approval of the 
drawings. 


The Commission finds: 


The following above-referred-to plans conform with the Commission’s rules 
and regulations and should be approved as part of the license for the project: 
Fish facilities: 
DE-3227 (FPC No. 2195-24) entitled “Fish Ladder Between Upstream 
Migrant Structure & Fish Trap” ; 
G-146620-2 (FPC No. 2195-25) entitled “Upstream Migrant Structure 
and Fish Ladder” ; 
G-146621-2 (FPC No. 2195-26) entitled “Upstream Migrant Structure 
and Fish Ladder” ; 
G-6711-12 (FPC No. 2195-27) entitled “Upstream Migrant Structure”; 
G-155194 (FPC No. 2195-28) entitled “Fish Provisions, Downstream 
Migrant Facilities” ; 
G-155195 (FPC No. 2195-29) entitled “Fish Provisions, Downstream 
Migrant Facilities”; and 
G-6711-22A (FPC No. 2195-30) entitled “General Plan & Profile, 
Cazadero-North Fork Fish Ladder”. 


The Commission orders: 


(A) The above-described plans are approved as part of the license for the 
project. 
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(B) This order shall become final 30 days from the date of its issuance 

unless application for rehearing shall be filed as provided in Section 313 (a) 

of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


WARRIOR RIVER ELECTRIC COOPERATIVE ASSOCIATION, PROJECT 
NO. 2102 


ORDER FURTHER AMENDING LICENSE (MAJOR) 
(Issued April 3, 1958) 


Application was filed October 10, 1957 and supplemented November 21, 1957 by 
Warrior River Electric Cooperative Association, licensee for major Project 
No. 2102, for amendment of its license for the project situated at the Smith’s 
Ford site on the Locust Fork of the Black Warrior River in Blount County, 
Alabama, and affecting a navigable water of the United States. 

The application for amendment does not affect the “Upper Development” of 
the Project No. 2102, but only the “Lower Development” of the project, and 
seeks to: 

(1) Change the name of the “Lower Development” wherever it appears in 
the license to “Smith’s Ford Project,” for ease of identity of the project; and 

(2) Change the description of “Lower Development” appearing in sub- 
paragraph (b) (2) of the license so as to conform to the licensee’s present plans 
for that development as shown by Exhibit L, Drawings L-1 through L-5, 
inclusive, dated October 4, 1957. 

The revised Exhibit L drawings and Exhibit M accompanying the application 
for amendment show that the licensee has: moved the location of the “Lower 
Development” downstream around a bend in the river to a point at which the 
U. S. Corps of Engineers proposed construction of the Smith’s Ford dam; 
raised the top of the dam from elevation 516 feet to 522 feet, m. s. L.; raised 
the top of the power pool from elevation 500 feet to 513 feet, m. s. 1, thereby 
increasing the usable power storage from 372,000 acre-feet to 508,000 acre- 
feet; changed the spillway from an ungated overflow structure to one with 
crest at elevation 492 feet and top of gates at elevation 514.5 feet; and in- 
creased the installed capacity from 24,000 kilowatts initially and 44,000 kilo- 
watts ultimately to two 28,800 kilowatt units with a turbine capacity of two 
41,000 horsepower units initially and four 28,800 kilowatts ultimately. The 
effect of the increase in the installed horsepower capacity will be to increase 
the annual charges for the entire project. 

The Chief of Engineers, Department of the Army, in reporting on the applica- 
tion, advised that the plans of the structures as shown on the tracings are 
satisfactory insofar as the interests of navigation are concerned. 


The Commission finds: 


(1) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

(2) The increased amount of annual charges to be paid under the license as 
further amended for the purpose of reimbursing the United States for the cost 
of administration of Part I of the Federal Power Act is reasonable as herein- 
after fixed and specified. 
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(3) The following described exhibits filed as part of the application for 
amendment conform to the Commission’s rules and regulations and should be 
approved as part of the license for the project. 

Erhibit L: (FPC Nos. 2102-27 through -31) showing the General Plan; 
Dam & Dikes; Spillway, Diversion & Conduits; and Powerhouse & Switchyard, 
respectively ; and 

Exhibit M: a statement in two sheets giving a general description and specifi- 
eation of certain hydraulic, electrical, control and transmission equipment of 
the Smith’s Ford Development filed with the Commission on November 21, 1957. 












The Commission orders: 


(A) The exhibits described in finding (3) above are approved as part of the 
license for the project. 

(B) The license for Project No. 2102, issued June 16, 1955 to Warrior River 
Electric Cooperative Association, and amended April 30, 1956, is further 
amended, effective as of March 1, 1958, as follows: 

PARAGRAPH I. Sub-paragraph (b) (2) of the license is amended to read 
as follows: 

(2) the Smith’s Ford Project, consisting of a rolled earch fill with rock fill 
at the downstream toe 1,800 feet long across Locust Fork in Section 18, Town- 
ship 13 South, Range 1 West, Huntsville, Meridian, with elevation at top of 
dam 522.0 feet, m. s. 1.; detached concrete spillway 579 feet long with twelve 
40 feet by 22.5 feet gates and gate sill elevation 492.0 m. s. 1.; several earth 
dikes in saddles on both banks of the river; power pool reservoir between eleva- 
‘ tions, 472.0 and 513.0 feet m. s. 1. with 508,000 acre feet of usable storage; two 
; tunnels about 1,000 feet long; a powerhouse containing two 28,800 KW gen- 
. erators, with provision for future installation of two 28,800 KW generators; 
together with transformers, switchgear and all: other necessary control and 
transmitting equipment; the location, nature and character of which are more 
specifically shown and described by the exhibit hereinbefore cited and by 
certain other exhibits which are designated and described as follows: 

Evrhibit L: Drawing L-1 (FPC No. 2102-27) General Plan; Drawing L-2 
(FPC No. 2102-28) Dam Dikes; Drawing L-3 (FPC No. 2102-29) Spillway; 
Drawing L-4 (FPC No. 2102-30) Diversion & Conduits; Drawing L-5 (FPC 
No. 2102-31) Powerhouse & Switchyard. 

Exhibit M: a statement in two sheets giving a general description and speci- 
fication of certain hydraulic, electrical, control and transmission equipment 
of the Smith’s Ford Development filed with the Commission on November 
21, 1957. 

PARAGRAPH II. Article 21 of the license is amended to read as follows: 

Article 21. The Licensee shall plan and build the Smith’s Ford development 
with suitable provisions so that reservoir storage space of 233,000 acre-feet 
eapacity for flood control may be added, if authorized by Congress, by future 
modification to spillway gates, raising the dam, and otherwise modifying pool 
levels and the development as then required. The dam shall be planned and 
constructed to such dimensions and cross section that no portion below the crest 
of the dam as built by the Licensee will require enlargement for reasons of 
stability and safety when-and if the dam as now proposed is raised later to a 
crest elevation of approximately 528 feet m. s. l. with a design water surface 
elevation of about 522 m.s.1. The Licensee shall acquire initially by flowage 
easement or by fee title the right to flood all land above the dam to an ele- 
vation of 522 m.s.1. Structures of a permanent nature that will be damaged 
by flooding shall not encroach below that level. 
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PARAGRAPH III. Article 26 of the license is amended to read as follows: 

Article 26. The Licensee shall prior to impounding water clear all lands 
in the bottoms and margins of the Upper Reservoir between elevation 765 feet 
and a plane at elevation 695 feet above mean sea level, and shall cut all trees 
and brush within the area below the 695-foot elevation so that no brush or 
trees will protrude above said elevation. The Licensee shall prior to impound- 
ing water clear all lands in the bottoms and margins of the Smith’s Ford Project 
between elevation 516 feet and a plane at elevation 467 feet above mean sea 
level and shall cut all trees and brush within the area below the 467-foot eleva- 
tion so that no brush or trees will protrude above said elevation. The Licensee 
shall dispose of all temporary structures, unused timber, slash, refuse, or 
inflammable material resulting from the clearing of the lands or from the 
construction of the project works. In addition, all trees above the high water 
line of the reservoir which may die from operation of the reservoir shall be 
removed. The clearing of the lands and the disposal of the material shall be 
done with due diligence to the satisfaction of the authorized representative 
of the Commission. 

PARAGRAPH IV. Article 30 of the license is amended to read as follows: 

Article 30. The Licensee shall pay to the United States the following annual 
charges: 

For the purpose of reimbursing the United States for the cost of adminis- 
tration of Part I of the Act one (1) cent per horsepower on the authorized 
installed capacity (90,000 horsepower), plus two and one-half (2%) cents 
per 1,000 kilowatt-hours of gross energy generated during the calendar year for 
which the charge is made. 

(C) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect and shall not in any way constitute 
a waiver of any other part, provision or condition of the license. 

(D) This order shall become final thirty (30) days from the date of its 
issuance unless application for rehearing shall be filed as provided in Section 
313 (a) of the Act, and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the accept- 
ance of this amendment of license, this instrument shall be signed for the 
licensee and returned to the Commission within sixty (60) days from the date 
of issuance of this order. 


PAN AMERICAN PETROLEUM CORPORATION *, G-8549; SOHIO PETRO- 
LEUM COMPANY, G-8624; CONTINENTAL OIL COMPANY, G-—8625; 
SKELLY OIL COMPANY, G-8626; BRITISH-AMERICAN OIL PRODUC- 
ING COMPANY, G-8627; THE CARTER OIL COMPANY, G-—8628; GULF 
OIL CORPORATION, G-8629; THE ATLANTIC REFINING COMPANY, 
G-8631; ANDERSON-PRICHARD OIL CORPORATION, G-—8632; WEST 
EDMOND OIL COMPANY, G-—8635; SUNRAY MID-CONTINENT OIL 
COMPANY, G-8637; SUNRAY MID-CONTINENT OIL COMPANY, G-—8638 


OPINION AND ORDER APPROVING RATES 
(Issued April 4, 1958) * 
Syllabus 


1. Where there is unitization agreement in one field by 133 lessees, the tradi- 
tional rate base method is impractical and not conducive to effective reg- 


1 Formerly Stanolind Oil and Gas Company. 
*Designated Commission Opinion No. 310. 
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ulatory results in a case involving eleven independent producers operating 
in this field when only a small portion of the rates of each company is 
being investigated. P. 467. 

2. Commission finds sufficient evidence, exclusive of cost of service evidence, in 
the record to justify a finding that the proposed producer rates are just 
and reasonable. P. 472. 

3. Commission discusses the inapplicability of the City of Detroit case to this 
type of independent producer rate proceeding. P. 472. 

4. Commission distinguishes this case from the Union Oil case. P. 473. 

5. Commission approves the increased rates for natural gas proposed by appli- 
cants under Section 4 of the Natural Gas Act. P.475. 

Chairman KUYKENDALL concurring in the result. 

Commissioner Dicspy concurring. 

Commissioner CoNNOLE dissenting. 

Joe P. Hammond and Richard B. McEntire for Pan American Petroleum 

Corp. 

George W. Hazlett, Dixon Morgan, and Robert E. May for Sohio Petroleum 

Co. 

Richard B. Linn and Robert E. May for Continental Oil Co. 

Hawley 0. Kerr for Skelly Oil Co. 

Jack Corman and M. E. McKeown for British-American Oil Producing Co. 
Jesse FE. Foster for The Carter Oil Co. 

Stewart W. Mark for Gulf Oil Corp. 

Bernard A. Foster, Jr., for The Atlantic Refining Co. 

Charles F. White for Anderson-Prichard Oil Corp. 

Kenneth Heady for West Edmond Oil Co. 

James C. Denton, Jr., for Sunray Mid-Continent Oil Co. 

Louis L. DaPra for the staff of the Federal Power Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


OPINION 


These proceedings arose upon the filing by the several independent pro- 
ducers in the above entitlement of increased rates for the sale of natural gas 
to Cities Service Gas Company from the West Edmond Field in the State of 
Oklahoma. The rates filed by the companies have been increased from 7.5 
cents per Mcf to 8.5 cents per Mcf at 16.4 psia,? and have been suspended by 
the Commission under Section 4 (e) of the Natural Gas Act. With one ex- 
ception,® they were allowed to become effective in May, 1955, under corporate 
undertakings to make refunds as set forth in Appendix A hereto. 

Before the hearing Pan American Petroleum Corporation separately, and 
Sohio Petroleum Company and Continental Oil Company, jointly on behalf of 
all other rate proponents, filed motions to terminate the proceedings, chal- 
lenging the jurisdiction of the Commission to suspend the increased rates. 
By order of June 4, 1956, 15 F. P. C. 1488, the Commission denied both these 
motions finding that it possessed power and jurisdiction to determine the law- 


2 These prices became 6.7 cents and 7.6 cents per Mcf when adjusted to the Oklahoma 
standard of 14.65 psia. The prices should be further adjusted to conform to deviations 
from Boyle’s Law, the latter price becoming 7.3 cents per Mcef, excluding .1 cent for 
reimbursement of the Oklahoma tax. 

*The Atlantic Refining Company did not request that its increased rates become effective 
after suspension. 
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fulness of the increased rates filed. At the hearing, held June 4 and 5, and 
July 9, 1956, the only evidence presented, except for rate schedules, was that 
offered jointly by Sohio and Continental, but the other parties stated through 
counsel that they were relying on such evidence. The presiding examiner in 
his decision issued January 8, 1957, granted a motion by staff counsel made 
at the hearing to disallow the increased rates and dismiss the proceedings 
on the ground that the proponents had not sustained their burden of proof 
under Section 4 of the Natural Gas Act that the increased rates were just 
and reasonable. 

All parties to the proceedings except the staff filed exceptions to the presiding 
examiner’s decision, either in full or by joining in the exceptions of other parties. 
The exceptions include contentions that the periodic rate increase was not 
suspendible under Section 4 of the Natural Gas Act, that the increased rate 
was just and reasonable, and that the rate-base method was not properly 
applicable to independent producers. All parties except the West Edmond Oil 
Company and the staff made motions for cral argument or joined in the motions 
of other parties. 

From the record it appears that the eleven rate proponents herein, along with 
other producers, were organized under a unitization agreement pursuant to the 
law of the State of Oklahoma by which their interests in the Hunton Lime 
formation of the West Edmond field situated in Oklahoma, Logan, Canadian and 
Kingfisher Counties, Oklahoma, were incorporated in the West Edmond Hunton 
Lime unit, to be operated by Sohio. There were altogether 133 lessees in this 
unit holding interests in 754 tracts on which were 750 wells. Each tract was 
given a specified share in the production of the field in the same proportion 
as its estimated reserves bore to the estimated reserves of the entire field. 
These shares varied greatly due in part to the fact that the producing zone 
is 300 feet thick on the west and gradually dwindles down to 0 feet thick on the 
east. 

While several plants process gas in the West Edmond Field, the gas involved 
here is processed at the Edmond Gasvline Plant operated by the Phillips Petro- 
leum Company, but owned jointly by Phillips and Continental, and is there 
delivered to Cities Service on behalf of the rate proponents herein and other unit 
lessees. 

Under a basic contract dated July 5, 1945, Phillips and Continental agreed to 
deliver gas processed at the Edmond plant to Cities Service at a price of 5 cents 
per Mcf (16.4 psia). The unit lessees in turn agreed in their processing agree- 
ments with Phillips and Continental that the gas, which under the unitization 
arrangement they were privileged to receive in kind, should be delivered to Cities 
Service. On December 28, 1951, the agreement for the sale of gas to Cities 
Service was amended so as to provide that the price to be paid should be 714 
cents per Mcf from April 1, 1952, to March 31, 1955, and 8% cents per Mcf there- 
after (16.4 psia) until the expiration of the contract as amended. Pursuant 
to this contract the rate proponents filed notices of change of rate effective April 
1, 1955, as set forth in Appendix A. The record shows that the gas delivered 
to Cities Service is transported and consumed outside the State of Oklahoma. 

It appears from the record that there is no affiliation between Sohio, the unit 
operator, and the buyer of the gas, Cities Service, and there is nothing in the 
record to show that there is any affiliation between any of the other rate 
proponents and Cities Service. The record indicates that the negotiations lead- 


ing to the 1951 amendment of the contract with Cities Service were conducted 
at arm’s length. 


"me 
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In addition to the testimony concerning the West Edmond Field, the Unit, 
and the contractual arrangements between the parties, Sohio and Continental 
presented the testimony of a consulting economist. The economist discussed the 
general problems arising in the regulation of the independent producers. He 
pointed out particularly the difficulties in attempting to regulate by means of 
the cost of service method, which he said, among other things, would result in 
a diversion of the interstate supply of natural gas to the intrastate market. 
He concluded that the competitive price or commodity value standard was the 
appropriate basis of regulation. 

Evidence was also presented as to the prices at which natural gas has sold 
since 1945 in the State of Oklahoma. This evidence showed that in the four 
counties in which the Unit is located and in seven adjacent counties, with few 
exceptions, prices as of April 1, 1956, were 10 cents per Mcf at 14.65 psia. 
Furthermore, in the entire State of Oklahoma in 1954 the price of 10 cents per 
Mcf was fixed by one half of the contracts, and the average was 9.80 cents. 
In the year 1955 Cities Service paid 9.12 cents per Mcf at 14.65 psia at gasoline 
plants in Oklahoma, an average of 9.96 cents from all sources in Oklahoma, and 
an average price for all field and gasoline plant purchases of 10.14 cents per 
Mcf. In this connection it may be noted that another witness representing Conti- 
nental Oil Company testified that the prevailing or going price in Oklahoma for 
sales comparable to those involved in these proceedings ranged from 10 cents 
to 13% cents per Mcf at 14.65 psia. The evidence further shows that a portion 
of the gas produced from the West Edmond Field and processed in part in the 
Edmond Plant is sold intrastate to Oklahoma Natural Gas Company under a 1954 
contract with Phillips and Continental providing for a price of 10 cents per Mcf 
at 14.65 psia until December, 1957, and a price after that date of 11 cents 
per Mcf. 

On the basis of this record the presiding examiner reached his conclusion 
that the rate proponents had not sustained their burden of proof under Section 
4 of the Natural Gas Act. The presiding examiner took as controlling our 
decision in the Union Oil case, 16 F. P. C. 100, rendered on December 6, 1956, 
in which we found that evidence of arm’s-length bargaining and of market value 
of the gas sold, without evidence that the increased rates were no higher than 
necessary to encourage exploration and production, was not sufficient to prove 
the justness and reasonableness of the increased rates. It is apparent that 
the presiding examiner felt there was insufficient evidence of cost or of the 
revenue requirements of the rate proponents to take this case out of the rule 
laid down by us in the Union Oil case. Upon examining this record and con- 
sidering the various types of cost evidence and what evidence of cost the rate 
proponents might reasonably have been expected to produce in this case, we 
find that we differ with the presiding examiner’s conclusion, for we are of the 
opinion that the rate proponents have done all that could be expected of them 
and all that is necessary in showing that their proposed rate is just and 
reasonable. 

The present case presents a different factual situation than other independent 
producer rate cases previously considered by us. It demonstrates clearly the 
inappropriateness of utilizing the rate base formula in fixing producer rates, and 
that the use of such a formula produces incongruous results and in the long run 
is detrimental to the interests of consumers who need supplies of natural gas 
on a long-term basis. Accordingly, we give here the reasons for our action in 


*We have also found that evidence under the rate-base method was requisite for the 
Same purpose in the cases involved. Sears, Herrmann Corp., 18 F. P. C. 244; Dethi- 
Taylor Oil Corp., et al., 18 F. P. C. 375, 378. 
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these proceedings somewhat at length because we regard this as an opportunity 
to state a factual situation typical of many other proceedings. At the same 
time, the facts in this situation are distinguishable from cases previously decided, 
some of which are now undergoing judicial review. 

In the first place it seems clear that the traditional rate base method cannot 
be used in a case of this kind. It is impractical and not conducive to effective 
regulatory results to use the rate base method in a case involving eleven inde- 
pendent producers operating in one field where only a small portion of the rates 
of each company is being investigated. In the past we have almost invariably ° 
employed the rate base method for rate cases under the Federal Power Act and 
for pipeline rate cases under the Natural Gas Act, but ordinarily only one or a 
very small number of companies has been involved and usually all of the juris- 
dictional rates have been before the Commission. One reason for this is that 
the rate base method requires a study of the entire operations of each company 
regardless of whether all or only part of the company’s rates are being fixed. 
This is because there must be allocated to the jurisdictional sales not only the 
facilities and expenses directly involved, but also a portion of the administrative 
and general expenses of the whole company, and in determining a proper rate 
of return there must be considered the cost of money, that is debt capital and 
equity, to the whole company. Furthermore, with respect to a natural gas 
producing company, the exploration and development program of the company 
as a whole would have to be examined in order to determine the costs of this 
program allocable to the jurisdictional sales involved. As a result of the neces- 
sity of examining the operations of the company as a whole, a rate case, which 
employs the rate base method, is usually a long drawn-out affair. 

In this case ten of the eleven rate proponents, West Edmond Oil Company being 
excepted, are engaged in extensive production operations throughout the country, 
so that these proceedings represent only a fragmentary portion of the operations 
of any one company. There was no reason here to examine all of the jurisdic- 
tional rates of each of these producers. To require rate base evidence in a case 
of this kind would necessitate, as indicated above, a complete examination of 
their entire plant and operations in order to regulate only a fraction of their 
sales. Such a procedure would involve an extensive taking of evidence that 
would delay the fixing of rates for years to the public detriment and would be 
a wholly infeasible administrative procedure. 

We are also concerned with the results that would be produced by the use of 
the rate base method. To paraphrase Justice Jackson in his concurring opinion 
in Colorado Interstate v. F. P. C., 324 U. S. 581, 610,° these results would be 
“delirious” and “capricious” if applied to the operations of the producers involved 
here. In this proceeding there are eleven different rate bases, 133 in the entire 
field, and the record indicates that these rate bases bear no reliable relationship 
to the amount of oil and gas produced. 

The largest items in the rate base of a producer are the cost of acquisition of 
the leases, the cost of geophysical work and the cost of drilling and equipping 
wells. The record discloses that the cost of drilling wells to the Hunton Lime 
Formation was reasonably uniform, usually within 20% one way or the other of 
$90,000. No such uniformity existed with respect to the acquisition cost of the 
various leases in this field. Some were acquired at a much higher price than 


5 However, see Panhandle Eastern Pipeline Company, 13 F. P. C. 53, Op. No. 269, Docket 
No. G—1116, April 15, 1954, reversed as City of Detroit v. F. P. C., 230 F. 2d 810 (CADC), 
certiorari denied, 352 U. S. 829. 

*The Colorado Interstate case upheld the Commission in applying the rate base method 
to the producing properties of a pipeline company. See also Justice Jackson’s dissent in 
F. P. 0. v. Hope Gas Co., 320 U. S. 591, 649. 
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others. Some were “burdened” by interests reserved by prior owners or lease- 
holders, such as overriding royalties, working interests or interests arising under 
“farm-outs” or other agreements.’ While purchasers of gas leases will not pay 
high prices without the expectation of production, until a well is actually drilled, 
there is no way of telling how much, if any, oil or gas will be produced. 

As noted already each of the 754 tracts included in the unit have been given a 
different percentage participation in the production from the field. In fact some 
tracts receive 27 times as much as other tracts. If two such owners happened 
to pay the same amounts for their leases, one would need to receive 27 times as 
much per Mcf for his gas as the other owner in order to obtain the same return 
on its investment. The result is that if the traditional rate base method were 
employed there would result 183 widely varying prices for gas produced from 
one formation in one field. Obviously this result is not in the public interest 
particularly since some of the high priced gas would not be competitive with other 
gas or other fuels and could not be sold. 

As noted above a portion of the gas from the Edmond plant has been sold 
intrastate to Oklahoma Natural Gas Company for 10 cents per Mcf until De- 
cember 1957 and 11 cents thereafter. An obvious and ultimate result of appli- 
cation of the cost rate base method to individual producers will be to drive the 
low-cost gas to the intrastate markets where it can be sold for the field price, 
and leave only the high-cost gas for the interstate market.” Such a result 
would be contrary to the interest of that portion of the public dependent upon 
the interstate sale and transportation of gas—the very public interest which 
it is our duty to protect. 

It should be observed we are not in this case disapproving the use of the rate 
base method in all producer cases. As we held in effect in Union Oil, the 
Natural Gas Act makes no differentiation between regulation of the production 
of gas by pipelines and by independent producers, and the City of Detroit case™ 
would indicate that we must use this method as a point of departure in a 
proper case. We are, in fact, proceeding in a number of cases to attempt to 
apply this method to individual producers. The complexity of the problems 
which have arisen in these cases has been such that although several of the 
cases have been in progress for nearly three years, although the Commission 
has been using every means available to expedite them, and although the staff 
and parties have been at all times diligent in prosecuting them, not a single 
proceeding has yet been submitted to a presiding examiner for his final decision. 
When we consider the large number of producers coming under our jurisdiction, 


7 Frequently in the development of a gas field relatively small amounts are paid for 
the initial leases acquired which often are the best producing leases, while as the field 
is developed much higher amounts may be paid for adjacent leases that produce little 
or no gas. 

8 For example, the Sohio well on tract 439 receives .01076 of the entire production, 
the Fox Oil Company well on tract 425 receives .01109, the Champlin Oil Company well 
on tract 615 receives .01144 while the Harris well on tract 246 receives .2988 and the 
Sohio well on tract 228 receives .2957. 

® Although there are 133 separate lessees in the unit, the numerous owners of royalties 
and working interests are entitled to receive payment in kind and would undoubtedly 
do so if it were to their financial advantage. Accordingly, there might very well be 
several hundred, rather than 133, different prices in this one horizon in this one field. 

1 This very record discloses that the 1954 contract between Oklahoma Natural and 
Phillips and Continental for the intrastate sale of gas from the Edmond Plant contains 
a provision that at the expiration of the contract with Cities Service on March 31, 1957, 
the gas involved here would be sold to Oklahoma Natural under the provisions of the 
1954 intrastate contract providing for a price of ten cents per Mcf until December 1957 
and of eleven cents thereafter unless the sellers were prohibited by the regulatory 
authority having jurisdiction. 

il City of Detroit vy. F. P. C., 203 F. 24 810 (CADC), certiorari denied, 352 U. S. 829. 





FEDERAL POWER COMMISSION 469 


the fact that their costs, unlike those of pipeline companies which have a large 
fixed investment, are highly variable from year to year, thus necessitating 
almost continual revision of their rates,” in order not to permit on the one hand 
a rate of return which is too high or on the other hand such a low rate of 
return as will result in confiscation, it is apparent that we are confronted with 
an almost hopeless administrative task. These attempts to use this method have 
resulted in great expense which ultimately must be borne by the consuming 
public, have caused great confusion in the industry, have led to the with- 
holding of some gas from the interstate market a probable result of which has 
been in increased prices for the remaining supply, and have led to many other 
results detrimental to the public interest. All of these results were testified to 
or forecast by Dr. J. Rhodes Foster, a witness in this case. We believe that we 
must under the City of Detroit decision continue in a proper case to attempt 
to apply the rate base method. Nonetheless, we feel we would be remiss in our 
duty if we fail to point out to the Congress and the Courts at every opportunity, 
that these attempts impose a most difficult administrative burden, and in our 
opinion are contrary to the public interest, and are causing grave injury to the 
consuming public. It has been urged that we should wait until cases using the 
rate base method are before us before deciding these issues. However, this 
will be many months, possibly years, from now and every day of delay in making 
our position clear is resulting in injury, both to the industry and to the con- 
Suming public; accordingly, we must apprize the situation as it exists now and 
either reaffirm or alter our views after actual independent producer rate base 
cases have been considered by us. 

Even though it is impossible under the facts of this case to employ the tra- 
ditional rate base method we should consider whether cost evidence could be 
adduced on a field or area basis. In our opinion the rate proponents could 
not reasonably have been expected to produce cost evidence for either the 
West Edmond Field or any other area. To obtain cost evidence for the West 
Edmond Field would require data on the operating expenses, plant and fair 
rate of return for every producer in the field. Such evidence is not available 
in this record and could not be obtained without extending the proceeding to 
each one of the 133 lessees, although there might be no reason to regulate 
their rates. As it is, only eleven of these lessees are before us, representing 
46% of the production of the Hunton Lime. Obviously they cannot give com- 
plete data as to the field, so that alone is sufficient cause for their not producing 
field evidence. 

The administrative problem is in any case insuperable. It would be necessary 
to go into each producer’s books not only to obtain data on certain operating 


12 An illustration of the need for continual revision of a producer’s rates if the rate 
base method is used is afforded by the evidence in this case. The original estimate of 
the reserves of the Hunton Lime Formation of the West Edmond Field was made in 
1944. It was then estimated that the ultimate recovery would total 200 million barrels 
of oil and 500 million Mcf of gas. An estimate made in 1946 showed an estimated 
ultimate total recovery of 140 million barrels of oil and 559 million Mecf of gas. The most 
recent estimate concerning which there was testimony was made in 1953 and showed an 
ultimate total recovery of 100 million barrels of oil and 819 million Mecf of gas. Each 
new estimate of the ultimate recoverable reserves of gas directly affects the cost of the 
gas on a unit basis and requires a new determination as to the unit price of the gas if 
the rate base method is used. This is true also of any change in the oil reserve estimate 
even though there is no change in the estimate of gas reserves since such a change neces- 
sitates a change in the allocation of the costs between oil and gas and would thus directly 
affect the unit price of the gas. The amount of available gas reserves at any given 
time is but one of the many unstable or constantly changing conditions which occur in 
the business of producing gas which necessitate changes in the unit cost and hence in 
the unit price at which the gas must be sold if the rate base method is used. 
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expenses,” plant and what would be a fair rate of return, but also to de- 
termine what would be a necessary allowance for exploration and development. 
The necessary judgment with respect to each of these items, but particularly 
the last, would have to be multiplied many times over so as to render the task 
an extremely difficult one. Otherwise arbitrary figures unsupported by the 
record would have to be used. 

Another complicating factor in attempting to obtain and utilize cost evidence 
for the field is that there are three other producing strata or horizons other 
than the Hunton Lime. Since some wells in this field obtain production from 
several of these horizons, it will be necessary to examine costs, production 
and prices of gas with respect to each of these horizons in order to determine 
costs allocable to the production from the Hunton Lime. 

Similar difficulties would arise if we should attempt to determine costs on 
the basis of some other area larger than the West Edmond Field. All of the 
producers in the area would become necessary parties, and there would be 
even more of them than in the West Edmond Field. 

Whether the West Edmond Field or some other area is used as a basis 
for assembling cost data and regulating rates, our statutory powers to fix rates 
in such a manner are uncertain in view of the Mobile Gas case.“ In that 
ease the Court stated that the Natural Gas Act does not provide a rate-making 
nor a rate-fixing procedure but simply the power to review rates and con- 
tracts made in the first instance by natural gas companies, and, if they are 
determined to be unlawful, to remedy them. 

Oven if we did not require strict cost evidence on an individual company 
basis or on a field or area basis, but would accept as sufficient evidence similar 
to that submitted in United Carbon Company et al., 19 F. P. C. 242, Docket 
No. G-9572, February 19, 1958, the rate proponents here could not be reasonably 
expected to comply with such a standard. In the United Carbon case the two 
producers involved introduced evidence with respect to their producing opera- 
tions to show various expenses and other payments to be made over a five-year 
period, including the costs of dry holes and productive wells, but without 
the computation of a rate base, depreciation and depletion. Without deter- 
mining whether the evidence submitted was sufficient to support the proposed 
increased rates, we denied the staff’s motion to dismiss. 

In the present case the type of evidence introduced in the United Carbon 
case would create practical difficulties similar to those that would be created 
by adherence to the traditional rate base approach. Only a portion of the 
operations of the eleven rate proponents here occur in the West Edmond Field, 
and each one of the eleven rate proponents, or the 133 other lessees in this 
field would show diverse costs, resulting in eleven, or 133, different prices 
in the same field. The submission of such evidence, like that under the rate 
base method would be administratively unworkable. In addition, we have not 
finally approved this type of evidence. Further consideration of the United 
Carbon case may show that this type of evidence is not satisfactory or re- 
liable. 

These are the various methods which have been used or suggested to deter- 
mine rates on a cost basis. Turning now to the evidence adduced in this case, 
we find that in addition to field price evidence there is evidence tending to 


1%3Since this field is now being operated as a unit, actual field operating costs of all 
producers can be obtained from the unit operator, but it is necessary to go to each pro- 


ducer’s books to determine such operating expenses as its income and other taxes, and 
administrative and general expenses. 


4 United Gas Pipe Line Co. v. Mobile Gas Service Corp., 350 U. 8S. 332. 











FEDERAL POWER COMMISSION 471 


show cost which, although neither the conventional type of cost evidence or 
any of the types discussed above, in our opinion is persuasive and serves 
in connection with the field price evidence to convince us that the rate pro- 
ponents have made a prima facie case in support of the proposed rates. This 
evidence shows that 290 of the 750 producing wells in the unit have been 
abandoned and plugged, at least as to the Hunton Lime, because operating 
costs * alone, without regard to any return on the rate base, exceed the price 
for which gas and other petroleum products can be sold. Thus the cost of 
producing gas from these 290 wells exceeded the prior 744¢ per Mcf rate. 
Also there was testimony that unless the rate increase were allowed, additional 
wells would have to be abandoned. This is positive evidence that over one- 
third of the wells in the field are not yielding any return on their investment. 
It is also apparent that many more wells are not yielding any return on their 
investment since other operating costs including a reasonable amount to be 
allowed for exploration and development (which often amounts to 30% or 
more of the gross revenues) must also be charged against any given well 
before it can show a return on the investment. 

The conclusion that operating costs are a very substantial item in the pro- 
duction of gas from this field can logically be drawn from this evidence. The 
Bureau of Labor Statistics has published figures showing that during the 
period covered by this contract, 1951 to 1956, there have been substantial in- 
creases in the wages of the different classes of labor engaged in operating 
gas fields and in the cost of materials and equipment used in the operation 
of gas fields. This evidence, while not proof in itself of the justness or rea- 
sonableness of the rates here involved, indicates that higher rates are needed 
in 1956 than in 1951. 

There was also evidence that the addition to oil and gas reserves per thousand 
feet of exploratory well decreased approximately 50% from 1948 to 1955. 
While no cost figures were offered, assuming that other factors such as labor 
and material costs were constant, the amount needed for exploration and 
development would be double as much in 1955 as in 1948. 

The evidence also showed changes in the purchasing power of money as 
measured by the wholesale price index, which demonstrated that between 1945 
and 1956 the value of the dollar had declined 40%. The result of this was 
that the 5 cents per Mcf price in 1945 was equivalent in April, 1956, to 8&3 
cents per Mcf, or, in other words, the 8.5 cents rate sought in 1956 was the 
equivalent of only 5.1 cents per Mcf in money of 1945 purchasing power. We 
mention this particular evidence only because it shows that costs of producing 
gas are increasing. Operating costs are a substantial item in the production 
of gas and this evidence tends to show some justification for an increase in 
price. No change in our treatment of original cost in determination of a rate 
base should be inferred from our reference to it. 

The foregoing evidence, as supplemented by the field price evidence and by 
evidence that the proposed price was arrived at by arm’s-length bargaining, 
might not be sufficient to sustain the burden of proof of producer rate propo- 
nents in many cases.” But here we are of the opinion that the methods of 
determining cost, including the traditional rate base method, discussed above 
and rejected by us as inapplicable, cannot reasonably be used in this case, 


% We are here referring only to actual field operating costs. 

16 See Union Oil Co., 16 F. P. C. 100; Sun Oil Co., 17 F. P. C. 174: Crow Drilling Co., 
17 F. P. C. 226; Associated Oil and Gas Company, Orange Grove Oil and Gas Corp., 17 
F. P. C. 199; Forest Oil Corp., 17 F. P. C. 586; Sears, Herrmann Corporation, 18 F. P. C. 
244; Delhi-Taylor Oil Corp., 18 F. P. C. 375. 
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nor can we require evidence under these methods to be adduced by the rate 
proponents. Under these circumstances, we are of the opinion that the fore- 
going evidence relating in a general way to cost is persuasive and should be 
considered with the other evidence in this case. 

Finally, considering all of the circumstances in this case including, inter 
alia, that the evidence shows this proposed price of 7.6¢ at 14.65 psia to be 
approximately 25% less than the generally prevailing field prices in this area 
at the time in question, that we have already approved on three separate oc- 
casions a 10¢ rate for sales of gas to Cities Service from fields in nearby coun- 
ties,” in which cost evidence was submitted and considered by the Commis- 
sion, the fact that the proposed increase is very modest and that there is 
substantial evidence from which it can logically be concluded that the costs 
of operating a gas field and producing gas were increasing during the five-year 
period from 1951 to 1956 covered by this contract, and that we have been 
allowing higher rates to go into effect without suspension and with no more 
justification than has been shown here, we conclude that it would be grossiy 
inequitable to deny the proposed increase in rates. We further conclude, in 
view of all of the circumstances we have related that the rate proponents have 
done all that could be expected of them to show that their rates are just 
and reasonable and that there is sufficient evidence in the record to justify a 
finding that the rates are just and reasonable. 

In reaching our conclusions herein we are not unmindful of the City of 
Detroit case* where the Court held that in determining an allowance for gas 
used by a pipeline from its own reserve, the traditional rate-base method must 
be used as an “anchor” and “point of departure’. The factual situation here 
is, of course, quite different and as we have shown, it is almost impossible 
administratively and contrary to the public interest to use the rate base method 
in a case involving the rates of eleven producers. In fact, while we have dis- 
allowed a number of proposed independent producer rate increases * where there 
has been a failure to submit rate base evidence or evidence of revenue require- 
ments, and where we thought such evidence might have been produced, we 
have not determined in any case the extent to which such evidence should be 
required of the independent producers. It is clear as the Court said in F. P. C. 
v. Natural Gas Pipeline Co., 315 U. 8S. 575, 586, that the Commission is not 
bound to any single formula of rate making.” Since our decision in Union Oil, 
the Court of Appeals of the District of Columbia, the same Court which decided 
City of Detroit, said in Mississippi River Fuel Corp. v. F. P. C., 252 F. 2d 619 
(CADC) with respect to the use of field prices in appraising the rates of an 
affiliated producer selling to a pipeline company, “A 100 per cent affiliate stands 
in the same position as does the integrated producing ‘arm’ of a pipe-line com- 
pany”, implying that a non-affiliated producer might stand in a different position, 
and while requiring the Commission to investigate a rate increase charged by 
the producer to its parent, added that it did not hold a “full blown” inquiry 
into the rates of the producer necessary. 

Apart from these considerations applicable to all producers in this case we 
do have some evidence relating to cost and the three separate cases referred 
to above which, in part on the basis of cost evidence, support the rates here 
proposed and provide an “anchor” not present in City of Detroit. 


1% Davidor & Davidor, 15 F. P. C. 1236; Christie, Mitchell and Mitchell, 15 F. P. C. 7513 
Wunderlich Development Co., 15 F. P. C. 690. 

18 City of Detroit v. F. P. C., 230 F. 2d 810 (CADC), certiorari denied 352 U. S. 829, 

19 See Footnote (16), supra. 

See also F. P. C. v. Hope Gas Co., 320 U. 8. 591, 602, where the Court said that 
“under the statutory standard of ‘just and reasonable’ it is the result reached not the 
method employed which is controlling.” 
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In the City of Detroit case, as is patent from reading the opinion, the Court 
was primarily concerned with the protection of the consumer of gas. It is clear 
here that to disallow this increased rate because of rigid adherence to a cost 
policy would not only discourage further exploration of the natural gas re- 
sources but would encourage the intrastate sale to Oklahoma Natural Gas 
Company to the detriment of the consumers elsewhere. To approve this rate, 
which we think fully supported, is a type of “pragmatic adjustment” which we 
are permitted to make. F. P. OC. v. Natural Gas Pipeline Co., supra, p. 586. 
Cf. Market Street Railway Co. v. Comm’n. 324 U. 8. 548, 563-569. 

Likewise, we believe that our opinion in the Union Oil case is distinguishable. 
The 1¢ increase here is hardly to be compared to the increase in excess of 7¢ 
(from 9.797¢ to 17¢ per Mcf) in that case. It is an increase of less than 15% 
as contrasted to an increase of 75% in Union Oil. The increase here was under 
the escalation provisions of a contract while the increase in Union Oil was 
pursuant to the terms of a new renegotiated contract. There was no evidence 
in Union Oil of any prices in the immediate area equal to or in excess of the 
rate proposed by Union Oil which had been found just and reasonable by the 
Commission, while here there are three such cases which we have cited above. 
Here there is some evidence of cost, although admittedly of a very general 
nature, while in Union Oil there was none. It is true that in Union Oil we 
said there must be evidence of revenue requirements, but we were careful to 
leave the door open for evidence of revenue requirements for the industry as 
a whole, revenue requirements for the industry in a particular area, or revenue 
requirements for the individual producer. Here as we have shown it is utterly 
impractical to require evidence of revenue requirements. 

Finally we are confronted with the question of what disposition we should 
make of this case. It is obvious that if the case is remanded in its present 
posture, the staff will be faced with the same inability to present detailed cost 
evidence as the applicants, if the staff should decide to produce such evidence. 
Accordingly, we are faced with the following alternatives: (1) To deconsoli- 
date these proceedings and try each of the eleven cases separately under the 
rate based method; (2) To broaden the scope of this hearing by combining 
these proceedings with rate proceedings against all other producers in the field 
or in a larger area such as the State of Oklahoma and setting a price for the 
entire field or area; (3) To remand the case for cross-examination of appli- 
cant’s witnesses and the presentation by the staff of such evidence of field prices 
and other evidence as the staff deems proper; (4) To approve the proposed in- 
creased rates without further proceedings. 

The first alternative would result in eleven different prices in the field, or 
133 different prices if action is instituted against aJl producers in the field, and 
is administratively infeasible. The second alternative meets with insuperable 
procedural difficulties,” and there is doubt as to our authority to set rates in 
that type of proceeding under Sections 4 and 5 of the Natural Gas Act as con- 
strued in the Mobile Gas case. 

The choice between the third and fourth alternatives is a more difficult one 
to make. However, we do not believe anything new or different can be pre- 
sented in the way of field price evidence. Not only have we had before us the 
three cases cited above arising in this immediate area in which we determined 
10¢ to be a reasonable field price, but we are continually appraising evidence 


“In addition to the difficulties we have mentioned, these proceedings are concerned 
with the rates to be charged beginning April 1, 1955. It is now too late to join other 
producers in this field or area whose rates we have not suspended and fix their rates for 
this past period of time. 
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of field prices in various areas in order to determine whether or not to suspend.” 
We also had considerable evidence in the Signal Oil case™ that the prevailing 
field price in this area of Oklahoma for both intrastate and interstate sales was 
10¢. Accordingly, we feel on the basis of the many investigations and cases 
which we have had in this immediate area, in which the staff has submitted 
evidence of field prices substantially similar to that submitted by the rate pro- 
ponents in this case that the evidence of field price now in the record bears 
great credibility. Neither do we feel for the reasons which we have discussed 
at length that further cost evidence which will be of a substantial benefit can 
be produced in these proceedings. 

We have permitted numerous increases in this area to what we have felt was 
the prevailing field price of 10¢. In no other field in the State of Oklahoma 
have we suspended an increase of a proposed producer rate as low as 7.6¢ per 
Mcf at 14.65 psia. The suspension in this case can be explained by the fact 
that the original suspension occurred shortly after the Phillips’ decision™ 
when our data on field prices were incomplete and our experience on these mat- 
ters was limited. For us now to require further proceedings would amount 
to undue discrimination on our part against these rate proponents. 

One of the anomalies in the administration of the Natural Gas Act since the 
City of Detroit case is that while we are not permitted to use field prices alone 
in determining whether a price is just and reasonable after it has been sus- 
pended by us, no such standard is required of us in determining whether or 
not we should suspend in the first instance. It is, of course, administratively 
impossible, even with a staff many times as large as we now have, to investi- 
gate, even casually, the costs of every rate proponent who files a rate increase, 
and the principal guide we have used in determining whether or not to suspend 
has of necessity been a comparison of the proposed price with field prices in the 
area. The Natural Gas Act sets up no standards as to what the Commission 
shall consider in exercising its suspension powers, and the Commission has 
not traditionally gone into the question of costs at the suspension stage of the 
proceedings. For the Commission to use field prices as a standard in deter- 
mining whether or not to suspend and then to be prohibited from using such 
prices in determining the justness and reasonableness of the rates is completely 
illogical and unreasonable. 

Further, to remand this case rather than to approve the proposed rates will 
mean that these rates will be in an unsettled status for another year or two 
until the case is finally determined. As the rates were suspended in March, 
1955, three years ago, a total delay of over four years in determining the rates 
of these independent producers will result. It is apparent that after a lapse 
of several years the ultimate consumer, who is several times removed from the 
producer, may receive little, if any, benefit from a reduction in prices paid the 
producer, but, instead a windfall may accrue to some pipeline or distributor 
along the way. While delay cannot be avoided in many cases, and in itself is 
no reason to dismiss rather than remand a case, the public interest in fixed 
and definite rates is a factor to be considered under such circumstances. 


=For example, in our meeting of December 19, 1957, we had before us 43 proposed 
increases in the State of Oklahoma, four of which were in Logan and Oklahoma Counties, 
the same counties in which the West Edmond Field is located. Forty-one of the increases 
were from 10¢ to 11¢, of which we suspended 40 and allowed the other, one from 10¢ 
to 20¢ which we suspended, and one, a two-part increase from 8¢ to 11¢ as to which we 
allowed the 2¢ portion making the effective rate 10¢ and suspended the remaining 1¢. 

*% Cities Service Gas Co., Signal Oil and Gas Co., 14 F. P. C. 184, Op. No. 288, Docket 
Nos. G-2569, G-2570, November 28, 1955, affirmed as Signal Oil and Gas Co. v. F. P. C., 
238 F. 2d 711 (CA 8), certiorari denied 353 U. S. 923. 

% Phillips Petroleum Co. v. Wisconsin, 347 U. S. 672. 
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In view of our disposition of these matters there will be no necessity for oral 
argument. 


The Commission finds: 


(1) The rate proponents herein listed in Appendix A hereto are independent 
producers of natural gas engaged in the sale of natural gas in interstate com- 
merce for resale for ultimate public consumption, subject to the jurisdiction of 
the Commission and are therefore natural gas companies within the meaning 
of the Natural Gas Act. 

(2) The sales of natural gas by the rate proponents herein from the Hunton 
Lime Formation of the West Edmond Field to Cities Service pursuant to the 
rate schedules listed in Appendix A hereto are sales of natural gas in interstate 
commerce for resale for ultimate public consumption within the meaning of 
the Natural Gas Act. 

(3) The increased rates and charges, subject to the jurisdiction of the Com- 
mission, set forth in the various Supplements to the FPC Gas Rate Schedules 
listed in Appendix A hereto are just and reasonable, and these proceedings 
should be terminated. 

(4) It is appropriate that the rate proponents listed in Appendix A hereto 
retain all moneys collected under the rates and charges in effect under corporate 
undertakings since the dates the increased rates and charges became effective 
as also shown in Appendix A hereto, or with respect to Supplements 3, 4, 5, and 
6 to Atlantic Refining Company’s FPC Gas Rate Schedule No. 52 should be 
permitted to go into effect upon the filing of an appropriate motion by that 
company. 


The Commission orders: 


(A) The increased rates for natural gas proposed herein and contained in 
the rate schedules set forth in Appendix A hereto, are hereby approved. 

(B) The rate proponents listed in Appendix A hereto are hereby released 
from all obligations to make any refunds of the amounts of moneys collected 
under the rates and charges in effect under corporate undertakings since the 
dates such increased rates and cherges became effective as also shown in Appen- 
dix A hereto, and the corporate undertakings under which such moneys have 
been collected are hereby discharged, except that Supplements 3, 4, 5, and 6 to 
Atlantic Refining Company’s FPC Gas Rate Schedule No. 52, for which no mo- 
tion has been filed to make it effective subject to refund, shall be permitted to 
go into effect upon the filing of an appropriate motion by that company. 

(C) These proceedings are hereby terminated. 

Commissioner Connole dissenting. 


APPENDIX A 


Supple- FPC gas | Date supple- | Date made 
Company ment rate menis filed | effective by 
No. schedule (effective Commission 

Apr. 1, 1955) 


Pan American Petroleum esnvcec (formerly Stan- 
lind Oil and Gas Co.)- ‘ 

Sohio Petroleum Co--. 

Continental Oil Co---. 

Skelly Oil Co ‘ 

British-American Oil Production Co_- 

The Carter Oil Co 

Gulf Oil Corp 

The Atlantic Refining Co ‘ 

Anderson-Prichard Oil Corp -- 

West Edmond Oil Co 

Sunray Mid-Continent Oil Co 

Sunray Mid-Continent Oil Co.?. 


| Feb. 2,1955 | May 1, 1955 
Feb. 5 Do. 


~ 


WNWNIADAwWwoooreq 


91 | Mar. 1, 1955 Do. 
Feb. 28, 195: 55 | May 9,1955 
3 | do... | May 6, 1955 
as | May 1, 1955 
do ° 
Mar. 1, 1955 1 
Feb. 28,1955 | May 4, 1955 
do May 1,1955 
Feb. 21, 195: Do. 
Feb. 23, 1955 Do. 


Rad 
> 
’ 


1 Not effective. 
2 Formerly Mid-Continent Petroleum Corp. 
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KUYKENDALL, Chairman, concurring in the result: 

I concur in the result, as it is now clear that these rates should not have 
been suspended. 

Diespy, Commissioner, concurring : 

I concur in the results of the Commission’s order and opinion in this pro- 
ceeding and concur generally in what is said in this very forthright and real- 
istic approach to the problems involved. 

I do not believe that the Commission had legal authority to suspend these 
rates. In my opinion, the step-up in price did not constitute an increase under 
the Natural Gas Act or under the Commission’s rules and regulations. The 
step-up was a periodic change in price, expressly provided for in the original 
contract between the contracting parties, spelling out the exact amount of 
the increase and when and how it would become effective. The new price, in 
my opinion, is as much a part of the original rate or price as the earlier price 
provided in the contract. 

In the Commission’s order and opinion, it distinguishes the facts in this 
proceeding from those in the Union Oil case and other proceedings which were 
dismissed by the Commission. I feel that distinguishing between the issues 
and facts in these cases is unnecessary. 

Further, I have never quite agreed that we are bound by the strict languag 
of the City of Detroit case in rate considerations of independent producers 
and, even if we are, I feel that the Court, in the case of Mississippi River Fuel 
Corp. v. F. P. C., 252 F. 2d 619 (CADA), certainly indicated that it had not in- 
tended to require a full-blown rate case as a point of departure in considering 
rate levels for producers. 

CoNnNOLE, Commissioner, dissenting : 

The dilemmas, the frustrations, the contradictions inherent in the effort 
effectively to apply the classic rate-base-rate-of-return concept to the admin- 
istrative regulation of producers’ prices in a field with multiple ownership 
and control were never more apparent than here. And never have they been 
set out more clearly, nor has the issue of how we will dispose of them been 
delineated more sharply. 

For that reason, and because factually what majority says, of course, is 
entirely accurate, it is somewhat misleading to characterize my separate state- 
ment as a dissent. I differ, I do not dissent, in a matter of judgment only. 
My position, more properly, is that the reasoning of majority opinion does 
not lead inevitably to the conclusion that these rates in issue have been shown 
to be no more or less than just and reasonable. And, of course, Section 4 (a) 
says quite plainly that any rate or charge by a natural gas company “that is 
not just and reasonable is hereby declared to be unlawful.” As a result, I feel 
bound by the statute and by applicable principles of rate making not to find 
these rates lawful unless the record contains the affirmative showing that they 
are just and reasonable. While the record contains much that proves the diffi- 
culty in judging rates on a rate-base-rate-of-return basis, there is not enough, 
in my judgment, to prove that, as a corollary, the rates have been shown just 
and reasonable. Asa result the proceeding ought to be dismissed. 

Majority recognizes this problem on page 467, but for reasons whose per- 
suasive force I recognize but cannot follow, it reaches another result. I do 
not say the decision is categorically wrong. I do say the force of our primary 
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obligation to protect the consumer moves in the other direction, despite the 
force of the arguments to the contrary. Briefly, here is why I so conclude: 

Regardless whether these rates should have been suspended or not, they 
have been suspended and the order suspending their effectiveness and initiat- 
ing the investigation stated that we would be concerned with “the lawfulness 
of the said proposed changes.” As a result, we have no choice except to make 
a determination one way or the other whether they are lawful. Inevitably, 
this determination has been made, and inevitably it must have been based on 
some major premises; it must derive validity from some sound general prin- 
ciples of rate making. The Hope case bromide (it is the “result reached and 
not the method employed which is controlling”) has been cited as authority 
for a good many dubious propositions that could not be supported by logical 
analysis. However, I do not consider it stands for the proposition that the 
result itself need not be supported. My difficulty is finding that the reasons 
supporting the result here are appropriate or controlling. 

Perhaps the result is just and reasonable. The difficulty is in determining 
what tests we should apply to find out and in determining whether the tests 
have been applied properly in this instance. In my judgment this record will 
not permit us to find any stable, meaningful landmarks and majority, in dis- 
carding rate-base-rate-of-return as a will-of-the-wisp, does not suggest what it 
has substituted in its place. At least it has not done so with enough certainty 
that I can reach the conclusion that respondent has sustained its burden of 
showing these rates are just and reasonable and hence lawful. 

I believe the case should have been dismissed because the parties had failed 
to sustain their burden. While distinguishable on the basis of difficulty in 
“showing the applicability of a rate-base-rate-of-return, it is indistinguishable 
in that respondent has failed to show a compelling alternative. Accordingly, 
it should be disposed of as have many others in which the record suffered the 
same fatal defect. 

It has always seemed to me that whatever means are settled upon to demon- 
strate the justness and reasonableness of rates the starting point must recognize, 
in some way, the “costs, including capital costs, incurred in rendering the service 
of exploring for, finding, reducing to possession and delivering to a buyer, the 
mineral resource known as natural gas.” * For a more thorough discussion of my 
views on the applicability of so-called traditional rate making principles and 
the need for some consideration of revenue requirements for successful producer 
operation and regulation, see Georgetown Law Journal, Volume 44, No. 4, June, 
1956. It is enough for the purposes of this statement that I see no useful 
alternative suggested in this case to the use of the classic rate-base-rate-of-return 
method, whatever are the defects of that method. 

There are now pending several important and complete dockets in which the 
alternatives to the method rejected by majority are thoroughly canvassed. I 
prefer to await a record such as one in which I shall have ample and authorita- 
tive testimony and evidence before embracing one or the other, or abandoning all. 
Meanwhile, these rates should not be permitted to become effective, as it were, 
by default of respondent to prove its case one way and by default of ourselves 
to disprove it by any other. 


2 Hearings before House Committee on H. R. 6790, H. R. 6791, 85th Congress, First 
Session, p. 1585. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS EASTERN TRANSMISSION CORPORATION, DOCKET NOS. G-2503, 
G-9784, G-9785, G-9786 


TEXAS EASTERN-PENN JERSEY TRANSMISSION CORPORATION, 
DOCKET NO. G-9787 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 4, 1958) 


Texas Eastern Transmission Corporation (Texas Eastern) on March 12, 
1958, filed a petition to amend and modify paragraph (B) of the Commission’s 
order accompanying Opinion No. 296 issued October 9, 1956, 16 F. P. C. 27. 

The petition requests the Commission to amend the original authorization 
granted to construct and operate, among other things, approximately 5.5 miles 
of 10%-inch lateral line running from Texas Eastern’s meter station No. K-57 
to Public Service Electric and Gas Company’s Central Gas Works. This sales 
lateral was to have a capacity of approximately 90,000 Mcf per day and was 
estimated to cost $404,685. Texas Eastern requests that it be permitted to install 
a 12-inch lateral in lieu of the 10-inch authorized, but not yet installed. The 
installation of a 12-inch lateral would increase delivery capacity to approxi- 
mately 150,000 Mcf per day assuming inlet pressure of 500 psia and outlet pres- 
sure of 200 psia. 

The estimated cost of installation of the 12%4-inch line is $497,000, or $92,315 
more than the estimated cost of a 10%4-inch line. s 

Texas Eastern points out that Public Service desires the larger size lateral 
after a re-evaluation of the gas requirements in the area served by the Central 
Works (Sayreville, Sommerville, South Amboy and Jamesburg). A recent study 
indicates that the gas requirements in this area will be substantially increased 
over previous estimates. The area is presently being converted by Public Service 
from manufactured gas to natural gas. In addition, Texas Eastern states that 
the area is rapidly increasing in population density and pipeline construction 
is very expensive in comparison to construction in open country. It is, there- 
fore, deemed expedient that a lateral line of sufficient capacity to accommodate 
future expansion should be installed at this time in order to obviate the necessity 
for expensive construction to serve future anticipated increased gas require- 
ments in the area. 

The increased costs and operating expenses resulting from the larger installa- 
tion should not significantly affect Texas Eastern’s over-all cost of service and 
may prove more economical over the future. 

Notice of the petition to amend and modify, set forth above, has been served 
on all parties to this proceeding and no protest or other response thereto has 
been received in conformity with the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


It is appropriate in the circumstances and in the public interest that the 
order issued herein on October 9, 1956, granting a certificate of public convenience 
and necessity to Texas Eastern Transmission Corporation be modified as herein- 
after ordered. 


The Commission orders: 


(A) Paragraph (B) of the order of the Commission issued October 9, 1956, 
issuing a certificate of public convenience and necessity in Docket Nos. G—2503, 
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et al., be and the same is hereby amended to authorize the construction and 
operation of the facilities hereinbefore described in lieu of those previously 
authorized. 

(B) In all other respects the conditions respecting the issuance of and the 
exercise of the rights granted by said certificate of public convenience and 
necessity shall remain in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


POWER OF AUTHORITY OF THE STATE OF NEW YORK, 
PROJECT NO. 2000 


ORDER APPROVING PROJECT EXHIBIT 
(Issued April 4, 1958) 


On February 21, 1958, in compliance with Article 21 of its license for major 
Project No. 2000, Power Authority of the State of New York filed for Com- 
mission approval and inclusion in the license the following described project 
exhibit: 

Erhibit L: (FPC No. 2000-87) entitled “Wilson Road Dike Plan, Profile & 
Typical Sections.” 

Wilson Road Dike is a low dike 1190 feet long located in a saddle in the 
upper part of the reservoir area above the Long Sault dam. 

By letter dated January 20, 1958, the St. Lawrence River Joint Board of 
Ungineers, U. S. Section, approved the plans and specifications for construction 
of the Wilson Road Dike—which plans and specifications are identical with 
those shown in the above-described Exhibit L drawing. 

The Chief of Engineers, Department of the Army, has approved the plan 
of the dike insofar as the interests of navigation are concerned. 

The Commission finds: 

The above-described Exhibit L drawing conforms to the Commission’s rules 
and regulations and should be approved as part of the license for the project. 
The Commission orders: 

(A) The above-described Exhibit I. drawing is approved as part of the license 
for Project No. 2000. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 


Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this order. 


COLUMBIAN FUEL CORPORATION, DOCKET NO. G-—12487 


ORDER ADOPTING INITIAL DECISION OF PRESIDING EXAMINER ISSUING CERTIFICATE OF 
PUBLIC CONVENIENCE AND NECESSITY PURSUANT TO SECTION 7 (E) OF THE NATURAL 
GAS ACT 

(Issued April 7, 1958) * 


Syllabus 


1. Under the principles laid down in the Seaboard opinion and in the Signal 
ease, there is no substantial evidence to establish that applicant’s proposed 


*Initial decision appears on p. 482. 
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price is excessive or that a rate condition is otherwise required by the 
public convenience and necessity. P. 480. 

2. Commission issues certificate of public convenience and necessity to applicant 
under Section 7 of the Natural Gas Act. P. 481. 

Chairman KUYKENDALL and Commissioner StuEcK concurring. 

Commissioner ConNOLE dissenting. 

Frederic A. Collins, Frederick H. Stokes, and Harry J. Gerrity for Columbian 
Fuel Corp. 

M. C. Baldridge, R. K. Talbott, and J. M. Hill for United Fuel Gas Co. 

David 8. Lichtenstein for the staff of the Federal Power Commission. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 

On December 3, 1957, the presiding examiner issued his initial decision 
in this matter granting Columbian Fuel Corporation (Columbian), an inde- 
pendent producer of natural gas, a certificate of public convenience and neces- 
sity under Section 7 of the Natural Gas Act authorizing the sale of natural gas 
in interstate commerce for resale. The case is before us on exceptions to that 
decision filed December 19, 1957, by Commission staff counsel. 

Upon consideration of the evidence of record, the parties’ briefs, the presiding 
examiner’s decision, and the exceptions thereto, we find that the exceptions 
should be denied and the examiner’s decision adopted as the decision of the 
Commission. 

Applicant proposes to sell natural gas in interstate commerce for resale pur- 
suant to a 20-year gas purchase agreement entered into with the intervenor 
United Fuel Gas Company (United) on March 1, 1957, and amended by letter 
agreements dated March 27, 1957 and April 15, 1957. This contract covers the 
sale of natural gas from applicant’s interest in leases covering some 5,885.3 
acres in Pike County, Kentucky, and provides that United will purchase an 
estimated quantity of 5,260,051 Mcf of natural gas annually at a price of 26 
cents per Mcf at 15.325 psia. 

At the close of the hearing before the presiding examiner, counsel for 
Columbian advised the examiner that United would assign to the Atlantic 
Seaboard Corporation (Atlantic Seaboard) its right to buy natural gas from 
Columbian under said contract and the motion of counsel for Columbian to 
amend the application for a certificate to authorize a direct sale from Columbian 
to Atlantic Seaboard was granted. 

No party has opposed the granting of the application, as amended, except 
that staff counsel would have us certificate the sale only if a rate condition is 
attached to the certificate fixing a rate for the sale at no higher than 21 cents 
per Mcf. 

We are of the opinion that the certificate requested should be issued without 
any rate condition. The evidence relied on by staff counsel to support the 
condition is similar in kind and character to that discussed in our opinion No. 
309 in the Seaboard case* and is subject generally to the same infirmities and 
defects detailed there. Under the principles laid down in the Seaboard opinion 
and in the Signal case,* there is no substantial evidence to establish that appli- 
cant’s proposed price is excessive or that a rate condition is otherwise required 
by the public convenience and necessity. Likewise, there is no substantial evi- 
dence to support a finding that staff’s proposed condition is reasonable, within 

1Opinion No. 309, issued March 31, 1958, In the Matters of Seaboard Oil Company, 


Operator, Docket No. G—11970, et al., 19 F. P. C. 416. 
2 Signal Oil € Gas Co. v. F. P. O., 238 F. 2d 771 (CA 3), cert. den., 353 U. S. 923. 
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the meaning of Section 7 (e) of the Natural Gas Act. As we stated in the 
Seaboard case (19 F. P. C. 416, 423) : 


The proper administration of the Act demands a close adherence to the 
intended scheme of the statute; and the several objectives of the Act can 
best be achieved by following the channels specifically designed for the 
attainment of each. So that, although in a proper case the element of 
price may be considered in passing on a certificate application under the 
Act, the principal place for the consideration of matters of rate level is in 
rate proceedings. 


All contentions and exceptions not specifically disposed of here or in the 
presiding examiner’s decision have been considered but found lacking in sub- 
stantial support in evidence or a reasonable basis in law or are immaterial to 
the result reached and need not be dealt with separately. 


The Commission further finds: 


(1) Columbian Fuel Corporation is an independent producer engaged in the 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption, subject to the jurisdiction of the Commission, and is a natural-gas 
company within the meaning of the Natural Gas Act. 

(2) The sale of natural gas by Columbian hereinabove described, as more fully 
described in the presiding examiner’s initial decision and the amended appli- 
cation filed by Columbian, will be made in interstate commerce, subject to the 
jurisdiction of the Commission, and such sale, together with the construction and 
operation of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor, are subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(3) Columbian is able and willing to do the acts and to perform the services 
proposed and to conform to the provisions of the Act and to the requirements, 
rules and regulations of the Commission thereunder. 

(4) The proposed sale by Columbian, together with the operation of any 
facilities subject to the jurisdiction of the Commission necessary therefor, are 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the terms and conditions 
set forth in paragraphs (a), (b), (ec) (3) and (e) of Section 157.20 of the 
Commission’s Regulations under the Natural Gas Act attach to the issuance of 
the certificate to Columbian and to the exercise of the rights thereunder, and 
that the sale of gas shall be actually undertaken and regularly performed by 
Columbian within 60 days from the date of issuance of this order. 


The Commission orders: 


(A) A certificate of public convenience and necessity is hereby issued author- 
izing Columbian Fuel Corporation to make the sale of natural gas to Atlantic 
Seaboard Corporation proposed herein as set forth in its application as amended. 

(B) The certificate issued in (A) hereof shall be accepted in writing and 
under oath by a responsible officer of Columbian, and the following conditions 
shall attach to the issuance of the certificate granted herein and to the exercise 
of the rights thereunder. 

(1) Columbian shall, within 60 days of the date of issuance of this order, file 
with the Commission in form and substance satisfactory to the Commission, the 
instrument of assignment by United Fuel Gas Company of the gas purchase 
contract between United and Columbian to United’s affiliate Atlantic Seaboard 
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Corporation; and such assignment shall be without charge or cost to Atlantic 
Seaboard, or without limitation or condition thereon. 

(2) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the certificate issued under paragraph (A) 
above and to the exercise of the rights thereunder. The sale of gas shall be 
actually undertaken and regularly performed by Columbian within 60 days 
from the date of issuance of this order. 

(C) The grant of the certificate to Columbian herein shall not be construed 
as a waiver of the requirements of Section 4 of the Natural Gas Act, or of 
Section 154 of the Commission’s Regulations thereunder, requiring the filing of 
rate schedules for the services herein authorized, and is without prejudice to 
any findings or orders which have been or may hereafter be made by the Com- 
mission in any proceeding now pending or hereafter instituted by or against 
Columbian. Further, our action in this proceeding shall not foreclose nor 
prejudice any future proceedings or objections relating to the operation of any 
price or related provision in the gas purchase contracts herein involved. 

(D) Consistent with the foregoing, the presiding examiner's initial decision 
issued herein on December 3, 1957, is adopted as the decision of the Commission 
as of the date of issuance of this order, and the exceptions thereto are hereby 
denied. 

Chairman Kuykendall and Commissioner Stueck concurring in conformity 
with their statements issued with Opinion No. 309, In the Matter of Seaboard 
Oil Company, Operator, et al., docket No. G-11970, et al. 

Commissioner Connole dissenting. 

CoNnNOLE, Commissioner, dissenting : 

This record contains insufficient evidence on which to base a finding that the 
public convenience and necessity has been shown to require the sale for which 
authority is sought at the proposed price level. Adequate and persuasive evi- 
dence is in the record showing at what price a typical new sale in the area might 
be expected to be made. There is insufficient evidence why this particular sale 
should be made at a price level significantly higher than this level. 

For reasons fully set forth in my separate statement in Re Seaboard Oil Com- 
pany, Operator, Docket No. G—11970, Opinion No. 309, issued March 31, 1958, I 
am of the opinion that the provisions of the Natural Gas Act do not permit us 
to certificate this sale at this proposed price level without a price condition on 
this record as it now exists. Accordingly, I dissent from the action of my 
brothers in this proceeding. 


DECISION 


UPON AN APPLICATION FOR A DISCLAIMER OF JURISDICTION, OR, IN THE ALTERNATIVE, 
FOR A CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY UNDER SECTION 7 OF 
THE NATURAL GAS ACT 


(Issued December 3, 1957) 


WoopaL., Presiding Examiner: On April 29, 1957, Columbian Fuel Corporation 
(Applicant) filed an application under Section 7 of the Natural Gas Act, as 
amended, for a certificate of public convenience and necessity as an “independent 
producer” pursuant to Federal Power Commission Order No. 174-B for the sale 
of natural gas to United Fuel Gas Company or in the alternative for disclaimer 
of jurisdiction. The Commission has held that it has jurisdiction of sales by 
independent producers of the type here involved. The disclaimer of jurisdiction 
is denied and the application for a certificate is before us. 
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Applicant proposes to sell natural gas in interstate commerce for resale, pur- 
suant to a 20-year gas purchase agreement entered into with United Fuel Gas 
Company (United) on March 1, 1957, as amended by letter agreements dated 
March 27, 1957 and April 15, 1957. Said contract covers the sale of natural gas 
from Applicant’s interest in leases covering some 5,885.3 acres in Pike County, 
Kentucky, and is on file with the Commission, designated as Applicant’s FPC 
Gas Rate Schedule No. 29. The aforesaid contract provides that United will 
purchase an estimated quantity of 5,260,051 Mcf of natural gas annually at a 
price of 26¢ per Mef at 15.325 psia. 

By notice dated September 20, 1957 the application was set for formal hearing 
commencing on the 24th of October, 1957 and concluded on the 8th of November, 
1957. 

United’s petition for leave to intervene was granted by Commission Order 
issued October 18, 1957. United supported the application. No party has op- 
posed the granting of the application, as amended, but the Staff would grant it 
only providing a rate condition is attached fixing a rate no higher than 21¢ 
per Mcf. 

As the briefs point out the original application sought permission to sell gas 
te United, but United’s counsel announced in open hearing (T. 313) that United 
would assign the contract here involved to another wholly-owned subsidiary of 
the Columbia Gas System, Inc. (Columbia System), namely, Atlantic Seaboard 
Corporation (Seaboard). The Applicant stated it had no objection (T. 313) to 
the assignment and moved (T. 335) to conform the pleadings to the proof and 
specifically with leave of the purchaser, United, to assign to Seaboard the con- 
tract to purchase the gas here involved directly from the Applicant. By such 
action the application was amended so that the authorization now sought is to 
sell gas to Seaboard rather than to United.’ 


1 Before the amendment of the application and agreement by United to assign the subject 
gas purchase agreement to Seaboard, the proposal involved purchase by United from the 
Applicant at 26 cents per Mcf of the gas here involved but delivery by the Applicant 
directly into Seaboard’s facilities with sale by United to Seaboard at United’s rates effective 
July 14, 1957 (Fifth Revised Volume No. 1 of United’s FPC Gas Tariff), which United 
testified would cost Seaboard (and its customers) 43 cents per Mcf (Exhibit 8—Rates 
Applicable to wholesale sales by United for Resale). and which would mean on an annual 
basis calculated at the contractual load factor of 72 percent a cost to United for this gas 
from the Applicant of $1,367,614 and a cost for the same gas to Seaboard of $1.912.570 
resulting in an intercompany annual profit to United from its affillate Seaboard (withont 
any known or shown cost to United) of $544,956 or for 20 years at that rate a Columbia 
System inter-affiliate company profit of $10,899,120 (Exhibit 9). This cost of gas would 
then, of course. affect Seaboard’s cost of service and rates. Exhibit 19 supplied the 
summary of cost of gas purchased by United Fuel Gas Company for natural gas which was 
delivered into Atlantic Seaboard Corp. 20’’ pipeline by the local supplier without entering 
any pipeline facility of United, and estimated revenue received for such gas during years 
1945 through 1956. Counsel for the Columbia System strenuously argued that intercom- 
pany write-ups of this type have been authorized many times in the past and that 
Columbia System company rates affected by such write-ups have been approved in the past. 
(T. 24, 144-152). Exhibit 11, shows the volume of these affiliate transfers of gas between 
United and Seaboard since 1947. 

The United States Court of Appeals for the District of Columbia Circuit in No. 13,199, 
April Term, 1957. Filed September 19, 1957, entitled Mississippi River Fuel Corporation, 
Petitioner v. Federal Power Commission, Respondent, United Gas Pipe Line Company, 
Intervener, 252 F. 2d 619, had something to say about affiliate profits contrasted to arm's- 
length transactions: “If the United-Union increases were bona fide increases in costs 
incurred by Union in acquiring gas, that would be one thing; but, if they were merely 
a device for siphoning potential profits from one affiliate to another, for transferring 
amounts from an advantage to customers to an advantage for stockholders, that is another 
thing.” 
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There is uncontroverted evidence to support the findings and conclusions that 
Applicant is able and willing properly to do the acts and to perform the service 
proposed and to conform to the provisions of the Act and the requirements, rules, 
and regulations of the Commission thereunder, and that the proposed service, 
sale, and operation, to the extent authorized by the certificate, is or will be re- 
quired by the present or future public convenience and necessity, except that 
whether the public convenience and necessity may require the attaching of a rate 
condition such as the Staff recommends is controverted. 

This controversy is the single remaining issue to be resolved. This decision 
resolves it on the principles laid down In the Matters of Anthony J. Tamborello, 
et al., Docket Nos. G-3045, et al. It is, therefore, found and concluded that no 
rate condition is required by the public convenience and necessity, and that 
public convenience and necessity requires the certification of the proposed sale by 
the Applicant to Seaboard. 

This finding and conclusion does not purport to mean that the proposed rate 
is the just and reasonable rate, as this proceeding and the evidence adduced do 
not either r ise or answer such rate determination issue. It does say that the 
proposed rate does not bar the finding of public convenience and necessity in 
this proceeding, and that justness and reasonableness of the rate should be put at 
issue and determined when deemed proper by an investigation under proper 
statutory provisions. The evidence adduced here is clearly not of the character 
heretofore required by the Commission for the determination of just and reason- 
able rates. 

The Staff’s reliance upon the Commission’s action in the Signal Oil and Gas 
Company case and the court’s decision therein (238 F. 2d. 771, cert. den. 353 
U. S. 923) has been noted. This decision does not follow that precedent rather 
than the Tamborello precedent because there are not shown to exist any of the 
operative and decisive facts and effects which the Commission pointed out as 
determinative in the Signal Oil Case. 

This decision does not rest upon the adoption of the arguments of counsel in 
either brief; although if it were necessary or proper to rely upon comparability, 
the Applicant’s evidence represents the heavy preponderance. There can be 
little reasonable doubt that gas in this area under free competition calls for a 
market price approximating the 26 cents per Mcf here involved. But the Com- 
mission has said that market price is not determinative of just and reasonable 
rates. The attack upon the reality of arm’s-length bargaining is without any 
support in the record. 

The assignment of the gas purchase contract here involved by United to Sea- 
board without charge or cost to Seaboard and without limitation or condition 
(“as is”) is a basic condition of this decision. The evidence thereof is required to 
be filed in due course in form and substance satisfactory to the Commission. The 
order will be so conditioned. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission, that: 
(A) A certificate of public convenience and necessity be, and the same hereby 
is, issued authorizing Columbian Fuel Corporation, the Applicant herein, to 
make the sales of natural gas to Atlantic Seaboard Corporation proposed herein 
as set forth in the application, as amended. 

(B) The certificate issued in (A) hereof shall be accepted in writing, and 
under oath, by a responsible officer of the Applicant, and the following conditions 
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shall attach to the issuance of the certificate granted herein, and to the exercise 
of the rights thereunder: 

(1) The instrument of assignment of the gas purchase contract between 
United Fuel Gas Company and the Applicant by United Fuel Gas Company to its 
affiliate Atlantic Seaboard Corporation without charge or cost to Atlantic Sea- 
board Corporation and without limitation or condition upon Atlantic Seaboard 
Corporation shall be filed with the Commission within 60 days after the date of 
issuance of this decision, in form and substance satisfactory to the Commission; 
and 

(2) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3) and (e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act. The sale of gas shall be actually undertaken and regularly performed 
by Applicant within 60 days from the issue date of this decision. 

(C) The grant of the certificate to Applicant herein shall not be construed as 
a waiver of the requirements of Section 4 of the Natural Gas Act, or of Section 
154 of the Commission’s Regulations thereunder, requiring the filing of rate 
schedules for the services herein authorized, and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commission 
in any proceeding now pending or hereafter instituted by or against Applicant. 
Further, our action in this proceeding shall not foreclose nor prejudice any 
future proceedings or objections relating to the operation of any price or related 
provision in the gas purchase contracts herein involved. 

Emery J. WoopAatt, Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CUMBERLAND AND ALLEGHENY GAS COMPANY, DOCKET NO. G—12250 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING ABANDONMENT OF FACILITIES 


(Issued April 7, 1958) 


Cumberland and Allegheny Gas Company (Applicant) is a West Virginia 
corporation and a subsidiary of The Columbia Gas System, Inc. It is authorized 
to do business in the States of West Virginia and Maryland and has its principal 
place of business in Pittsburgh, Pennsylvania. Applicant filed on March 18, 1957 
an application pursuant to Section 7 of the Natural Gas Act for a certificate of 
public convenience and necessity authorizing it to construct and uvperate certain 
proposed natural gas facilities and for permission to abandon certain other 
facilities, as hereinafter described. 

Applicant proposes to construct and operate approximately 1.03 miles of 12-inch 
transmission pipeline in the community of LaVale, Allegheny County, Maryland, 
and in connection therewith to abandon approximately 910 feet of 10-inch line 
and 4670 feet of 8-inch line which said construction is proposed to replace. 

The purpose of the proposed construction is to enable Applicant to make its 
estimated maximum deliveries in the Cumberland, Maryland area in the winter 
of 1957-1958 and thereafter. This area includes the City of Cumberland, Mary- 
land, the suburban areas immediately adjacent to the City of Cumberland in 
the States of Maryland and West Virginia and communities lying along Appli- 
ecant’s transmission line No. 8002 extending north of the City of Cumberland to 
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the Pennsylvania-Maryland state line. 
of the following cities and communities: 


More specifically, the area is comprised 


Allegheny County, Maryland (Cumberland) : 


SPIE NN scssesiccacn cscs pd gona eneiekenmcemnagencenentagedhGaaiim No. 6 
FI iiss sccapecehateceiv cicscrmcnsraoreesibanenakaewus datirtuaapaaiianidii No. 23 
SII sinc sactes ocitorstas serenigerancitcs snc lass ceencanares cin ieagrbeniauainas aimmingiete No. 29 
INI ca calibre cess cae Guin dune aaa aiesaiekecidleguanelaiaicindiags Ueelaviegha No. 21 
FA ica cnc acdecomennsne cicdhs cede stein eeacinns ggeo ena asliaaad No. 5 
MI ices tssssacisceeas gcse die sec acerca abeaiguialila No. 20 


North Branch 
Mineral County, West Virginia (Frankfort District) : 
Ridgeley 


Applicant estimates the natural gas requirements of the Cumberland area as 
follows: 


Year of service | Annual Mef | Maximum 
day Mef 


, 554, § 19, 815 
po asenebecwsanenneseninastoncses 20, 064 


Applicant receives its principal supply of gas for this area from its affiliate, 
The Manufacturers Light and Heat Company, at Manufacturers’ State Line 
Compressor Station. Applicant’s Line No. 8002 runs south from this point to 
a connection with Applicant’s Line No. 8000. 

Applicant estimates that 17,324 Mcf of natural gas must be transported in 
Line No. 8002 on a maximum winter day of the 1957-1958 winter to supply the 
Cumberland area requirements and that said line has insufficient capacity to 
deliver said volumes. Line 8002, at the present time, has a pressure limitation 
of 125 psig. Applicant plans to test and upgrade said line to carry a maximum 
pressure of 225 psig from the state line connection south to the community of 
LaVale. Because of its location, the section of 1.06 miles of said line within 
this thickly settled community is proposed to be replaced by the above described 
construction as a safety measure. This portion of said line will be utilized by 
Applicant as part of its distribution system in LaVale. 

No customers will be deprived of service as a result of the proposed aban- 
donment. 

Applicant estimates the total cost of constructing the proposed facilities will 
be $64,000. This will be financed from funds on hand. 

Applicant shares in the gas supply available to The Columbia Gas System, Inc., 
which appears to be reasonably adequate to meet estimated future requirements, 
including the proposed service. 

Temporary authorization was granted by the Commission on August 21, 1957 
to Cumberland and Allegheny Gas Company to construct and operate the facilities 
described in its application herein. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
March 26, 1958, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the ap- 
plication has been received. Staff Counsel moved orally at the hearing that the 
intermediate decision procedure be onritted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 
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The Commission finds: 


(1) Cumberland and Allegheny Gas Company, a West Virginia corporation 
and a subsidiary of The Columbia Gas System, Inc., having its principal place 
of business in Pittsburgh, Pennsylvania, is a “natural-gas company” within the 
meaning of the Natural Gas Act as heretofore found by the Commission in its 
order of December 28, 1943 in Docket No. G-387 (4 F. P. C. 472). 

(2) The facilities proposed to be constructed, as hereinbefore described, and 
as more fully described in the application, are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as an integral part of Applicant’s existing pipeline system, and 
the construction and operation thereof by Applicant, are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
to the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (ec) (1), (ec) (8), (ec) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act, should 
attach to the certificate hereinafter issued and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities 
authorized by this order shall be completed and in actual operation should be 
fixed at six months from the date on which this order issues. 

(6) The facilities proposed to be abandoned as hereinbefore described, are 
used in the transportation and sale of natural gas in interstate commerce subject 
to the jurisdiction of the Commission and such abandonment is subject to the 
requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(7) The proposed abandonment of the facilities for the purposes requested 
are required by the public convenience and necessity, and permission and 
authorization therefor should be granted as hereinafter ordered. 

(8) Staff Counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30 (c) (1) of 
the Commission’s Rules of Practice and Procedure having been satisfied, sufficient 


cause exists for the Commission forthwith to render its final decision in the 
instant proceeding. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Cumberland and Allegheny Gas Company authorizing it to construct 
and operate the facilities hereinbefore described, all as more fully described in 
the application, for the transportation of natural gas as therein set forth, subject 
to the jurisdiction of the Commission upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant and the general terms and conditions set forth in 
paragraphs (a), (b), (ec) (1), (ec) (8), (ec) (4) and (e) of Section 157.20 of the 
Commission's Regulations under the Natural Gas Act shall attach to the issuance 


of the certificate granted in paragraph (A) hereof, and to the exercise of the 
rights granted thereunder. 
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(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as proided by paragraph (b) is hereby 
fixed at six months from the date on which this order issued. 

(D) Permission and approval be and is hereby granted to Cumberland and 
Allegheny Gas Company to abandon the facilities as hereinbefore described. 

(E) Applicant shall notify the Commission of the date of abandonment of 
the facilities within 10 days of the date thereof. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NORTHERN UTILITIES COMPANY, DOCKET NO. G-13958 


FINDINGS AND ORDER AUTHORIZING ABANDONMENT OF FACILITIES AND DISMISSING 
RELATED APPLICATION 


(Issued April 7, 1958) 


On December 17, 1957, Northern Utilities Company (Applicant), a Wyoming 
corporation, with its principal place of business at Casper, Wyoming, filed an 
application * for authorization to abandon certain facilities, subject to the juris- 
diction of the Commission and a “disclaimer of jurisdiction” * by the Commission 
over the construction of certain proposed natural gas facilities in Wyoming, more 
fully described below, which when completed, will (1) enable Applicant to sepa- 
rate its existing interstate transmission system into jurisdictional and non-juris- 
dictional pipelines and increase its receipt of supplies* from Pan American 
Petroleum Company under a recently executed contract, all as more fully set 
forth in the application. 

It appears that Applicant at present operates an integrated pipeline system 
(Casper-Glenrock), wholly within the State of Wyoming, which transports gas 
about 100 miles from several interconnected producing areas (Beaver Creek 
Field and Sand Draw Field) located in Fremont County, Wyoming, for delivery 
to several communities in Wyoming, including Casper and Glenrock. In addi- 
tion to the local distribution of natural gas, Applicant also transports gas in 
interstate commerce for North Central Gas Company (North Central)‘ through 
the aforementioned system. 

The application also indicates that Applicant owns and operates two other 
isolated natural gas systems in addition to the Casper-Glenrock system, all located 
in the State of Wyoming, which may briefly be described as follows: 

1. The Rock Springs system located in Sweetwater County, Wyoming, which 
extends from the Baxter Basin Field in Sweetwater County, Wyoming, to the 
City of Rock Springs, Sweetwater County, and a natural gas distribution system 
within said City. 


1 As amended on February 12, 1958. 

2The application, in haee verba, states that “althongh this application requests a 
certificate of public convenience and necessity authorizing the construction of approx!i- 
mately 60 miles of pipeline for the purpose of looping and relocating portions of its existing 
pipeline in Wyoming, and the installation of additional compressor horsepower, or a@ 
disclaimer of jurisdiction, Applicant does not request authority to operate the facilities 
proposed to be constructed, because such facilities, inter alia, when placed in operation 
will be used only in intrastate commerce, and therefore, would be exempt from Commission 
jurisdiction under Section 1 (c) of the Act.” 

* To be dedicated entirely to intrastate customers. 

“Applicant at present delivers certain quantities of gas to North Central at Glenrock, 
from which point North Central transports the gas across the state line into Nebraska. 
This gas is purchased by North Central from Sinclair Oil Company in the Sand Draw 
Field and received into Applicant’s system for the account of North Central. 
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2. The Riverton-Lander system located in Fremont County, Wyoming, consist- 
ing of approximately 37 miles of 6-inch pipeline and 28.45 miles of 4-inch pipeline 
extending from the Sand Draw Field in Fremont County, Wyoming, to the com- 
munities of Riverton, Lander, Hudson, Ethete, Wind River and Ft. Washakie, 
all in Fremont County, Wyoming, and natural gas distribution systems in said 
communities. 

The Casper-Glenrock system consists of (1) a “south” line which Applicant 
seeks to abandon from service in interstate commerce but which it intends to 
devote entirely to intrastate transportation after the construction of proposed 
new looping facilities and (2) a parallel “north” line or “old” line which Appli- 
cant proposes to continue in service for interstate transportation for North Cen- 
tral, subject to the jurisdiction of the Commission. 

Applicant’s estimates for its markets, which are entirely in Wyoming, indicate 
that increased quantities of gas will be needed in the future beyond the capacity 
of the existing Casper-Glenrock system. Applicant desires to expand this system 
and purchase additional gas from its existing supplier, Pan American Petroleum 
Company, in the Beaver Creek Field in Fremont County to satisfy its Wyoming 
markets. The application further shows that Pan American will sell the addi- 
tional gas to Applicant under a revised agreement which can become effective 
only if Pan American’s gas will not flow outside of Wyoming. 

Accordingly, Applicant filed the subject application for authorization to aban- 
don its “south” line entirely from interstate transportation and then expand it, 
as proposed, and for all practical purposes divorce the “north” and “south” lines 
through rearrangements of existing facilities in its processing plant and com- 
pressor station in the Sand Draw Field in Fremont County and other changes 
in its system near Casper. Pan American’s gas will then flow only in the “south” 
or intrastate system, along with other gas purchased by Applicant, and North 
Central’s gas (going interstate) will flow entirely in the “north” or “old” system. 

Applicant proposes to provide facilities at its Sand Draw plants so that some 
of its gas may be transported in the north line along with North Central’s gas, but 
such volume will be taken from the interstate system at Casper and consumed 
at that location. 

Under normal conditions, no Pan American gas will be delivered to North Cen- 
tral by Applicant. In emergencies, Pan American gas could be delivered to North 
Central by means of emergency interconnections between the “north” and “south” 
lines. The contract with Pan American provides that the volume so delivered 
in emergencies shall always be less than the volumes delivered by North Central 
te consumers in Wyoming. Thus, volumes attributable to Pan American would 
not be consumed outside of Wyoming. 

Applicant proposes to construct and operate the following facilities designed 
to handle only gas for intrastate transportation and distribution: 

Project #1 

34.4 miles of 16-inch pipe to loop two sections of Applicant’s south line, extend- 
ing from the Sand Draw Field easterly and terminating in Natrona County, 
Wyoming. 

Project #2 

12.0 miles of 654 inch pipe extending northwesterly from the Beaver Creek 
Field in Fremont County to join the existing Riverton-Lander intrastate trans- 
mission line at a point approximately five miles southwest of Riverton. 

Project #38 

614 miles of 854 inch pipe which will, when added to present pipe, loop the 
Beaver Creek-Sand Draw line for 7.83 miles, all in Fremont County. This will 
carry the Pan American gas into the south line. 
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Project #4 

8%4 miles of 12% inch pipe looping the existing south line around the City of 
Casper, Natrona County. 

Project #5 

Relocation of the Casper City regulator and meter station. 

Project #6 

An additional 540 horsepower compressor unit at an existing station near 
Evansville, outside Casper, in Natrona County on the proposed intrastate system. 

As corollary parts of the above pipeline projects, Applicant plans to build 
and relocate pipes, valves and appurtenances in its Beaver Creek and Sand Draw 
plants. 

In addition to requesting the disclaimer of jurisdiction by the Commission over 
the proposed new facilities on the Casper-Glenrock system, Applicant also 
requests disclaimer of jurisdiction over the following: 

(1) South Baxter-Rock Springs system in Sweetwater County, Wyoming 

(2) Riverton-Lander system in Fremont County, Wyoming 

(3) Sand Draw-Glenrock “south” line (including the proposed new facilities) 
as previously described. 

These systems will be operated entirely for intrastate transportation with 
no gas handled by such systems being consumed outside of Wyoming. Applicant 
represents that with the exception of the transportation rate for North Central, 
the Wyoming Public Service Commission regulates the rates, services and above 
facilities of Applicant. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 31, 1958, respecting the matters involved in and the issues presented by 
the applications. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.80 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Northern Utilities Company, is engaged in the transportation of 
the natural gas in interstate commerce and, therefore, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order in Docket No. G-381 (3 FPC 926). 

(2) The facilities proposed to be abandoned are used for the transportation of 
natural gas in interstate commerce, as integral parts of Applicant’s existing 
pipeline system, and are subject to the requirements of Section 7 (b) of the 
Natural Gas Act. 

(3) The new facilities proposed to be constructed by Applicant, together with 
the facilities proposed to be abandoned, will be devoted entirely to intrastate 
transportation, and therefore, such facilities are not subject to the jurisdiction 
of the Commission. 

(4) Public convenience and necessity permit the abandonment of the facilities 
as proposed in the application. 

(5) Insofar as the application requests authorization for a certificate of public 
convenience and necessity to construct the proposed new facilities, said applica- 
tion should be dismissed, since the Applicant shows that it will not be engaged 
in the transportation or sale of gas in interstate commerce through the facilities 
proposed to be constructed, but rather, that Applicant will dedicate such facilities 
entirely to intrastate transportation. 

(6) In view of the fact that the Commission has not previously asserted, and 
does not now assert jurisdiction over the South Baxter-Rock Springs system or 
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the Riverton-Lander system of Applicant, and since it appears that such facilities 
are used only in intrastate commerce, an express disclaimer of jurisdiction, or 
declaration of “exemption” from the jurisdiction of the Commission is unneces- 
sary and the request therefore should be dismissed. 

(7) A request during the public hearing by staff counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) Permission and approval of the abandonment by Applicant of the facilities 
and service hereinbefore described, all as more fully described in the application 
in this proceeding, be and the same is hereby granted. 

(B) Insofar as the application requests a certificate of public convenience 
and necessity authorizing the proposed new construction, said application is 
hereby dismissed in accordance with Finding No. 5. 

(C) Applicant’s request for disclaimer of jurisdiction over its South Baxter- 
Rock Springs and Riverton-Lander systems be and it hereby is dismissed in 
accordance with Finding No. 6. 

(D) Applicant shall report to the Commission in writing, under oath, the 
effective date of the abandonment of facilities described in the application, 
within 10 days of the date thereof. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, ET AL., DOCKET 
NO. G-13868 ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 


(Issued April 7, 1958) 


On December 6, 1957, Texas Illinois Natural Gas Pipeline Company (Texas 
Illinois), a Delaware corporation, having its principal place of business in Chi- 
eago, Illinois, filed in Docket No. G—13868, an application for a certificate of 
public convenience and necessity, pursuant to Section 7 (c) of the Natural 
Gas Act, authorizing the construction and operation of a 2-inch tap on its exist- 
ing 30-inch main transmission pipeline in Harris County, Texas, and approxi- 
mately one-half mile of 4-inch lateral supply pipeline to extend from a point 
of connection with the aforesaid proposed tap to a proposed meter station to 
be installed by Texas Illinois in Joyce Richardson Field in Harris County, in 
order to purchase and transport natural gas produced in said field by Christie, 
Mitchell and Mitchell Co. (Christie), Agent, et al., all subject to the jurisdiction 
of the Commission, as more fully set forth in the application. 

o * ” * * + * 

The estimated total initial cost of the facilities proposed to be constructed by 
Texas Illinois is $21,600, which cost is to be financed from company funds. The 
gas sales contract involved herein provides that Texas Illinois will deduct 1¢ 
per Mcf from the effective rate for the sale until such time as deliveries total 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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1,000 MMcf as a contribution to Texas Illinois of $10,000 toward the cost of 
constructing the above-described facilities. 
+ * * * * @ . 

Temporary authorizations have been granted to Texas Illinois on January 81, 
1958, to construct and operate the facilities proposed in its application filed in 
Docket No. G-13868 and to Christie, et al., to sell natural gas in interstate com- 
merce to Texas Illinois as proposed in Docket No. G—13809. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 27, 1958, respecting the matters involved in and the issues presented by 
the applications. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Texas Illinois Natural Gas Pipeline Company, is engaged in 
the transportation of natural gas in interstate commerce, and the sale in inter- 
state commerce of such gas for resale, and therefore, is a “natural-gas company” 
within the meaning of the Natural Gas Act and subject to the provisions thereof 
as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in the 
application in Docket No. G—13868, which are proposed to be constructed and 
operated by Texas Illinois as an integral part of its existing natural gas pipe 
line system will be used in or for the transportation of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and therefore, the 
construction and operation of said facilities by Texas Illinois are subject to the 
requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The proposed construction and operation of facilities by Texas Illinois 
as hereinbefore described and as more fully set forth in the application are 
required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(4) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act should at- 
tach to the issuance of the certificate to Texas Illinois and to the exercise of 
the rights granted thereunder, and that the time within which construction 
of facilities authorized by this order should be completed and said facilities 
should be placed in operation should be fixed at 6 months from the date on which 
this order issues. 
* 














. os 





* * « * 











(7) Applicants are able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

t * ~ + 





(9) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Texas Illinois Natural Gas Pipeline Company to construct 


























FEDERAL POWER COMMISSION 493 


and operate the facilities and to transport natural gas as heretobefore described, 
all as more fully described in the application in this proceeding upon the terms 
and conditions of this order. 


2 * + * * * * 


(D) There shall attach to the issuance of the certificate granted in paragraph 
(A) hereof and to the exercise of the rights granted thereunder, the general 
conditions applicable to certificates as set forth in subparagraphs (a), (b), (c) 
(3), (c) (4) and (e) of Section 157.20 of the Commission’s regulations under 
the Natural Gas Act. 

(E) The construction of the facilities by Texas Illinois as authorized in para- 
graph (A) shall be completed and placed in operation within 6 months from 
the date of issuance of this order. 

(F) The certificates issued to Applicants herein are not transferable and 
shall be effective only so long as they continue the acts or operations hereby au- 
thorized in accordance with the provisions of the Natural Gas Act and the ap- 
plicable rules, regulations and orders of the Commission thereunder. 


> * A a * + 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, ET AL., DOCKET 
NO. G—13834, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY*® 


(Issued April 7, 1958) 


On December 2, 1957, Transcontinental Gas Pipe Line Corporation (Transco), 
a Delaware corporation, having its principal place of business in Houston, Texas, 
filed in Docket No. G—13834, an application for a certificate of public convenience 
and necessity, pursuant to Section 7 (c) of the Natural Gas Act, authorizing the 
construction and operation of natural gas facilities as hereinafter described, 
subject to the jurisdiction of the Commission, all as more fully described in the 
application. 


: * * . « * * 


Transco proposes to construct and operate approximately 23.33 miles of 8-inch 
and 6-inch lateral supply pipeline and four purchase meter stations with ap- 
purtenances, including separators, in order to purchase and receive natural gas 
produced in (1) the South Pleasanton area by Mosbacher, Operator, et al., and 
(2) in the Pleasanton area by Lone Star, all in Atascosa County, Texas. The 
8-inch segment of the aforementioned proposed lateral pipeline will extend from 
a point of connection with Transco’s 16-inch West Big Foot Lateral—D* located 
approximately 5 miles south of Charlotte, in Atascosa County, Texas, and will 
extend easterly approximately 20.91 miles to a point in the South Pleasanton 
area, and the 6-inch segment will continue eastward therefrom approximately 
2.42 miles to a point in the Pleasanton area. Two of the four separators and 
meter stations will be connected to said line by 4-inch laterals totaling approxi- 
mately 0.82 mile. 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
t Authorized in Docket No. G—12059 and presently under construction. 
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The estimated total initial cost of the above proposed facilities is $705,000, 
which cost will be financed initially through temporary bank loans. Permanent 
financing will be arranged as part of an over-all financing program. Transco 
anticipates that funds for 60 percent of the cost of the new facilities will be 
obtained from the sale of first mortgage bonds and the remainder from the sale 
of debentures and/or equity securities or from Transco’s general funds. 






. 








Temporary authorizations have been granted on February 3, 1958 (1) to 
Transco to construct and operate the proposed facilities described in its appli- 
eation in Docket No. G—13834, and (2) to Lone Star to sell natural gas in inter- 
state commerce to Transco as proposed in Docket No. G-13907 and (3) to Mos- 
bacher to sell natural gas in interstate commerce to Transco as proposed in 
Docket No. G—13821. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on 
March 27, 1958, respecting the matters involved in and the issues presented by 
the applications. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Transcontinental Gas Pipe Line Corporation, is engaged in the 
transportation of natural gas in interstate commerce and the sale in interstate 
commerce of such gas for resale, and therefore, is a “natural-gas company” 
within the meaning of the Natural Gas Act and subject to the provisions thereof 
as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in the appli- 
eation in Docket No. G—13834, which are proposed to be constructed and operated 
by Transco as an integral part of its existing natural gas pipeline system, will 
be used in or for the transportation of natural gas in interstate commerce 
subject to the jurisdiction of the Commission, and therefore, the construction 
and operation of said facilities are subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) The proposed construction and operation of facilities by Transco, as here- 
inbefore described and as more fully set forth in its application, are required 
by the public convenience and necessity, and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(4) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (ce) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natura! Gas Act, should 
attach to the issuance of the certificates to Transco and to the exercise of the 
rights granted thereunder, and that the time within which construction of facili- 
ties authorized by this order should be completed and said facilities should be 
placed in actual operation should be fixed at 6 months from the date on which 
this order issues. 


~ * + 








* * 











(7) Applicants are able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 
* 








* 





* * + s 





* 
(9) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 





































FEDERAL POWER COMMISSION 495 


Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Transcontinental Gas Pipe Line Corporation to construct 
and operate the facilities and to transport natural gas as hereinbefore described, 
all as more fully described in the application in this proceeding upon the terms 
and conditions of this order. 


* * * * “ * * 


(D) There shall attach to the issuance of the certificate granted in paragraph 
(A) hereof and to the exercise of the rights granted thereunder, the general 
conditions applicable to certificates as set forth in subparagraphs (a), (b), (c) 
(3), (c) (4) and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act. 

(E) The construction of the facilities by Transco, as authorized in para- 
graph (A), shall be completed and placed in operation within 6 months from the 
date of issuance of this order. 

* . = * 


Commissioner Connole not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, ET AL., DOCKET NO. G-14117, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued April 7, 1958) 


On December 26, 1957, United Gas Pipe Line Company (United), a Delaware 
corporation, having its principal place of business in Shreveport, Louisiana, 
filed in Docket No. G—14117 an application for a certificate of public convenience 
and necessity, pursuant to Section 7 (c) of the Natural Gas Act, authorizing 
the construction and operation of approximately 1.8 miles of 6-inch lateral 
supply pipeline, to extend from a point of connection near Milepost 15 on United’s 
existing 6-inch pipeline in Acadia Parish, Louisiana, to a point in the South 
Lewisburg Field area in Acadia Parish, together with a purchase meter station, 
separator installation and appurtenances, in order to purchase, receive and 
transport in interstate commerce, subject to the jurisdiction of the Commission, 
natural gas produced in that area by Amerada Petroleum Corporation. 


* * * * * * x 


The estimated cost of the facilities proposed to be constructed by United is 
$71,597. The gas supply which will become available by the operation of United’s 
proposed facilities is reasonably adequate to justify the construction of the 
proposed facilities. 

Temporary authorizations have been granted on January 29, 1958 (1) to 
United to construct and operate the proposed facilities as described in its appli- 
cation filed in Docket No. G-14117 and (2) to Amerada to sell natural gas in 
interstate commerce to United, as proposed in Docket No. G—14116. 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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Pursuant to due notice, a public hearing was held in Washington, D. C. on 
March 25, 1958, respecting the matters involved in and the issues presented by the 
applications. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 





(1) Applicant, United Gas Pipe Line Company, is engaged in the transportation 
of natural gas in interstate commerce and the sale in interstate commerce of such 
gas for resale, and therefore, is a “natural-gas company” within the meaning of 
the Natural Gas Act, and subject to the provisions thereof, as heretofore found by 
the Commission. 

(2) The facilities hereinbefore described, as more fully described in the ap- 
plication in Docket No. G-14117, are proposed to be constructed and operated by 
United as an integral part of its existing natural gas pipeline system and will be 
used in or for the transportation of natural gas in interstate commerce subject 
te the jurisdiction of the Commission, and therefore, the construction and opera- 
tion of said facilities by United are subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) The proposed construction and operation of facilities by United as herein- 
before described and as more fully set forth in the application are required by 
the public convenience and necessity, and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(4) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (8), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act should attach 
to the issuance of the certificate to United and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities 
authorized by this order should be completed and said facilities should be placed 


in actual operation should be fixed at 6 months from the date on which this order 
issues. 








* 





* 









= » + * *” 


(7) Applicants are able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 
7 










* * * 





(9) A request during the public hearing by Staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and not 


having been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) 
of said Rules. 












The Commission orders: 










(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing United Gas Pipe Line Company to construct and operate 
the facilities and to transport natural gas as hereinbefore described, all as more 
fully described in the application in this proceeding, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order. 
= 








* 





* * 
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(D) There shall attach to the issuance of the certificate granted in paragraph 
(A) hereof and to the exercise of the rights granted thereunder, the general con- 
ditions applicable to certificates as set forth in subparagraphs (a), (b), (c) (3), 
(c) (4) and (e) of Section 157.20 of the Commission’s regulations under the 
Natural Gas Act. 

(E) The construction of the facilities by United as authorized in paragraph 
(A) shall be completed and placed in operation within 6 months from the date 
of issuance of this order. 


a * ~ * 


Commissioner Connole not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS EASTERN TRANSMISSION CORPORATION, DOCKET NO. G-—14281 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 7, 1958) 


On January 17, 1958, Texas Eastern Transmission Corporation (Applicant) 
filed in Docket No. G—14281 an application pursuant to Section 7 of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing the 
construction and operation of a 2-inch tap, with metering and regulating facilities 
on Applicant’s existing 24inch main line at milepost 550.58 in White County, 
Illinois, near Crossville, eight miles downstream from an existing metering sta- 
tion at Carmi, Illinois, subject to the jurisdiction of the Commission, and more 
fully described in the application on file with the Commission. 

The application recites the purpose of the proposed facilities is to enable 
Applicant to deliver gas to Consumers Gas Company for resale to Warren 
Petroleum Corporation for use in the operation of a gasoline plant near Cross- 
ville, Illinois. 

The estimated capital cost of the facilities is $17,335, for which Applicant 
will be reimbursed by Consumers Gas Company. 

No change is proposed in the Commission’s authorized volumes to consumers, 
and the minor additional volumes proposed to be delivered will not affect Appli- 
ecant’s gas supply. Consumers will take gas from Texas Eastern at a higher load 
factor than heretofore. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 25, 1958, respecting the matters involved in and the issues presented by 
the application. No protest to the granting of the application has been received. 
Staff counsel moved orally at the hearing that the intermediate decision pro- 
cedure be omitted and the Commission render a decision pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Texas Eastern Transmission Corporation, a Delaware cor- 
poration with its principal place of business in Shreveport, Louisiana, owns and 
operates a natural gas transmission system in several states and is engaged 
in the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is, therefore, a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of October 10, 
1947, in Docket No. G-880 (6 F. P. ©. 148) 
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(2) The facilities heretofore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission and construction and operation thereof by Appli- 
cant are subject to the requirements of subsections (c) and (e) of Section 7 
of the Natural Gas Act. 

(3) The construction and operation of the facilities and the delivery of natural 
gas as proposed by Applicant are required by the public convenience and necessity 
and a certificate therefor should be issued. 

(4) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the re- 
quirements, rules, and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate, and 
to the exercise of the rights granted thereunder, and that the time within 
which construction of facilities authorized by this order should be completed 
and said facilities should be placed in actual operation should be fixed at six 
months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the proposed facilities, as 
hereinbefore described, all as more fully described in the application in this 
proceeding, upon the terms and conditions of this order. 

(B) This certificate shall be accepted in writing and under oath by a respon- 
sible official of Applicant and the general terms and conditions set forth in 
paragraphs (a), (b), (c) (3), (ce) (4), and (e) of Section 157.20 of the Commis- 
sion’s General Rules and Regulations, including Rules of Practice and Pro- 
cedure, shall attach to the issuance of the certificate granted in paragraph (A) 
hereof, and to the exercise of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s rules is hereby fixed at six months from the 
date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE MANUFACTURERS LIGHT AND HEAT COMPANY, DOCKET NO. 
G-14298 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 7, 1958) 


On January 20, 1958, The Manufacturers Light and Heat Company (Applicant) 
filed in Docket No. G—14298 an application, pursuant to Section 7 (c) of the 
Natural Gas Act, for a certificate of public convenience and necessity authorizing 
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the construction and operation of certain natural gas facilities to provide direct 
interruptible natural gas service to the H. L. Seabright Company near the City 
of Bellaire, Belmont County, Ohio, for use in the curing of concrete products. 

The proposed facilities consist of a measuring and regulating station and 20 
feet of 4inch pipeline extending from Applicant’s existing 10-inch interstate 
transmission Line No. 20 to the Seabright Plant. 

The estimated total capital cost of the proposed facilities is $3,922, which will 
be financed from funds on hand. 

The estimated natural gas requirements of the Seabright Plant are 18,200 Mcf 
in the first year, increasing to 41,600 Mcf in future years. The maximum daily 
requirement is estimated at 128 Mcf in the first year, increasing to 288 Mcf in 
future years. 

The relatively minor volumes of gas involved in this proposed sale will not 
materially affect Applicant’s overall gas supply situation. 

Temporary authority to construct and operate the facilities proposed in this 
application was granted to Applicant on February 13, 1958. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
March 25, 1958, respecting the matters involved in and the issues presented by 
the application herein. No petitions to intervene or protests to the granting of 
the application have been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, The Manufacturers Light and Heat Company, a Pennsylvania 
corporation, having its principal place of business in Pittsburgh, Pennsylvania, 
is a “natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission in its order of December 29, 1944, in Docket No. 
G—593, et al. (4 FPC 821). 

(2) The facilities hereinbefore described, as more fully described in the appii- 
cation in Docket No. G—14298, are proposed to be used in transportation of 
natural gas in interstate commerce, subject to the jurisdiction of the Commission, 
as integral parts of Applicant’s existing pipeline system, and the construction 
and operation thereof by Applicant are subject to the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder, and that the time within which 
the construction of the facilities authorized by this order shall be completed and 
in actual operation should be fixed at four months from the date on which this 
order issues. 

(6) The maximum volume of natural gas which Applicant may deliver to the 
H. L. Seabright Company should be limited to 288 Mcf per day, as proposed. 


. 
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(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.80 (c) 
(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing The Manufacturers Light and Heat Company to construct 
and operate the facilities hereinbefore described, all as more fully described in 
its application in this proceeding and the exhibits appended thereto, for the 
transportation of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (ec) (4), and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof, and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized to Applicant shall 
be constructed and placed in actual operation as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at four months from the date on which this order issues. 

(D) The maximum volume of natural gas which Applicant may deliver to the 
H. L. Seabright Company is hereby limited to 288 Mcf per day, as proposed. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


MONTANA-DAKOTA UTILITIES CO., DOCKET NO. E-6803 
ORDER AUTHORIZING THE ISSUANCE OF PROMISSORY NOTES 
(Issued April 8, 1958) 


Montana-Dakota Utilities Co. (Applicant), incorporated under the laws of 
the State of Delaware and qualified to do business as a foreign corporation in the 
States of Minnesota, Montana, North Dakota, South Dakota, and Wyoming, with 
its principal place of business at Minneapolis, Minnesota, filed an application on 
February 28, 1958, as supplemented March 25, 1958, requesting authorization, 
pursuant to Section 204 of the Federal Power Act, for the issuance of not to 
exceed $10,000,000, aggregate principal amount of unsecured Promissory Notes 
outstanding at any one time. 

Each of the proposed Notes will be dated as of its date of issue, which must 
be not later than December 31, 1958, and will mature not more than one year 
from its date of issue but in no event later than June 30, 1959. Each Note will 
bear interest at the prime commercial bank rate in effect in New York City as 
of its date of issue, and will be payable to The First National City Bank of 
New York. The application states that the Northwestern National Bank of 
Minneapolis and the First National Bank of Minneapolis, both located in 
Minneapolis, Minnesota, will have a 25% and 20% participation, respectively, 
in each Note. The application indicates that none of the Notes proposed to be 
issued will be resold to the general public and that no finder’s fee or other nego- 
tiation fee, commission, or remuneration will be paid in connection therewith to 
any third person. 
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Applicant has filed Certificates of Notification, pursuant to Section 204 (e) of 
the Act, covering two currently outstanding Promissory Notes issued to The 
First National City Bank of New York in the aggregate amount of $2,500,000. 
Applicant’s request herein to issue Notes in the maximum principal amount of 
$10,000,000 will include any Notes issued in renewal of the aforementioned 
Notes issued under Section 204 (e). 

The proceeds to be obtained from the proposed issuance of Notes will be utilized 
to (1) renew $2,500,000, principal amount of Promissory Notes, presently out- 
standing which will be due in May and June of this year, and (2) provide interim 
financing for Applicant’s current construction program, which is estimated to 
require expenditures of approximately $9,250,000 for 1958. Major items of that 
program include $4,708,000 for the cost of completing Applicant’s 40,000 kw 
steam-electric generating station at Sidney, Montana; $2,270,000 for additional 
electric and gas distribution facilities; and $1,450,000 for additional electric 
and gas transmission facilities. The last-named item includes the cost of Ap- 
plicant’s 30-mile Glenham-Bowdle, South Dakota transmission line and associated 
substation facilities. 

Applicant states that it expects to repay the proposed Notes through the is- 
suance of $10,000,000, principal amount of First Mortgage Bonds in late 1958 
or the early part of 1959, subject to prevailing market conditions, and through 
the issuance of Common Stock in late 1959 or early 1960. Applicant further 
states that $10,000,000, principal amount of Convertible Debentures which it 
issued in 1957,* may be converted during the next two or three years. 

Written notice of the application has been given to the Minnesota Railroad and 
Warehouse Commission, the Montana Board of Railroad Commissioners, the 
North Dakota Public Service Commission, the South Dakota Public Utilities 
Commission, and the Wyoming Public Service Commission, and to the Governor 
of each of those States. Notice of the Application was also published in the 
Federal Register on March 11, 1958 (23 F. R. 1678), stating that any person 
desiring to be heard or to make any protest with reference to said application 
should, on or before March 26, 1958, file with the Federal Power Commission, 
Washington 25, D. C., petitions or protests in accordance with the requirements 
of the Commission’s Rules of Practice and Procedure. No petition or protest or 
request to be heard in opposition to the granting of the application has been 
received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission as 
heretofore described and set forth in the Commission’s order issued September 
1, 1955, In the Matter of Montana-Dakota Utilities Co., Docket No. E-6636. 

(2) The proposed issuance of Promissory Notes, as described above, will 
constitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204 (f) of the Act; and the proposed issuance of 
Promissory Notes, as described above, is, therefore, not exempt by virtue of that 
Section from the requirements of Section 204 of the Act. 


*By order issued June 10, 1957, In the Matter of Montana-Dakota Utilities Co., Docket 
No. E-6755, the Commission authorized Applicant to issue and sell at competitive bidding 
$10,000,000, principal amount of Convertible Debentures, which are convertible into unissued 
shares of its Common Stock, par value $5,00 per share. 


554728—61——_-34 
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(4) The proposed issuance of Promissory Notes in the aggregate principal 
amount of $10,000,000, all as described above, will be in excess of 5% of the par 
value of the other securities of Applicant, and, therefore, will not be exempt by 
virtue of Section 204 (e) of the Act from the requirements of Section 204 (a) 
of the Act. 

(5) The proposed issuance of Promissory Notes, described above, will be 
exempt from the competitive bidding requirements of Section 34.1a of the Com- 
mission’s Regulations under the Federal Power Act by reason of Paragraph 
34.1a (a) (2) thereof. 

(6) The proposed issuance of Promissory Notes, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 


(A) The proposed issuance of Promissory Notes by the Applicant, in an aggre- 
gate principal amount of not to exceed $10,000,000 at any one time outstanding, 
upon the terms and conditions and for the purposes set forth in the application, 
as supplemented, is authorized subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of all 
Promissory Notes to be issued pursuant hereto being not later than June 30, 1959. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, services, accounts, 
valuations, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission or any other regulatory 
body. 

(D) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


INTERSTATE POWER COMPANY, NORTHERN STATES POWER 
COMPANY (MINNESOTA), OTTER TAIL POWER COMPANY 


ORDER ALLOWING RATE SCHEDULES TO TAKE EFFECT 


(Issued April 8, 1958) 


Interstate Power Company (Interstate), Northern States Power Company, 
Minnesota (Northern States), and Otter Tail Power Company (Otter Tail), on 
the dates set forth below tendered for filing pursuant to Section 205 of the 
Federal Power Act, a number of agreements among themselves, the Cooperative 
Power Association (CPA), and the United States Bureau of Reclamation 


(Bureau), embodied in proposed rate schedules identified in the Commission's files 
as follows: 
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Date of 


Filing party completion Other parties Rate schedule designation 
of filing 


Northern States: 
Northern States_....| Feb. 3, 1958 | CPA--................. Rate Schedule FPC No. 94. 
1 U.S. Bureau of Recla- Supplement No, 2 to Rate Schedule 
mation. PC No. 8&6. 
Otter Tail Rate Schedule FPC No. 5 (supersedes 
' Northern States’ Rate Schedule FPC 
No. 51 and Supplements thereto). 
Supplement No. 1 to Rate Schedule 
Interstate FPC No. 76. 
Otter Tail: 
Rate Schedule FPC No. 93. 
Otter Tail Feb. 5,1958 | CPA Rate Schedule FPC No. 94 (supersedes 
do | Northern States Otter Tail’s Rate Schedule FPC 
No. 77) (concurs in Northern States’ 
Rate Schedule FPC No. 95). 
Interstate: 
Rate Schedule FPC No. 17. 
Supplement No. 1 to Rate Schedule 
Northern States FPC No. 13 (concurs in Supplement 
No. 1 to Northern States’ Rate 
Schedule FPC No. 76). 


Interstate 











Under the agreements between CPA and each of the filing companies,» CPA 
contracts for the transmission, by means of the facilities of Interstate, Northern 
States and Otter Tail, respectively, of up to an aggregate of 52,600 kw, of power 
and associated energy which CPA purchases from the Bureau for delivery to a 
number of Rural Electrification Administration Cooperatives, the member co- 
operatives of CPA. Additionally, the three filing utility companies each under- 
take to supply the supplementary power and energy requirements of the member 
cooperatives (under agreements yet to be negotiated), and to standby to replace 
Bureau power and energy in case of an interruption thereof. CPA acts as the 
agent of the member cooperatives. The proposed rate schedules here involved 
constitute initial rate schedules within the meaning and subject to the require- 
ments of Section 35.3 (b) of the Commission’s Regulations under the Federal 
Power Act. 

The proposed agreement between Northern States and the Bureau?” effects a 
revision of an existing arrangement whereby Northern States, among other 
things, (a) transmits energy for the account of the Bureau to a number of 
Bureau customers and (b) furnishes: standby service to the same customers in 
the event the Bureau is not able to furnish service. This would be changed to 
make the transmission of Bureau energy by Northern States to CPA member 
rural electric cooperatives a transmission service for the account of CPA rather 
than for the Bureau. Standby service furnished to CPA by the company will 
be for the Bureau’s account and the Bureau is to return standby power and 
energy to the company, adjusted for losses. The proposed supplemental rate 
schedule here involved constitutes a change in a filed rate schedule within the 
meaning and subject to the requirements of Section 35.3 (c) of the Commission’s 
Regulations under the Federal Power Act. 

Under the agreement between Northern States and Otter Tail,* the latter com- 
pany, among other things, furnishes to Northern States certain transmission 
service for the supply of supplementary electric requirements of Northern States’ 


1Interstate’s Rate Schedule FPC No. 17, Northern States’ Rate Schedule FPC No. 94, 
Otter Tail’s Rate Schedule FPC No. 93. 


2 Supplement No. 2 to Northern States’ Rate Schedule FPC No. 86. 
* Northern States’ Rate Schedule FPC No. 95, Otter ‘Tail’s Rate Schedule FPC No. 94. 
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rural electric cooperative customers and standby service in connection with the 
Bureau’s power deliveries to those customers. Under the agreement between 
Northern States and Interstate,‘ the former company is to transmit Bureau 
power over its facilities for delivery to Interstate for re-delivery by Interstate to 
preference customers of the Bureau. These proposed rate schedules would 
supplement presently-filed schedules embodying agreements between Northern 
States and each of the other two filing companies, whereby Northern States, 
among other things, utilizes the transmission facilities of Otter Tail and Inter- 
state for the delivery of power and energy to its (Northern States’) rural 
electric cooperative customers. The proposed rate schedules here involved con- 
stitute changes in filed rate schedules within the meaning and subject to the 
requirements of Section 35.3 (c) of the Commission’s Regulations under the 
Federal Power Act. 

The subject agreements between the filing companies were executed in order 
to give effect to the availability of electric power from the Bureau to certain 
rural electric cooperatives as preference customers of the Bureau. 

Interstate, Northern States and Otter Tail anticipate that the proposed ar- 
rangements involving the greater utilization of Bureau power and energy by 
the rural electric cooperatives will result in reductions in power and energy 
costs for the specific Cooperatives which each company serves. 

The filing companies represent that their submissions of the proposed rate 
schedules were delayed pending approval of the subject arrangements by the 
Rural Electrification Administration and that notification of such approval was 
not received until January 8, 1958. According to the filing companies Bureau 
power and energy was first made available under the proposed arrangements 
to the cooperatives on December 20, 1957. 

Since the filing of the proposed rate schedules with the Commission, no ob- 
jection or protest to permitting them to become effective has been received. 

From the foregoing circumstances, it appears that the requirements for the 
filing and posting of the proposed rate schedules not less than the 10-day and 
30-day notice periods prior to the proposed effective date thereof as set forth 
in Sections 35.3 (b) and (c) of the Commission’s Regulations under the Federal 
Power Act, as the case may be, may be waived without undue prejudice to the 
interests of those who might be affected under the provisions of that Act. 


The Commission finds: 


Good cause has been shown that the 10-day and 30-day notice periods provided 
in Sections 35.3 (b) and (c) of the Commission’s Regulations under the Federal 
Power Act be waived with respect to the proposed rate schedules identified and 


designated above, as the case may be, and such proposed rate schedules be allowed 
to take effect as of December 20, 1957. 


The Commission orders: 


(A) The 10-day and 30-day notice periods provided in Sections 35.3 (b) and 
(c) of the Commission’s Regulations under the Federal Power Act are hereby 
waived with respect to the proffered rate schedule referred to above, as the case 
may be, and they are hereby allowed to take effect as of December 20, 1957. 

(B) The issuance of this order shall constitute full notice of the filing and 
publication of the rate schedules in question insofar as their effective date is 
concerned. 

(C) Nothing contained in this order shall be construed as a waiver in any 
other respect of the requirements of Section 205 (d) of the Federal Power Act or 


“Supplement No. 1 to Interstate’s Rate Schedule FPC No. 18, Supplement No. 1 to 
Northern States’ Rate Schedule FPC No. 76. 
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Sections 35.3 (b) or (c) of the Commission’s Regulations under the Federal 
Power Act; nor shall it be construed as constituting approval by this Commission 
of any service, rate, charge, classification, or any rule, regulation, contract, or 
practice affecting such service, or rate provided for in the rate schedules, as above 
designated, nor shall this order be deemed as recognition of any claimed con- 
tractual right or obligation affecting or relating to such service or rate. 

(D) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by this Commission in any proceeding now 
pending, or hereafter instituted by or against any of the filing companies. 


HARRY RANIER, D/B/A VAN LEAR CITY GAS SYSTEM, DOCKET NO. 
G-10346 


UPON APPLICATION FOR AN ORDER PURSUANT TO SECTION 7 (A) OF THE NATURAL 

GAs ACT 

(Issued March 10, 1958) * 
Syllabus 


Commission dismisses application made pursuant to Section 7 (a) of the Natural 
Gas Act for failure of applicant to prosecute its application. P. 505. 


EB. B. Blackmon for the staff of the Federal Power Commission. 


DECISION 





























Woopnat., Presiding Examiner: Harry Ranier, d/b/a Van Lear Gas System 
(Applicant), filed an application on May 3, 1956, for an order, pursuant to Sec- 
tion 7 (a) of the Natural Gas Act, directing United Fuel Gas Company (United), 
to establish physical connection with and sell and deliver natural gas to Ap- 
plicant for distribution in Van Lear, Kentucky, subject to the jurisdiction of the 
Commission, as more fully represented in its application. 

On May 10, 1956, the Secretary of the Commission requested by letter that 
Applicant submit additional supporting information in conformity with the 
Commission’s Regulations under the Natural Gas Act. 

On June 29, and August 3, 1956 the Secretary advised Applicant that it had 
not received a reply to the May 10th letter and further requested that the in- 
formation sought therein be submitted. Applicant to this date has failed to 
respond to the Secretary's request or in any wise to contact the Commission in 
regard to its application herein. 

Pursuant to due notice, a public hearing was scheduled in Washington, D. C., 
on March 3, 1958. However, Applicant entered no appearance. Staff counsel 
moved that the application be dismissed for failure to prosecute. 


FINDINGS AND CONCLUSION 





Applicant having failed to prosecute its application filed on May 3, 1956, in 
Docket No. G—10346, said application should be dismissed. 


ORDER 






Wherefore, it is ordered, subject to review by the Commission that: 
(A) The application of Harry Ranier, d/b/a Van Lear City Gas System, filed 
on May 3, 1956 in Docket No. G—10346, be and the same is hereby dismissed. 


Emery J. Woopatt, Presiding Examiner. 





*No exceptions to the initial decision having been filed or review initiated by the 
Commission, the decision became effective on April 9, 1958, as the final decision and order 
of the Commission. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PUGET SOUND POWER & LIGHT COMPANY, DOCKET NO. G-6753 
SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF SECURITIES 
(Issued April 10, 1958) 


By order issued June 7, 1957, 17 F. P. C. 797, in the above-entitled matter, the 
Commission, pursuant to Section 204 of the Federal Power Act, authorized Puget 
Sound Power & Light Company (Applicant) to issue $25,000,000, principal amount 
of Promissory Notes pursuant to a Credit Agreement, dated May 20, 1957, be- 
tween the Applicant and 18 commercial banks. Applicant states that $12,000,000 
principal amount of these Notes are outstanding. The order and Credit Agree- 
ment made no provision for renewal of the Notes or for issuance of Notes in an 
amount equal to those prepaid prior to date of maturity, which is January 31, 
1959. 

Applicant now proposes to repay not to exceed $10,000,000, principal amount 
of its Notes issued pursuant to the Credit Agreement from part of the proceeds 
of the proposed issuance and sale of $30,000,000, principal amount of First 
Mortgage Bonds, Series due 1988, which the Commission is authorizing by order 
issued concurrently herewith in Docket No. E-6805. Such prepayment will be 
in accordance with the Credit Agreement as modified by letter agreement, dated 
February 7, 1958, which also provides that the lending banks will re-establish 
credit to the Applicant in an amount equal to the total principal amount of 
Applicant’s Notes so prepaid. 

In its application filed March 11, 1958, as amended March 13, 26, and 31, 1958, 
in Docket No. E-6895, Applicant seeks to have its authorization set forth in 
the above-mentioned order issued June 7, 1957, Docket No. E-6753, supplemented 
to the extent necessary to enable Applicant to issue Promissory Notes in an 
amount equal to the amount of the aforementioned prepayment of Notes from 
the proceeds of the sale of Bonds. However, in no event shall the total prin- 
cipal amount of Promissory Notes outstanding at any one time exceed the sum 
of $25,000,000 as provided in the order heretofore issued and referred to above. 
Applicant does not request any other change in the authorization heretofore 
granted in this matter. 

Applicant will apply the proceeds to be obtained from the proposed issuance of 
Promissory Notes to reimburse its treasury for construction expenditures made 
in accordance with its construction program set forth in the aforementioned 
order issued June 7, 1957, in the above docket. 

Written notice of the application filed in Docket No. E-6805 has been given to 
the Washington Public Service Commission and to the Governor of that State. 
Notice of the application was also published in the Federal Register on March 
19, 1958 (23 F. R. 1842), stating that any person desiring to be heard or to make 
any protest with reference to the application should on or before April 3, 1958, 
file with the Federal Power Commission, Washington 25, D. C., petitions or pro- 
tests. No petition or protest or request to be heard in opposition to the granting 
of the application has been received. 


The Commission finds: 


Good cause has been shown and it is necessary and appropriate for the purposes 
of the Federal Power Act that the Commission order issued June 7, 1957, in the 
above docket be supplemented as hereinafter provided. 
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The Commission orders: 


(A) The proposed issuance of Promissory Notes pursuant to Credit Agreement, 
dated May 20, 1957, as modified by letter agreement dated February 7, 1958, as 
described above, is authorized subject to the provisions of this order. 

(B) All other terms and conditions set forth in the Commission order issued 
June 7, 1957, in the above docket shall remain in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PUGET SOUND POWER & LIGHT COMPANY, DOCKET NO. E-6805 
ORDER AUTHORIZING ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued April 10, 1958) 


Puget Sound Power & Light Company (Applicant), incorporated under the 
laws of the State of Massachusetts and qualified to do business as a foreign 
corporation in the State of Washington, with its principal place of business at 
Seattle, Washington, filed an application on March 11, 1958, as amended March 
13, 26, and 31, 1958, for an order pursuant to Section 204 of the Federal Power 
Act authorizing the issuance of $30,000,000 principal amount of First Mortgage 
Bonds, Series due 1988, to be sold at competitive bidding.* 

Applicant proposes to issue the Bonds under its Indenture of First Mortgage, 
dated as of June 2, 1924, to Old Colony Trust Company, of Boston, Trustee, as 
heretofore supplemented and modified, and as to be further supplemented and 
modified by a proposed Forty-Third Supplemental Indenture to be dated as of 
May 1, 1958. 

On or about April 15, 1958, Applicant proposes to invite sealed, written bids 
for the purchase of the Bonds by newspaper publication and by distribution of 
a Form of Bid, together with a statement of terms and conditions relating thereto 
and a form of Purchase Contract. All bids, whether from a single bidder or a 
group of bidders, must be on the Form of Bid furnished by Applicant, and must be 
for the purchase of all the Bonds. Bach bid must specify, among other things, 
(1) the interest rate to be borne by the Bonds, which rate shall be a multiple of 
1%th of 1%; (2) the price, exclusive of accrued interest, to be paid to Applicant 
for the Bonds, which price shall be not less than 100% or more than 102.75% of 
the principal amount of the Bonds; and (3) that Applicant shall be paid the 
amount of the accrued interest on the Bonds from May 1, 1958, to the date of 
payment therefor and delivery thereof. 

Unless postponed, all bids for the purchase of the proposed Bonds, whether 
from a single bidder or a group of bidders, must be presented to Applicant at or 
before 12: 00 Noon, New York City Time, on April 28, 1958, at No. 90 Broad Street, 
19th Floor, New York, New York. Unless Applicant shall reject all bids, which 
it reserves the privilege to do, or shall exclude a bid or bids for reasons specified 
in the statement of terms and conditions contained in the Public Invitation For 
Bids, Applicant will accept the bid which shall result in the lowest annual cost 
of money to it. 


2The request for authority to issue Promissory Notes is granted in a separate order 
issued concurrently herewith, In the Matter of Puget Sound Power ¢ Light Company, 
Docket No. E—6753, infra, p. 506. 
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Each bid must be accompanied by official bank, certified or bank cashier's check 
or checks in the aggregate amount of $1,500,000, payable in New York Clearing 
House funds, 

Applicant will apply the proceeds to be obtained from the proposed issuance of 
Bonds to (1) redeem $20,000,000 principal amount of First Mortgage Bonds, 
614% Series, due 1987,’ which redemption, including the payment of the appli- 
cable redemption premium, is estimated to require $21,151,000, and (2) prepay 
approximately $8,849,000 of bank notes, due January 31, 1959, assuming the 
proposed Bonds are sold at 100% of their principal amount. The amount which 
will be available for prepayment of the bank notes is subject to increase to the 
extent of the premium, if any, received upon the sale of the proposed Bonds, but 
the amount so available is not expected to exceed $10,000,000. 

Written notice of the application has been given to the Washington Public 
Service Commission and to the Governor of that State. Notice of the application 
was also published in the Federal Register on March 19, 1958 (23 F. R. 1842), 
stating that any person desiring to be heard or to make any protest with reference 
to the application should on or before April 3, 1958, file with the Federal Power 
Commission, Washington 25, D. C., petitions or protests. No petition or protest 
or request to be heard in opposition to the granting of the application has been 
received. 


The Commission finds: 


(1) Applicant is a corporation organized and existing under the laws of the 
State of Massachusetts. It owns and operates facilities, among others, which 
are used for the transmission and sale at wholesale of electric energy generated 
in the State of Idaho and consumed outside the State in which it is generated, all 
of which facilities are in addition to and do not include facilities used for the 
generation of electric energy or facilities used in local distribution or only for the 
transmission of electric energy in intrastate commerce, or facilities for the trans- 
mission of electric energy consumed wholly by the transmitter, and Applicant is, 
therefore, a public utility within the meaning of that term as used in Section 204 
of the Federal Power Act. 

(2) The proposed issuance of Bonds, as described above, will constitute an 
issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204 (f) of the Act, and the proposed issuance of securities, 
therefore, is not exempt by virtue of that Section from the requirements of Sec- 
tion 204 of the Act. 

(4) The proposed issuance of Bonds, as hereinafter authorized, will be for a 
lawful object, within the corporate purposes of the Applicant and compatible 
with the public interest, which is appropriate for and consisting with the proper 
performance by the Applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for such 
purposes. 


The Commission orders: 


(A) The proposed issuance of Bonds, upon the terms and conditions and for 
the purposes specified in the application, as described above, is authorized, sub- 
ject to the provisions of this order. 


2 By orders issued June 7, 19, and 25, 1957, Docket No. E—-6753, the Commission author- 
ized Applicant to issue and sell through competitive bidding $20,000,000 principal amount 
of Firat Mortgage Bonds, 644% Series, due 1987. 
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(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal Power 
Act relating to compliance with competitive bidding requirements, and Section 
34.2 (k) (4) of these Regulations relating to affiliation, and shall have either filed 
such amendments or shall have mailed them and advised the Commission by 
telephone and telegram as contemplated by Section 34.9 of the Regulations; 

(ii) The Commission shall have approved the price to be received by Ap- 
plicant for the Bonds and the interest rate thereof, by a further order. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory pody with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any other matter whatsoever 
which is now pending or may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CENTRAL ILLINOIS LIGHT COMPANY, DOCKET NO. G-12413 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES 
AND SALE OF NATURAL GAS 


(Issued April 10, 1958) 


Central Illinois Light Company (Applicant), an Illinois corporation having its 
principal place of business in Peoria, Illinois, filed on April 15, 1957 an applica- 
tion and on June 24, 1957 a supplement thereto, for an order under Section 7 (a) 
of the Natural Gas Act directing Panhandle Eastern Pipe Line Company (Pan- 
handle) to establish physical connections of its transportation facilities with the 
proposed facilities of Applicant and to sell and deliver natural gas to Applicant 
at said connections or taps for distribution and sale to the public in Rochester and 
Chatham and the areas adjacent thereto, all in Sangamon County, Illinois. 

Applicant proposes that Panhandle establish a connection of its Peoria Lateral 
at a point approximately 8% miles north of Glenarm, Illinois with the facilities 
which Applicant proposes to construct and operate for the distribution and sale 
of natural gas to the public in Rochester, Illinois and environs. 

Applicant also proposes that Panhandle establish a connection of its main 
transmission line in Illinois at a point approximately 314 miles east of Glenarm, 
Illinois with the facilities which Applicant proposes to construct and operate for 
the distribution and sale of natural gas to the public in Chatham, Illinois and 
environs. 

Panhandle is the sole supplier of gas to Applicant, and no other source of gas 
supply is available to it. The volumes of gas required for service to said com- 
munities are included in Applicant’s presently authorized contract demand from 
Panhandle, and no additional volumes of gas will be needed to render the proposed 
service. 

Central Illinois Light Company proposes to construct and operate approxi- 
mately 2.21 miles of 4-inch lateral transmission line from a tap on Panhandle’s 
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Peoria Lateral 8% miles north of Glenarm, Illinois, to the city limits of Rochester, 
and a gas distribution system for service in that community; and approximately 
3.8 miles of 4-inch lateral transmission line from a tap on Panhandle’s main line 
31% miles east of Glenarm to the city limits of Chatham, and a distribution system 
for service in that community. Both communities are wholly without gas 
utility service at the present time. 

Applicant estimates the annual and peak day gas requirements of the com- 
munities to be served as follows: 


Requirements in Mcf 
1st year 2d year 3d year 
Community a 


; SEE 
Annual Peak day Annual Peak day Annual Peak day 


Rochester 29, 980 34, 610 
Chatham 38, 694 362 43, 600 49, 692 | 


The gas will be used for residential and commercial purposes. 

Central Illinois Light Company estimates the total cost of constructing the 
necessary facilities for service to Rochester at $105,377 with additions through 
the fifth year of operation totaling $10,780. For service to Chatham, the cost 
of construction is estimated at $178,628, with total additions through the fifth 
year of $14,228. Applicant proposes to finance its construction from cash on 
hand, including the proceeds from the sale of a $15,000,000 bond issue registered 
with the Securities and Exchange Commission. 

Applicant shows that it has been granted a gas utility franchise by the Village 
of Rochester for a period of 50 years from April 23, 1956 and a similar franchise 
by the Village of Chatham for a period of 30 years from October 16, 1956. The 
Illinois Commerce Commission has on July 3, 1956 and May 7, 1957 granted to 
Applicant certificates of public convenience and necessity for the construction 
and operation of gas feeder lines and distribution facilities and the furnishing 
of gas public utility service to the public in the Villages of Chatham and its 
environs and the Village of Rochester and its environs. 

On April 26, 1957, Panhandle Eastern Pipe Line Company filed an answer herein 
alleging that “the mere fact that Applicant is not requesting at this moment an 
additional allocation for the proposed new service in Rochester and Chatham 
would not warrant the Commission’s ordering service at the new delivery points 
if in fact Applicant would shortly require an additional allocation of gas to 
serve its expanded market area”, and “* * * that the application should not be 
granted in this proceeding prior to a hearing in which proof is adduced concern- 
ing not only the allegations contained in the application but also the economic 
feasibility of the proposed new distribution systems and the Applicant’s ability 
to serve at least the third year requirements of the communities of Rochester 
and Chatham from the volumes of gas Panhandle is presently authorized to 
deliver.” However, thereafter and on March 27, 1958, Panhandle advised the 
Commission by letter that it wished to withdraw its objection in this matter to 
the establishment of the connections to make natural gas available to Applicant, 
within its present contract demand, for resale in Rochester and Chatham, Illinois. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
April 2, 1958, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the applica- 
tion has been received except said answer of Panhandle Eastern Pipe Line Com- 
pany, which objection has since been withdrawn. Staff Counsel moved orally 
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at the hearing that the intermediate decision procedure be omitted and the 
Commission render a decision herein pursuant to Section 1.30 (c) (1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Panhandle Eastern Pipe Line Company, a Delaware corporation, having 
its principal office in Kansas City, Missouri, is a “natural-gas company” within 
the meaning of the Natural Gas Act as heretofore found by the Commission in 
its order of September 23, 1942, in Dockets Nos. G—200 and G-207 (3 F. P. C. 273) 
and in its order of October 17, 1945 in Docket No. G-254 (4 F. P. C. 1081). 

(2) Central Illinois Light Company, an Illinois corporation, having its prin- 
cipal place of business in Peoria, Illinois, is a public utility corporation legally 
engaged in the local distribution of gas to the public solely within the State of 
Illinois. 

(3) It is necessary and desirable in the public interest that the Commission 
by order direct Panhandle Eastern Pipe Line Company to establish physical 
connection of its transportation facilities, i. e., its Peoria Lateral and its main 
transmission line in Illinois, with the natural gas facilities proposed to be con- 
structed and operated by Central Illinois Light Company as requested in the 
application and direct the delivery and sale of natural gas to Applicant at said 
additional connections for distribution and resale to the public in Rochester and 
Chatham, Illinois. 

(4) The ability of Panhandle to render adequate service to its customers will 
not be impaired and no undue burden will be placed upon Panhandle as a result 
of the direction to make such additional connections, nor will Panhandle be 
compelled to enlarge its transportation facilities for such purposes. 

(5) Staff Counsel having requested the omission of the intermediate decision 


procedure, and all the requirements of the provisions of Section 1.30 (c) (1) of 
the Commission’s Rules of Practice and Procedure having been satisfied, sufficient 
cause exists for the Commission forthwith to render its final decision in the 
instant proceeding. 


The Commission orders: 


(A) Panhandle Eastern Pipe Line Company be and it is hereby directed to 
establish physical connection of its transportation facilities, known as the Peoria 
Lateral, with the proposed facilities of Central Illinois Light Company as de- 
scribed in the application and to sell and deliver natural gas to said Central 
Illinois Light Company at said connection for local distribution and resale to 
the public in Rochester, Illinois, and environs, and also to establish physical 
connection of its main transmission line in Illinois with the proposed facilities 
of Central Illinois Light Company, as described in the application, and to sell 
and deliver natural gas to Central Illinois Light Company at said additional con- 
nection for distribution and resale in Chatham, Illinois, and environs upon the 
filing by Panhandle of a new service agreement providing for the delivery of 
volumes of natural gas within the present service agreements at said additional 
delivery points. 

(B) Applicant shall be prepared to receive natural gas from Panhandle at 
said additional connections within one year from the date of this order. 

(C) Panhandle Eastern Pipe Line Company shall report to the Commission 
in writing and under oath the completion of the construction of the facilities 
required for said additional connections with the facilities of Applicant, together 
with the date of the commencement of delivery of natural gas to Applicant 
through the new connections provided for herein. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 










































IDAHO POWER COMPANY, PROJECT NO. 1971 
ORDER AUTHORIZING FILLING OF BROWNLEE RESERVOIR 
(Issued April 10, 1958) 


By order issued February 12, 1958, 19 F. P. C. 237, the Commission prescribed 
certain fish facilities for Project No. 1971 and paragraph (B) of the order 
provided that Idaho Power Company (Licensee) shall not commence filling the 
Brownlee reservoir until authorized to do so by further order of the Commission. 

The Licensee, by letter of February 8, 1958, submitted a proposed program for 
filling the Brownlee reservoir. The filling program submitted by Licensee 
provides for the passage of a minimum of 5000 cfs during the entire time of 
filling the Brownlee reservoir and for the passage of downstream migrants until 
the fish barrier and collecting facilities are in operation. During the filling 
period the downstream migrants will pass successively through the diversion 
tunnel bulkhead ports, the flood control outlets, and over the spillway as the 
reservoir level rises. The filling is to begin about May 1, 1958. Upon the basis 
of a median year the reservoir will be filled by the middle of July. Latest 
measurements of the snow pack in the Snake River basin indicate that filling 
may be somewhat earlier than this. Anchors for the barrier cables will be 
placed before their locations are submerged. Assembly of the barrier is scheduled 
to start about May 20 with completion and placement anticipated in July or 
August. The collection facilities are to be completed by the same time. Licensee 
anticipates that the first turbine will go into operation at sometime between the 
first of August and the middle of September. 

The Licensee’s proposed filling program was submitted to the Idaho Depart- 
ment of Fish and Game, the Fish and Game Commissions of the State of Oregon, 
and the Secretary of the Interior for comments and recommendations. Comments 
on the proposed program were received from the Idaho Department of Fish and 
Game by letter of March 4, 1958, from the Oregon State Game Commission 
and the Fish Commission of Oregon by letters dated March 5, 1958, and from the 
Department of the Interior by letter of March 14, 1958. The State and Federal 
agencies were in general accord with the program submitted by Licensee subject 
to certain conditions which were of a similar nature in the several letters. The 
principal modification provided for a minimum of 1000 cfs to be passed through 
any one opening as the reservoir is being filled; other comments were of & 
clarifying nature with respect to the program submitted. 

By application filed March 24, 1958 the Licensee has requested that the 
Commission authorize the filling of the Brownlee reservoir in accordance with 
its program submitted February 8, 1958, subject to the conditions recommended 
by the aforesaid State and Federal fish and game agencies. 





The Commission finds: 


It is consistent with the public interest that the Licensee for Project No. 1971 
be authorized to fill the Brownlee reservoir, as hereinafter provided. 





The Commission orders: 


(A) The Licensee for Project No. 1971 is hereby authorized and directed to 
fill the Brownlee reservoir in accordance with its program submitted by letter 
of February 8, 1958, subject to the following conditions : 
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(i) During the process of closing the diversion tunnel and the flood control 
and spillway gates, not less than 5000 cfs is to be permitted to pass the dam at all 
times ; 

(ii) The second bulkhead to close the diversion tunnel is not to be dropped 
into place until there is sufficient head in the reservoir to permit the passage of 
at least 5000 cfs through the ports in the bulkheads to be placed in the diversion 
tunnel ; 

(iii) The flood control gates are to remain closed and the diversion tunnel is to 
continue passing at least 5000 cfs until there is sufficient head in the reservoir to 
pass a minimum of 1000 cfs through one of the flood control outlets; not less than 
1000 cfs will be permitted to pass through any of the flood control outlets at 
any time until they are closed in accordance with condition (iv) below; 

(iv) The spillway gates are to remain closed and the flood control outlets will 
continue passing 5000 cfs until there is sufficient head on the spillway gates to 
pass 1000 cfs through one spillway gate opening ; continued filling of the reservoir 
is to be done in such a manner that not less than 1000 cfs will be passing through 
any one of the spillway gate openings at any time; 

(v) During the filling of the reservoir, the Licensee shall comply with minor 
modifications in the filling schedule as may be requested by the Fish and Wildlife 
Service, for the Secretary of the Interior, and the Fish and Game agencies of the 
States of Idaho and Oregon, in the interest of fish conservation; 

(vi) No operation of the turbines at the dam is to be permitted until after the 
forebay net barrier and appurtenant facilities for downstream passage of fish are 
completed and in operation ; 

(vii) Adequate spill over the spillway will continue for not less than 30 days 
after the forebay net barrier is in operation to permit egress to those down- 
stream migrants between the barrier and the dam; and 

(viii) The flow through the Browniee diversion tunnel shall continue until 
the Snake River at the Oxbow dam site has been closed to upstream fish passage. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-—14345 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 11, 1958) 


On January 28, 1958, as supplemented on February 3, 1958, El Paso Natural Gas 
Company (Applicant) filed in Docket No. G—14345 an application, pursuant to 
Section 7 (c) of the Natural Gas Act for a certificate of public convenience 
and necessity authorizing the construction and operation of certain natural gas 
facilities to sell and deliver natural gas to Lea County Gas Company (Lea 
County) for resale to the Deming Farming Area, Louis Flats Farming Area, 
and Rio Mimbres Farming Area, all located in the vicinity of the City of 
Deming, Luna County, New Mexico. The gas would be used primarily for irriga- 
tion and for residential purposes. 
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The facilities for which authorization is sought include: 

(1) a main line tap, appurtenant facilities and approximately 9.5 miles of 
4-inch lateral pipeline from Applicant’s existing 12-inch El Paso-Douglas line to 
the Deming Farming Area; 

(2) a main line tap, appurtenant facilities and approximately 2.3 miles of 
2-inch lateral pipeline from Applicant’s existing 12-inch El Paso-Douglas line 
to the Rio Mimbres Farming Area; and 

(3) a main line tap and appurtenant facilities on Applicant’s existing 12-inch 
El Paso-Douglas line, to serve the Louis Flats Farming Area. 

The estimated total annual and peak day volumes of natural gas required by 
Lea County to serve customers in the three farming areas are as follows: 


Ist year 2d year | 3d year 


Mef (14.73 psia) 


The estimated total capital cost of the proposed facilities is $137,000, which 
will be financed out of current working funds. 

The volumes of gas required for the project proposed herein will not appreci- 
ably affect Applicant’s total system gas supply. 

Temporary authorization to construct and operate the facilities proposed 
herein was granted to Applicant on February 21, 1958. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 2, 1958, respecting the matters involved in and the issues presented by the 
application filed in Docket No. G-14345. No petition to intervene or protest to 
the granting of the application has been received. Staff counsel moved orally 
at the hearing that the intermediate decision procedure be omitted and that the 
Commission render a decision herein pursuant to Section 1.30 (c) (1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, El Paso Natural Gas Company, a Delaware corporation having 
its principal place of business in El Paso, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of January 11, 1944, in Docket No. G-288 (4 FPC 486). 

(2) The facilities hereinbefore described, as more fully described in the 
application and exhibits in this proceeding, are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission, as integral parts of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the certificate hereinafter issued to Applicant 
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and to the exercise of the rights granted thereunder and that the time within 
which construction of the facilities authorized by this order shall be completed 
and in actual operation should be fixed at six months from the date on which this 
order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing El Paso Natural Gas Company to construct and operate the 
facilities hereinbefore described, all as more fully described in the application 
in this proceeding and the exhibits appended thereto, as supplemented, for the 
transportation and sale of natural gas as therein set forth, subject to the juris- 
diction of the Commission, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (ec) (4), and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby 
fixed at six months from the date on which this order issues. 


SUNRAY MID-CONTINENT OIL COMPANY, DOCKET NO. G-11878 
UPON AN APPLICATION FOR A CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 13, 1958) * 

Sylabus 


Commission dismisses Sunray’s certificate application because the sale is a 
“percentage sale” by a producer within the meaning of Section 154.91 (e) 
of the Regulations under the Natural Gas Act. P. 516. 


Dale E. Doty, Robert M. Scott, and James C. Denton, Jr., for Sunray Mid- 
Continent Oil Co. 


John Cosmic for the staff of the Federal Power Commission. 


DECISION 


Law: Presiding Examiner: Sunray Mid-Continent Oil Company (Applicant) 
filed an application on February 1, 1957, in Docket No. G-11878, which involved 
a sale of natural gas to Frank D. Kirkpatrick, Jr., from the East Blackwell Field, 
Kay County, Oklahoma. On July 25, 1957, the proceeding In the Matters of 
E. W. Campbell and E. S. Villines, Docket No. G-3128, and with various other 
proceedings involving certificate applications of independent producers of natural 
gas, and notice of such consolidation and of a hearing in the consolidated proceed- 
ings was issued by the Secretary of the Commission. Subsequently, on September 
27, 1957 an order was issued severing the proceedings in Docket No. G—11878 


*No exceptions to the initial decision having been filed or review initiated by the Com- 
mission, the decision became effective on April 12, 1958, as the final decision and order 
of the Commission. 
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and four other proceedings from the consolidated proceedings in Docket No. 
G-3128, et al., and postponing hearing thereon subject to further notice. 

On January 23, 1958, Applicant in Docket No. G-11878 filed a notice of with- 
drawal pursuant to Section 154.91 (e) of the Commission’s Regulations Under 
the Natural Gas Act. Applicant inter alia stated that this certificate applica- 
tion fell within the category of “percentage sales.” Pursuant to Section 1.11 (d) 
of the Commission’s Rules of Practice and Procedure, Applicant was permitted 
to withdraw said application and its companion F. P. C. Gas Rate Schedule No. 
131, no hearing having been held or convened on or before February 24, 1958. 

On November 18, 1957, the proceeding in Docket No. G-11878 was consolidated 
with the proceedings In the Matter of Sunray Mid-Continent Oil Company in 
Docket No. G-2975 and 125 other certificate proceedings involving the same 
Applicant. Pursuant to due notice a public hearing was held in Washington, 
D. C., on March 3 and 4, 1958, involving these matters above. Staff counsel, 
at the close of the hearing, moved that the application in Docket No. G—11878 
be dismissed in order that said docket would be removed from the other applica- 
tions and issues involved in the above matters. 



















FINDING AND CONCLUSION 





Applicant in Docket No. G-11878, having been permitted to withdraw said ap- 
plication pursuant to Section 154.91 (e) and 1.11 (d), upon motion of Staff 
counsel and agreement thereto by counsel for the Applicant, it is hereby found 
and concluded that the instant proceeding is now moot and should be dismissed. 


ORDER 





Wherefore, it is ordered, subject to review by the Commission, that the appli- 
eation of Sunray Mid-Continent Oil Company in Docket No. G—11878 filed on 
February 1, 1957, be and the same is hereby dismissed. 


GLEN R. Law, Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 




















NIAGARA MOHAWK POWER CORPORATION, DOCKET NO. E-6795 
ORDER AUTHORIZING MERGER OR CONSOLIDATION OF FACILITIES 


(Issued April 14, 1958) 





Niagara Mohawk Power Corporation (Niagara Mohawk), incorporated under 
the laws of the State of New York and doing business in that State, with its 
principal place of business in Syracuse, New York, filed an application on Janu- 
ary 9, 1958, as supplemented January 23, February 14, and April 3, 1958, for 
an order, pursuant to Section 203 of the Federal Power Act, authorizing it to 
merge or consolidate with its own facilities subject to the jurisdiction of this 
Commission the facilities of The Cazenovia Electric Company (Cazenovia), also 
incorporated under the laws of the State of New York and doing business in that 
State, with its principal place of business in Cazenovia, New York. 

According to information contained in the application and the Commission’s 
files, the facilities Niagara Mohawk proposes to acquire from Cazenovia consist 
of an electric distribution system, which is composed mainly of four 33 kv sub- 
stations having an aggregate transformer capacity of 3,850 kva, and approxi- 
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mately 120 miles of 2.3 kv and 4.6 kv electric lines, together with street lighting 
and signal systems. Cazenovia serves about 2,200 customers in Madison County 
in central New York State. Its service area is contiguous to that of Niagara 
Mohawk, from which it purchases substantially all of its electric energy require- 
ments. 

Niagara Mohawk is engaged in the generation, transmission, distribution, and 
sale of electric energy’ to about 1,100,000 customers in 42 counties in upstate 
New York, a territory which encompasses the cities of Buffalo, Syracuse, Utica, 
and Albany. It holds several licenses issued under the Federal Power Act for 
hydroelectric projects, and maintains interconnections with a number of neighbor- 
ing electric utilities. Upon completion of the transactions here contemplated, 
present and prospective customers of Cazenovia will be served by Niagara Mo- 
hawk, and the rates of the latter company will supplant those of Cazenovia. 

The proposed merger or consolidation of all of the facilities of Cazenovia with 
and into those of Niagara Mohawk is to be carried out in conformity with the 
terms and conditions of a contract dated December 3, 1957, between Niagara 
Mohawk and the holders of the outstanding Common Stock of Cazenovia.” This 
transaction was ratified by a resolution of Niagara Mohawk’s Board of Directors 
on January 16, 1958. 

Upon consummation of the merger, the separate existence of Cazenovia will 
cease, and Niagara Mohawk will acquire all of that company’s properties and 
assume all of its liabilities." As of September 30, 1957, Cazenovia had 750 shares 
of Preferred Stock, par value $100 per share, outstanding. These shares of 
Preferred Stock were redeemed on January 2, 1958, with funds secured from the 
issuance by Cazenovia of a short-term note in the principal amount of $75,000, 
which, as indicated above, will be assumed by Niagara Mohawk. 

Under the terms of the aforementioned contract of merger, Niagara Mohawk 
will issue 9,936 shares of its no par value Common Stock in exchange for the 
outstanding 3,312 shares, without par value, of Cazenovia’s Common Stock on the 
basis of three shares of Niagara Mohawk’s Common Stock for each share of 
Cazenovia’s Common Stock. Niagara Mohawk proposes to record the exchange 
of Common Stock on its books by a credit of $259,294 to Common Stock and a debit 
of the same amount to Investment in Associated Companies. The application 
states that the aforementioned ratio of exchange of the two companies’ Common 
Stock was determined by arm’s length bargaining. 

As of September 30, 1957, the stated original cost of the total electric utility 
plant of Cazenovia was $952,310, with an applicable reserve for depreciation of 
$318,175. The application indicates that Niagara Mohawk will account for the 
proposed transactions in accordance with the Commission’s Uniform System of 
Accounts, and the proposed merger will not result in the creation of an acquisition 
adjustment. 

The application sets forth that the proposed merger or consolidation will be 
in the public interest because such would result in a substitution of the lower 


2It also provides natural gas service in several cities located in the upstate New York 
area. 

2 This contract was originally in the form of an offer to purchase by Niagara Mohawk; 
and, by its terms, it became effective as a binding agreement through its acceptance by 
holders of 95% or more of the outstanding shares of Cazenovia’s no par value Common 
Stock. 

*Among the labilities Niagara Mohawk proposes to assume are $250,500, principal 
amount of First Mortgage Bonds; Notes Payable, $187,000; and Other Current Liabilities, 
$52,727. Accounts Receivable in the amount of $9,421 from Cazenovia will be eliminated 
on Niagara Mohawk’s books. 


554728—61——_35 
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rates and charges of Niagara Mohawk for those of Cazenovia and the creation of 
a single integrated transmission and distribution system in the area affected. 
The proposed merger also would make available more adequate electric facilities 
in the territory involved and a greater capacity to obtain capital at currently 
reasonable rates for necessary future expansion and development of the utility 
system. 

Written notice of the application has been given to the New York Public Service 
Commission, the Massachusetts Department of Public Utilities, the New Jersey 
Board of Public Utility Commissioners, and the Pennsylvania Public Utility 
Comunission, and to the Governor of each of those States. Notice was also pub- 
lished in the Federal Register on January 23, 1958 (23 F. R. 446-47), stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before February 6, 1958, with 
the Federal Power Commission, Washington 25, D. C. No protest or petition 
or request to be heard in opposition to the granting of the application has been 
received. 

By order dated March 25, 1958, the New York Public Service Commission 
approved the proposed merger or consolidation of Cazenovia into Niagara Mohawk 
in the manner as described above. 


The Commission finds: 


(1) Niagara Mohawk, a New York corporation, owns and operates facilities, 
among others, for the transmission and sale at wholesale for resale of electric 
energy, which is transmitted among the States of New York, Pennsylvania, 
Massachusetts, and New Jersey, and consumed at points outside the State in 
which it is generated, all of which facilities are in addition to and do not include 
facilities used for the generation of electric energy or facilities used in local 
distribution or only for the transmission of electric energy in intrastate commerce, 
or facilities for the transmission of electric energy consumed wholly by the trans- 
mitter. Niagara Mohawk is, therefore, a public utility within the meaning of 
that term as used in Section 201 of the Federal Power Act. 

(2) By the proposed transactions, as described above, Niagara Mohawk will 
merge or consolidate its facilities subject to the jurisdiction of the Commission 
with those of Cazenovia, another person within the meaning and subject to the 
requirements of Section 203 of the Act. 

(3) The proposed merger or consolidation of the facilities of Cazenovia with 
its own facilities by Niagara Mohawk will be consistent with the public interest 
as expressed in the Act, for the reasons as set forth in the recital above. 

(4) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed merger or consolidation by Niagara Mohawk of its facilities 
with those of Cazenovia, as described above, is authorized and approved upon the 
terms and conditions as set forth in the application, as supplemented, subject to 
the provisions of this order. 

(B) This authorization shall expire unless the transactions herein authorized 
are consummated within 90 days from the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuations, estimates or determinations of cost, or any other matter whatsoever 
which is now pending or may come before this Commission, and nothing in this 
order shall be construed as an acquiescence by this Commission in any estimate 
or determination of cost or any valuation of property claimed or asserted. 
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PAN AMERICAN PETROLEUM CORPORATION,’ G-8697; CONTINENTAL 


OIL COMPANY, G-8696; MISSISSIPPI RIVER FUEL CORPORATION, 
G-9097 


ORDER DISALLOWING PROPOSED INCREASED RATES, ORDERING REFUND, DENYING MOTION, 
GRANTING REQUEST TO WITHDRAW PETITION FOR DECLARATORY ORDER, AND MODIFY- 
ING AND ADOPTING INITIAL DECISION OF PRESIDING EXAMINER 


(Issued April 14, 1958) * 
Syllabus 


1, Cases establish that companies’ sales are “sales in interstate commerce of 
natural gas for resale” under Section 1 (b) of the Natural Gas Act. P. 521. 

2. Every change of an existing rate to a different price by reason of a step-up 
escalation clause in a sales contract constitutes a change in rate and is sub- 
ject to suspension under Section 4 of the Natural Gas Act. P. 521. 

8. Commission’s action suspending Stanolind’s proposed increase and permitting 
Gulf’s proposed rate to go into effect but instituting investigation against 
Gulf does not sustain contention of deliberate and willful discrimination 
where the aggregate of the changes proposed by Stanolind were much larger. 
P. 535. 

4, Independent producers have not shown their proposed increased rates are 
justified, and cannot until they meet the requirements of Union Oil and City 
of Detroit cases. P. 543. 

5. Commission disallows proposed increased rates under Section 4 of the Natural 
Gas Act. P. 522. 

Commissioners Dieny and KLINE corcurring. 


John F. Jones, Frank J. Scurlock, Richard B. McEntire, and Earl R. Stanley 
for Stanolind Oil and Gas Co. 

Roland B. Voight and Frank J. Scurlock for Continental Oil Co. 

William A. Dougherty, Henry F. Lippitt, II, A. W. Manley, and Cleon L. Burt 
for Mississippi River Fuel Corp. 

Lambert McAllister and S. W. Jensch for the staff of the Federal Power 
Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 

This is a rate case under Section 4 (e) of the Natural Gas Act, arising on 
filings by independent producers Pan American Petroleum Corporation (Pan 
American) and Continental Oil Company (Continental) of proposed changes in 
rates for sales of natural gas to Mississippi River Fuel Corporation (Mississippi 
River Fuel), which proposed changes were suspended by Commission order 
dated April 1, 1955. In docket Nos. G-8697 and G-—8696 the rates for sales of 
gas by Pan American and Continental to Mississippi River Fuel from the 
Woodlawn Field, Harrison County, Texas, would be increased from 13.0 cents 
per Mcf to 13.5 cents, pursuant to provisions in the identical contracts dated 
April 3, 1951 between Pan American and Mississippi River Fuel, and Continental 
and Mississippi River Fuel, respectively, calling for fixed, periodic escalation 
in the amounts therein specified, in this instance 0.5 cent. 

The other docket, No. G-—9097, involves a “Petition for Relief and for 
Declaratory Order” filed by Mississippi River Fuel on July 5, 1955, requesting 
the Commission to resolve a dispute respecting the same April 3, 1951 contract 


1The name of the company has been changed from Stanolind Oil and Gas Company 
to Pan American Petroleum Corporation since this proceeding was instituted. 

*Initial decision appears on page 523. Rehearing denied by order issued June 6, 1958, 
Affirmed, 269 F. 2d 228, cert. den., 361 U.S. 895. 
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between Pan American and Mississippi River Fuel, which constitutes Pan 
American’s FPC Gas Rate Schedule No. 31 and Continental’s FPC Gas Rate 
Schedule No. 107, under which their proposed increased rates were requested 
in these proceedings. 

The proposed increased rates of Pan American and Continental were in- 
stituted under “notices” filed by the companies on March 2, 1955, and March 7, 
1955, respectively, and were, as mentioned, suspended by Commission orders 
issued April 1, 1955. By order issued May 19, 1955, the Commission con- 
solidated the above-entitled proceedings for hearing. After various procedural 
actions, hearings commenced on October 1, 1955 and continuing intermittently for 
18 days, concluded on November 1, 1956. 

The initial decision of the presiding examiner was issued on February 8, 1957. 
He determined, first, that the sales of natural gas by Pan American and Conti- 
nental to Mississippi River Fuel under the parties’ contracts involved in this 
ease are subject to Commission jurisdiction under Section 1 (b) of the Act, and 
that the former two are “natural-gas companies” within the meaning of the Act; 
second, that the Commission’s orders suspending the companies’ “notices” of 
increased rates were lawful and proper; and third, that the companies had failed 
to sustain their burden under the Act of supporting the proposed increased rates, 
by their failure to offer any evidence respecting their investment in plant or their 
costs of operations. Fourth, the presiding examiner determined the controversy 
which had arisen between Mississippi River Fuel and Pan American on their 
contract, as requested by Mississippi River Fuel in its petition for a declaratory 
order in Docket No. G-9097. Finding against Mississippi River Fuel in the 
premises, he ordered that the petition be denied. 

Exceptions to the presiding examiner’s decision were filed by Pan American 
and Continental on April 19, 1957, and by staff counsel on May 20, 1957. Also, 
on March 27, 1957, subsequent to the presiding examiner’s decision, Mississippi 
River Fuel filed a notice of withdrawal of its petition for a declaratory order 
in Docket No. G—9097. 

We are in agreement with the basic determinations reached by the presid- 
ing examiner on the first three of the foregoing issues. The considerations which 
support the conclusions stated in his decision are cogently detailed therein and 
need not be repeated here, except to the extent necessary to pass on material 
exceptions thereto or for appropriate comment otherwise. 

Considering the last of the above-mentioned matters first, as already indicated, 
Mississippi River Fuel has filed a notice of withdrawal of its petition for a 
declaratory order. In its notice the company stated that the “outstanding dif- 
ferences between the parties have been resolved” and requests that “no further 
action be taken by the Commission in these proceedings and that the case be 
dismissed as moot.” Pan American and Continental have excepted to the de- 
terminations reached on the issues raised by the petition for declaratory order, 
solely for the purpose of protecting their rights in the event Mississippi River 
Fuel’s request is not granted, however. They also state that the issues raised 
in Docket No. G-9097 no longer exist and request that the proceeding in this 
docket be terminated. Staff counsel, excepting with respect to this issue alone, 
seemingly takes the position that we should deny Mississippi River Fuel’s request. 
However, under the existing circumstances we think the company’s request to 
withdraw their petition should be granted, and our order will so provide. 


2It should be noted that there is pending in Docket No. G—9279, et al., investigatory 
proceedings under Section 5 (a) of the Act, respecting the justness and reasonableness 
of the rates, services, etc., of Pan American and Continental in issue in this case, which 


ig in essence the issue presented by Mississippi River Fuel’s petition for a declaratory 
order. 
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Accordingly, since under this ruling the discussion in the presiding examiner’s 
decision following the heading “Motion for Relief and Declaratory Order” is 
unnecessary, the decision should be modified by eliminating that part thereof, 
as well as paragraph (7) of the formal findings and paragraph (B) of the order, 
relating to the same subject matter. 

Turning to the exceptions of Pan American and Continental, we think that 
their argument that the Commission lacks jurisdiction in this case is fully 
refuted by the authorities and considerations discussed in the presiding exam- 
iner’s decision. If any further citation is required, the case of Deep South Oil 
Company of Texas v. Federal Power Commission, 247 F. 2d 882 (C. A. 5), June 
29, 1957, decided subsequent to the presiding examiner’s decision, establishes 
beyond question that these companies’ sales are “sales in interstate commerce 
of natural gas for resale” under Section 1 (b) and that the companies are “nat- 
ural-gas companies” within the meaning of the Act. Arguments substantially 
identical to those advanced by the companies here were explicitly rejected by the 
court there, and its holdings are determinative in this case. In the light of that 
decision it cannot be successfully argued that the sales in issue are not “in” 
interstate commerce. Further, it is evident from that opinion that the particular 
point at which title and custody of the gas pass to the purchaser, or the fact 
that processing may take place after the sale, is of little materiality so far as the 
reach of Section 1 (b) of the Act is concerned.’ 

Likewise, we consider that the presiding examiner’s decision fully disposes 
of the parties’ contentions respecting the lawfulness and propriety of our order 
suspending the companies’ proposed increased rates sought to be made effective 
under the notices which they have filed. It is sufficiently apparent by now that, 
both as a matter of law and Commission regulatory policy, every change of an 
existing rate to a different price by reason of a step-up escalation clause in a 
sales contract constitutes a change in rate, and every such change is subject to 
suspension by virtue of Section 4 (e) of the Act. See, e. g., Mississippi River 
Fuel Corporation, 2 F. P. C. 170, 176; aff'd, Mississippi River Fuel Corp. v. 
Federal Power Commission, 121 F. 2d 159; Section 154.94 (c) of F. P. C. Regu- 
tations under the Natural Gas Act. The companies’ claims of arbitrary and dis- 
criminatory action are fully dealt with in the presiding examiner’s decision. 

Likewise, the exceptions of Pan American and Continental to the presiding 
examiner’s determination that the companies had failed to sustain their burden 
of showing that the proposed increased rates are just and reasonable under our 
opinion in Matter of Union Oil Company of California, et al., 16 F. P. C. 100, and 
the court’s decision in City of Detroit v. Federal Power Commission, 230 F. 2d 
810, raise no material point not sufficiently dealt with in the presiding examiner’s 
decision. We conclude that the companies have not shown their proposed in- 
creased rates are justified, nor can they until they meet the requirements of 
these decisions. 

We conclude that all the material exceptions to the presiding examiner’s 
initial decision issued herein are sufficiently answered in that decision, and 
that all the exceptions filed to such decision should be denied. 


The Commission further finds: 


(1) Pan American Petroleum Corporation and Continental Oil Company are 
each engaged in the sale of natural gas in interstate commerce for resale for 
ultimate public consumption subject to the jurisdiction of the Commission, and 


2 See also Continental Oil Company v. Federal Power Commission, 247 F. 2d 904, (C. A. 
5, June 29, 1957); J. M. Huber Corp. v. Federal Power Commission, 236 F. 2d 550 
(C. A. 3), August 31, 1956; Saturn Oil € Gas Company, Inc. v. Federal Power Commis- 
sion, 250 F. 24 61, No. 5582, CA 10, November 20, 1957, cert. denied, 355 U. S. 956. 
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each is therefore a “natural-gas company” within the meaning of the Natural 
Gas Act. 

(2) The sale of natural gas by Pan American under its FPC Gas Rate Schedule 
No. 31 and by Continental under its FPC Gas Rate Schedule No. 107 and the 
supplements to such schedules respectively, to Mississippi River Fuel Corpora- 
tion in the Woodlawn Field in Harrison County, Texas, are sales in interstate 
commerce for resale for ultimate public consumption within the meaning of the 
Natural Gas Act. 

(3) The proposed increased rates reflected in Supplement No. 10 to Pan 
American’s FPC Gas Rate Schedule No. 31 and in Supplement No. 8 to Con- 
tinental’s FPC Gas Rate Schedule No. 107 have not been shown to be just and 
reasonable within the meaning of the rate provisions of the Natural Gas Act 
and such proposed increased rates should be disallowed. 

(4) Mississippi River Fuel’s request filed March 27, 1957, to withdraw its 
petition for a declaratory order and other relief filed on July 5, 1955, in Docket 
No. G-9097 should be granted. 

(5) Pan American’s motion on May 21, 1956, to dismiss these proceedings on 
the ground that the issuance of the Commission’s suspension order herein was 
beyond its authority, is without substantial support in evidence or reasonable 
basis in law and should be denied. 

(6) The presiding examiner’s decision should be modified by eliminating the 
discussion following the heading “Motion for Relief and Declaratory Order” at 
page 32 of the decision through page 44; by eliminating the language described 
above at page 30 (mimeo. ed.) as more fully described above; and by substituting 
the instant formal findings and order for those of the presiding examiner’s 
decision. 

(7) The exceptions to the presiding examiner’s decision inconsistent with this 
order and not discussed herein are immaterial to a correct decision in this case 
and no further discussion of them is required; and further, such exceptions are 
without merit and should be denied. 


The Commission orders: 


(A) The proposed increased rates reflected in Pan American’s FPC Gas Rate 
Schedule No. 31, Supplement No. 10, and in Continental’s FPC Gas Rate Schedule 
No. 107, Supplement No. 8, are hereby disallowed. 

(B) Within 70 days from the date of the issuance of this order Pan American 
and Continental shall refund to Mississippi River Fuel the difference between 
the amounts collected under bond or undertaking by Pan American and Con- 
tinental under the provisions of Supplement No. 10 to Pan American’s FPC Gas 
Rate Schedule No. 31 and Supplement No. 8 to Continental’s FPC Gas Rate 
Schedule No. 107, and the amounts which they would have collected had not 
such supplements been permitted to become effective, together with interest at 
the rate of 6% per annum from the dates of the receipt of such amounts to the 
date of refund, Pan American and Continental to bear the costs incident to 
making the refunds. 

(C) Within 85 days from the date of the issuance of this order Pan American 
and Continental shall report to the Commission in writing and under oath the 
details on and calculations resulting in the refunds ordered in paragraph (B) 
above, together with copies of releases from Mississippi River Fuel with respect 
to such refund. 

(D) Mississippi River Fuel’s request filed March 27, 1957, to withdraw its 
petition for a declaratory order and other relief filed on July 5, 1955, in Docket 
No. G—9097, is granted. 
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(E) Pan American’s motion on May 21, 1956, to dismiss these proceedings 
is denied. 

(F) The presiding examiner’s initial decision issued herein on February 8, 
1957, is modified as set forth in finding (6) above and as so modified is adopted 
as the decision of the Commission. 

(G) Exceptions to the presiding examiner’s decision inconsistent with this 
order are denied. ; 

Commissioners Digby and Kline concurring stated they would approve the 
rates filed for the reason that the increase suspended is a periodic increase. 


DECISION 
UPON NOTICES TO MAKE EFFECTIVE INCREASED RATES 
(Issued February 8, 1957) 


Marsh, Presiding Examiner: The proceedings in the matters of Stanolind Oil 
and Gas Company (Stanolind), Docket No. G-8697, and Continental Oil Company 
(Continental), Docket No. G-8696, are upon orders of the Federal Power Com- 
mission suspending, pursuant to Section 4 (e) of the Natural Gas Act, (the Act) 
“proposed changes in rate filings” relating to the sale of natural gas to Mississippi 
River Fuel Corporation (Mississippi) in the Woodlawn Field, Harrison County, 
Texas. The proceedings in the matter of Mississippi River Fuel Corporation, 
Docket No. G-9097, is upon a petition for relief and for a declaratory order, pur- 
suant to Section 1.7 (c) of the Commission’s Rules of Practice and Procedure, 
relating to such sale of natural gas. 

In pertinent substance, Section 4 of the Act provides that every natural-gas 
company shall file with this Commission schedules showing all of its rates and 
charges for the sale of natural gas subject to the jurisdiction of the Commission ; 
that unless the Commission otherwise orders, no changes shall be made in any 
such rates and charges; that whenever a new rate schedule is filed the Commis- 
sion has authority to enter upon a hearing concerning the lawfulness of such 
rates and charges and, pending such hearing and a decision thereon, to suspend 
the operation thereof; and that at the hearing the burden of proof to show that 
the increased rate or charge is just and reasonable shall be upon the natural-gas 
company whose such rates or charges are proposed to be increased. 

Section 1.7 (c) of the Commission’s Rules of Practice and Procedure’ con- 
templates the filing of petitions for declaratory orders to terminate a controversy 
or remove uncertainties. 

The sales of natural gas with which this proceeding is concerned are made 
pursuant to the provisions of a contract entered into on April 3, 1951, between 
Stanolind and Continental as “Seller” (sometimes hereinafter referred to as 
Applicants) * and Mississippi as “Buyer”. On October 19, 1954, assertedly 
involuntarily and solely for the purpose of complying with the Commission’s 
orders, Stanolind transmitted to the Commission that contract, together with 
supplements thereto 1 to 9, inclusive, and also an application for a certificate of 
public convenience and necessity authorizing the continuance of the sale of gas 
covered thereby. Coincidentally with the making of the filing Stanolind stated 
that the document was transmitted in its entirety as an initial rate schedule and 
that all of the price provisions therein contained constituted such initial rate 


1Cf. Section 5 (d) of the Administrative Procedure Act. 
2 With reference to contentions, unless otherwise indicated, they are referred to inter- 
changeably and collectively. 
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filing. Included in the filing was a disclaimer of the Commission’s jurisdiction 
of the transaction. The contract was received and accepted pursuant to the 
provisions of Section 154.101 of the Commission’s Rules and Regulations and 
was designated “Stanolind Oil and Gas Company, et al., F. P. C. Gas Rate 
Schedule No. 31.” 

On November 28, 1954, Continental filed with the Commission the identical 
contract and in that instance it was accepted and designated “Continental Oil 
Company’s F. P. C. Gas Rate Schedule No. 107.” 

On March 2, 1955, Stanolind, as operator, and for the purpose of complying 
with the Commission’s order, tendered for filing a notice that under the price 
provisions of the contract of April 3, 1951, an escalation from 13¢ to 13.5¢ per 
Mcf would occur on April 3, 1955. That filing was accepted and designated 
Supplement No. 10 to Stanolind’s F. P. C. Gas Rate Schedule No. 31. Similarly 
on March 7, 1955, Continental tendered for filing a document (dated March 4, 
1955) which called attention to the provision in the contract that the 13.5¢ price, 
rather than the 13¢ price, would apply on April 3, 1955. That document was 
designated as Supplement No. 8 to Continental’s F. P. C. Gas Rate Schedule No. 
107. 

On April 1, 1955, the Commission issued the orders heretofore referred to 
Suspending from April 3 to September 3, 1955, the operation of the price escala- 
tion provision (described in the orders as “proposed changes in rates”) of the 
rate filings made by Stanolind (in Docket No. G-8697) and by Continental (in 
Docket No. G-8696). On that date also an order was issued suspending proposed 
changes in rate filings made by Phillips Petroleum Company (Phillips) in Docket 
No. G—8695 which, similarly, was related to the sale of natural gas to Mississippi 
in the Woodlawn Field. 

On February 4, 1955, Gulf Oil Corporation (Gulf) had filed notice of a change 
in rate schedule, designated as Supplement No. 5 to Gulf’s F. P. C. Gas Rate 
Schedule No. 22, pertaining to sales of natural gas in interstate commerce in the 
Woodlawn Field “which sales”, the Commission’s order of May 19, 1955, referred 
to below recited, “are related to or are made simultaneously with the same sales 
made by Stanolind, Phillips, and Continental to Mississippi * * *” as above set 
out. By letter dated April 6, 1955, Gulf was notified that Supplement No. 5 to its 
F. P. C. Gas Rate Schedule No. 22 would be permitted to become effective. How- 
ever, on May 19, 1955, the Commission issued an order instituting an investigation 
into the reasonableness and lawfulness of the rates, charges and classifications 
pertaining to Supplement No. 5 to Gulf’s F. P. C. Gas Rate Schedule No. 22. That 
proceeding was docketed as Docket No. G-8919. 

On April 29, 1955, Continental filed in Docket No. G-8696 an application for 
rehearing and reconsideration of the order of suspension of April 1, 1955. On 
May 2, 1955, Stanolind filed, in Docket No. G-—8697, an application to vacate or 
modify the order suspending the proposed change in Stanolind’s rate schedule. 

In an order dated May 19, 1955, the Commission consolidated for hearing the 
proceedings in Docket Nos. G-8695, G-8696, G-8697 and G-—8919, denied the 
applications of Stanolind and Continental for rehearing and reconsideration of 
the suspension orders, and set the matters down for hearing. 

Subsequently, upon consideration of Gulf’s motion to reset the hearing, 
Phillips’ motion for continuance of the hearing, and Stanolind’s motion to re- 
consider, vacate and set aside the order consolidating the proceedings and for 
severance thereof,’ the Commission issued an order in which the proceeding in 


* Continental, however, filed no such pleading. 
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Docket No. G—8695 and the proceeding in Docket No. G-8919 were severed from 
the consolidated proceeding in the matters of Docket Nos. G-8697 and G—8696, 
and set the latter two docket numbers down for hearing on June 15, 1955. 
Pursuant thereto hearings were held on June 15, 16 and 17, on which last date 
the hearing was recessed at the request of Mississippi which had been per- 
mitted to participate as an intervener following the filing on June 6, 1955 of a 
petition to intervene.‘ 

On July 5, 1955 Mississippi, the purchaser of the gas with which we are here 
concerned, filed the petition for Relief and Declaratory Order to which reference 
has been made and that proceeding was designated Docket No. G-9097. On 
July 8, 1955 the Commission issued an order consolidating Docket No. G—9097 
with the proceedings in Docket Nos. G—8697 and G—8696. 

On September 29, 1955 the Commission issued an order making Supplement 
No. 8 to Continental’s F. P. C. Rate Schedule No. 107 effective as of September 
3, 1955 subject, however, to refund under bond of such portion of the increase as 
might be found not justified. A similar order was issued with respect to 
Supplement No. 10 of Stanolind’s F. P. C. Rate Schedule No. 31 on October 24, 
1955. Thus that rate Schedule also became effective on September 3, 1955 sub- 
ject to an undertaking by Stanolind to refund any part of such increase found 
to be unreasonable and unlawful. 

At the opening of the hearing in Docket Nos. G-8697 and G—8696 counsel for 
Stanolind directed to the Presiding Examiner a motion that the Commission’s 
order issued April 1, 1955, suspending in Docket No. G-8697 the proposed changes 
in rates, be vacated and the proceedings be dismissed for the reason that that 
order of April 1, 1955 was unlawful and in excess of the authority vested in the 
Commission; that it constituted unequal treatment under the law and failed 
to comply with the statutory requirements contained in Section 4 (e) of the 
Act inasmuch as said order “failed to assign any reasons for such suspension.” 
Continental joined in the motion in its applicability to Docket No. G—8696. 

Stanolind also directed to the Presiding Examiner a motion that there be 
furnished to that applicant a Bill of Particulars setting forth the reasons for 
the suspension of Supplement No. 10 to Stanolind’s F. P. C. Rate Schedule No. 31. 
Continental joined in that motion as applicable to Docket No. G—8696 and in 
regard to Supplement No. 8 to Continental’s F. P. C. Gas Rate Schedule No. 107. 
Both of such motions were denied by the Presiding Examiner. 

On May 21, 1956, during the course of the hearing, Stanolind moved orally 
for a dismissal of the within proceedings on the ground that the issuance of the 
order exceeds the authority granted to the Commission under the Natural Gas 
Act. That motion, among the other issues hereinafter discussed, remains for 
decision here. 

Sessions of the hearing were held on 18 days, over a period of 13 months. 
The testimony of some 15 witnesses was taken and some 135 documents were 
received in evidence as exhibits. After the hearings were concluded the parties 
were permitted to file briefs and briefs were filed (separately) by the Applicants, 
by Mississippi and by the Staff of the Commission. Subsequently, Stanolind 
filed a motion (later amended) that the record herein be reopened, and said 
cause be set for further hearing to receive additional evidence, and Continental 
similarly moved. Such motions were denied by the Presiding Examiner as was 
also a motion filed by Stanolind requesting reconsideration of the motion so 
denied. 


* The petition was granted on June 21, 1956. 
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The Parties, and the Operations in the Woodlawn Field 


Stanolind, Continental and Mississippi are all three corporations organized 
under the laws of the State of Delaware. Mississippi is, and for many years has 
been, (Mississippi River Fuel Corporation v. Federal Power Commission, 121 
F. 2d 159 and others) a natural-gas company subject to the jurisdiction of this 
Commission. Continental has been found to be, with respect to other opera- 
tions, an independent producer of natural gas within the purview of the Com- 
mission’s Orders 174 et seq. (infra, p. 530). 

The natural gas, the sales of which are involved in this proceeding, is pro- 
duced from wells in the Woodlawn Field which is situated in Harrison County 
in northeast Texas. Those sales are made pursuant to the provisions of the 
contract of April 3, 1951 between Stanolind and Continental as “seller” and 
Mississippi as “buyer”. The contract is for a term of 20 years subject to certain 
termination rights, none of which have been exercised. Other aspects of the 
contract will be more fully hereinafter discussed. 

The Woodlawn Field contains approximately 30,000 acres, and it is considered, 
for the area in which it is located, a rather large field and a very significant natural 
gas reservoir. There are 49 wells in the field owned by various owners, includ- 
ing Stanolind and Continental. Of the 49, Stanolind is the operator of 33. 
Those are the wells from which the gas with which we are here concerned is 
produced. The other 16 are not operated by Stanolind and are not involved 
in this proceeding. 

After it reaches the wellhead, the gas produced from the wells operated by 
Stanolind and covered by the contract above described flows through a small 
pipeline a relatively short distance to a section of pipe described as a “sampling 
loop.” That loop consists of 17 feet of carefully curved pipe which is employed 
to procure a sample of the effluent so that there may be determined the liquid 
content of the gas and so that the appropriate portion of the condensate produc- 
tion of the well can be determined and allocated back to the particular owner 
thereof. The distance from the valve located on the “Christmas tree” of the 
well to the downstream end of the sampling loop varies in relationship to the 
several wells between 117 and 275 feet, an average of 157 feet. In a few instances 
the gas flows from the well through a choke valve, which is used to reduce 
pressures from a somewhat higher to any desired lower pressure, and into a 
standard oil and gas field “water knockout” separator. The latter piece of 
equipment is employed to remove water in a liquid state from the stream of 
gas. It does not, however, remove the hydrocarbons which emerge from the well 
along with the gas. In those instances the gas then flows to a meter run or 
tube, with which there is associated an orifice gauge, where the gas is measured. 
Meters at the wellhead are required in order to comply with the “allowables” 
regulations with respect to the production from the individual well, and also in 
order that each royalty owner’s share of the condensate production may be 
determined.® 

In most instances, however, after passing through the sampling tube the gas 
flows directly into the meter tube and after that through a choke valve. In 
almost every such instance the gas, still in the “raw stream” state and thus 
containing liquid hydrocarbons, gasoline and other distillates and saturated 
with water at the temperature and pressure derived from the well, moves into an 
indirect, gas-fired water-bath wellhead heater. When liquid water and hydro- 
carbons come into contact with each other under high pressure a solid sub- 


5 Meter charts are placed in these meters by Mississippi. Mississippi removes the 
charts and sends them to Stanolind, who then returns them to Mississippi. 
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stance similar to ice, and which is for all practical purposes ice, forms. Those 
formations will “plug up’ the pipeline and prevent the free flow of gas. The 
heater is like a boiler, having a series of coils in water, the water being immedi- 
ately above a firebox in which the fire is located. Thus, the heat is transferred 
to the water and from the water to the gas stream flowing through the coils. 
The gas entering the heater is about 75-80° and the temperature at the outlet 
is about 140° F. These heaters are used generally only from October through 
March or April. 

After the gas has moved a further distance from the wellhead heater it tends, 
the speed depending upon the quantity of gas and the ground temperature, to 
again approach ground temperature. Thus, in virtually every instance the gas 
flows through a second heater, this time a “line heater.” A “line heater” is 
basically the same as a “wellhead heater” except that it is larger and is more 
remote from the well. From the several lines above-described the gas flows into 
a header. That header as well as all of the lines and facilities lying between 
it and the wellhead of each of the wells covered by the contract of April 3, 1951, 
are owned and operated by Mississippi River Fuel Corporation. 

With the header there is interconnected a 10’’ line owned and operated by 
Woodlawn Processing Corporation * through which the gas purchased by Missis- 
sippi under the above described contract flows into the former’s processing plant." 
In that plant the gas flows first into a mechanical separator which drops out the 
solid liquids. It then flows into a piece of equipment by means of which, by the 
absorption process, gasoline, distillate and various liquid components are re- 
moved. The gas then enters a dehydration unit in which the remainder of the 
moisture is removed. From the separator and the absorber the liquid flows 
through a liquid meter and from thence to the Carthage Processing Plant. The 
dry gas flows out of the Woodlawn processing plant into a pipeline owned and 
operated by Mississippi. Through it the gas moves into and through Mississippi’s 
master meters* into Mississippi’s Woodlawn-Perryville transmission line. 

When the Woodlawn Field was new there were no compressors installed or 
in use on any of the lines to the central field separators, which were replaced 
by the processing plant. The inlet pressure at the central plant was around 
2,000 and 2,100 pounds. Thus the gas then flowed into and through the separating 
plant entirely under the pressure provided by the wells. 

Since then the well pressures have subsided somewhat and the pressure of 
the gathering system ranges from 1,000 to 1,150 pounds. At the inlet to the 
gasoline plant they range from 850 to 1,000 pounds and it must be at approxi- 
mately that pressure in order to enter Mississippi’s 16 inch line downstream from 
the plant. In the meanwhile, sometime prior to March 1953, Mississippi in- 
stalled two compressors, one on a line from a single well, and another on a line 
from three wells. The purpose of this installation was to increase the pressure 
to the point that gas from these wells could be received into the gathering system. 
However, it has only been necessary to operate one of those compressors for a 
short while in 1953 and the other for a short while in 1954. Except to the extent 
that such pressure is, on such rare occasions, contributed by the operations of 
the compressors last above-described, the gas sold by Applicants to Mississippi 
flows from the wells by which it is produced into and through the Woodlawn 
processing plant and on into Mississippi's 16 inch Woodlawn-Perryville trans- 


*The testimony here is that Stanolind owns no part of this corporation. There is 
no evidence of affiliation between it and any of the other parties to the proceeding. 

7 There is no metering equipment at that point. 

8 With respect to the treatment of meter charts and keeping records, the procedure 
here is the same as that for the wellhead meters (supra, p. 526). 
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mission line by means of such well pressures. After flowing into that line the 
gas moves in an easterly direction out of the state of Texas in which it is pro- 
duced and into the state of Louisiana. At Perryville in the latter state the 
16 inch line interconnects with Mississippi’s main transmission system and 
through that network of pipeline the gas continues to flow, in a northerly direc- 
tion, through the state of Arkansas and into the state of Missouri. There, in 
the environs of the city of St. Louis, the gas is sold at wholesale for ultimate 
domestic, commercial and industrial consumption. 

Thus there is a continuous and uninterrupted flow of the gas from the wells in 
Texas to the burner tip in Missouri and Illinois. 


The Jurisdiction of the Commission 


It would seem beyond question that at the point at which the gas leaves the 
processing plant and enters Mississippi’s interstate transmission pipeline above- 
described, production and gathering thereof have been completed. Nothing fur- 
ther remains to be done which conceivably could be construed as part of, 
or related to, the production and gathering processes. Thus, if it were found 
that the sale from Applicant to Mississippi takes place at the point of such re- 
delivery to the latter, construing the recent decisions of the Supreme Court of the 
United States ° most narrowly the sale would be the sale of natural gas in inter- 
state commerce within the meaning of the Natural Gas Act, and it would thus 
be subject to the jurisdiction of this Commission. 

Despite the fact that there is a dispute as to where for billing purposes 
measurement of the gas should take place, it seems to be agreed by all of the 
parties and participants that title to the gas passes at the wellhead meter. 

However, it is the position of the Applicants that all of the activities in the 
Woodlawn field which occur upstream from the point at which the gas flows 
into Mississippi’s Woodlawn-Perryville interstate line, including the Applicants’ 
sale, do not occur in interstate commerce; that all such activities, including the 
sale, are preparatory to manufacture and processing; that any movement occur- 
ring during these activities is preparatory to an interstate journey; that the 
commodity delivered to the purchaser at the time of the sale is unfit for inter- 
state transmission; and that any Federal regulation of the sale would be incon- 
sistent with and an intrusion upon the constitutional powers of the state to 
regulate the activities in the field. 

The record shows that the Railroad Commission of Texas has, for purposes 
of conservation and the prevention of waste, issued special orders declaring the 
Petit reservoir of the Woodlawn Field to be an associated gas and oil field, and 
has otherwise exercised jurisdiction over the functions of producing gas from 
wells in the Woodlawn Field. The testimony is that the field is subject to the 
orders and regulations of the Texas Railroad Commission. 

Taking up those contentions in reverse order, and with respect to the last of 
them, reference is made to the words of the Supreme Court of the United States 
in Federal Power Commission v. Natural Gas Pipeline Company of America, 315 
U. S. 575, 582, that, “It is no objection to the exercise of the power of this com- 
mission that it is attended by the same incidents which attend the exercise of 
the power of the state.” 

In Interstate Natural Gas Company, Inc. v. Federal Power Commission, 331 
U. S. 682, 690, 691, the court recognized the reservation to the states of the power, 
such as is exercised in the Woodlawn Field by the Railroad Commission of the 


® Phillips Petroleum Company v. Wisconsin, et al., 347 U. S. 672; Michigan-Wiasconsin 
Pipe Line Company v. Calvert, 347 U. 8. 157; Natural Gas Pipe Line Company v. Panoma 
Corporation, 349 U. 8S. p. 44. 











FEDERAL POWER COMMISSION 529 


State of Texas, to regulate and control the physical production of natural gas 
in the interests of conservation or any other consideration of legitimate local con- 
cern. “It was the intention of Congress”, the court said, “to give the states full 
freedom in these matters.” The court went on to say, however, that it was not 
sufficient to defeat the Commission’s jurisdiction over sales for resale in inter- 
state commerce to assert that in the exercise by this Commission of the power 
of rate regulation over natural-gas companies local interests may in some degree 
be affected. 

It is entirely clear from the decisions of the courts that the jurisdiction of this 
Commission over the sale of natural gas in interstate commerce is not dependent 
upon the exercise of, or the failure to exercise, powers of conservation by state 
commissions. Grounded upon such court decisions this Commission has enun- 
ciated the principle that the exercise of jurisdiction by this Commission is not 
predicated upon the existence or absence of state regulation. 

With respect to Applicants’ contention that that which they sell to Mississippi 
at the wellhead is not natural gas within the meaning of the Natural Gas Act, 
but a substance unfit for interstate transmission, attention should be called to 
the fact that the term “gas” as used in the contract of April 3, 1951 means “the 
natural gas produced from a well classified as a gas well under the laws and 
regulations of the Texas state regulatory body having jurisdiction and which 
also includes such gaseous hydrocarbons as may be available by seller for sale 
and delivery hereunder to Buyer but which are produced from wells not classi- 
fied as gas wells.” 

The evidence shows that the gas entering the gasoline plant is full stream 
gas just as it comes from the wells except for the elimination of free water. 
Thus the situation which exists in this case is similar to that which obtained In 
the Matters of Deep South Oil Company of Tezas, et al., Docket No. G—2952, et al., 
14 F. P. C. 83. In that case “wet gas” or “full stream gas” was sold at or near 
the wellhead to a company which gathered that wet gas and transported it toa 
processing plant owned and operated by others. After passing through the 
processing plant the gas was returned to the company which had purchased 
it at the wellhead and thereafter it was resold to a pipeline company which 
in turn resold it to an interstate transmission company. In its decision in that 
case (Opinion No. 284) the Commission found that the sale and delivery of the 
natural gas at the wellhead was a sale of natural gas within the meaning of 
the Act, and was not a sale for manufacture. 

It is clear from the cases that the fact that after the sale and delivery to the 
pipeline company the latter must do something to it in the way of processing 
in order to facilitate the movement of the gas through the pipeline or the gas 
must be processed for the removal of hydrocarbons does not interrupt the con- 
tinuous movement of the gas in interstate commerce. 

In Michigan-Wisconsin Pipe Line Company v. Calvert, 346 U. 8S. 157, the gas, 
after having been taken into the interstate pipeline company’s facilities, flowed 
a distance of approximately 1215 feet to a compressor station owned and oper- 
ated by the pipeline company, at which point the pressure of the gas was raised. 
It was cooled, scrubbed and dehydrated to facilitate the movement thereof to 
a distant market. In that case the court said that the entire movement of the 
gas from the producing wells to the consumers outside Texas was a steady and 
continuous flow and that the sale to Michigan-Wisconsin, before it reached the 
processing plant above-described, was a sale in interstate commerce. 

In the Matters of Divie Pipe Line Company, et al Docket Nos. G—2401 et al 
(Opinion No. 285), 14 F. P. C. 106, gas produced from units in the field flowed 
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from the well a short distance through a line heater, to a gas well distillate 
separator, and thence to an interconnection with the gathering system of an 
interstate pipeline company at which point the gas was delivered to and metered 
by the purchaser with his own equipment. Thereafter purchaser transported 
and sold the gas in interstate commerce. There, as here, the contention was 
made that the sale was consummated prior to the completion of production and 
gathering. There as here also, the producers were fully aware that the gas 
which they were selling was destined for interstate transmission and sale. In 
that case the Commission held that the sales having been made directly to an 
interstate pipeline company and the gas having been thus committed to inter- 
state commerce, the sale was a sale of natural gas in interstate commerce 
within the meaning of Section 1 (b) of the Natural Gas Act. 

A somewhat analogous situation existed In the Matter of Deep South Oil 
Company of Texas et al., Docket No. G—2952 et al. (Opinion No. 284). There, 
in some instances, full stream gas flowed from the wellhead into a “free-water 
knockout” which removed the “free water.” Thereafter, the gas, still saturated 
with water, and containing liquefied and liquefiable hydrocarbons, flowed 
through meters at which the gas was measured and delivered to purchaser. 
All of such facilities and operations were on the lease. After such delivery 
the gathering company processed the gas and sold it to an interstate transmis- 
sion pipeline company. In its decision in that case the Commission said “when 
the gas was sold by Petitioners it commenced its journey in interstate com- 
merce. Nothing further remained to be done by the petitioners after those 
sales * * * The fact that the gas was sold by the Petitioners to an interme- 
diary such as a gatherer or gasoline plant which, in turn, resold the gas in 
interstate commerce, does not affect our finding and conclusion.” 

In Continental Oil Company, Docket No. G-—5795, et al., recently decided by 
the Commission, there existed a situation identical with that which appears 
here. After passing through lease separators, gas was sold and delivered by 
Continental at or near the leases on which the gas was produced. After de- 
livery by Continental to purchaser the gas moved varying distances through a 
field gathering system owned and operated by the buyers to a gasoline plant 
owned and operated by such buyers where liquid hydrocarbons were removed. 
There also the residue gas was cleaned and dehydrated. In that instance the 
producer received a part of the proceeds obtained from the sale of hydrocarbons 
removed at the gasoline plant. After processing, the gas was resold in inter- 
state commerce to natural-gas transmission pipeline companies. 

In that case also the operating company contended that: (1) the commodity 
sold was not “natural gas” as defined by the Natural Gas Act; (2) the sales 
involved were exempted by the “production and gathering” provisions of Section 
1 (b); (3) such sales were not “sales in interstate commerce” within the 
purview of the Natural Gas Act; and (4) even if found or construed to be sales 
in interstate commerce the product or commodity sold was sold for processing 
and manufacture and not “for sale for ultimate public consumption for domes- 
tic, commercial, industrial or any other use” within the purview of the Natural 
Gas Act. 

In an order dated September 19, 1956, affirming the decision of the Presiding 
Hxaminer (16 F. P. C. 458) the Commission found that the sales by Continental 
at or near the wellhead were sales in interstate commerce of natural gas within 
the meaning of Section 1 (b) of the Act. 

Again In Continental Oil Company, Docket No. G-6349 et al., virtually the 
same situation existed, virtually the same contentions were made, and in that 
proceeding also (Order Modifying and Affirming the Initial Decision of the 





FEDERAL POWER COMMISSION 531 


Presiding Examiner 16 F. P. C. 424) the Commission found that Continental’s 
sales on the leases to a company which gathered and processed such gas and 
later transmitted and sold the same in interstate commerce, were sales in inter- 
state commerce of natural gas for resale within the meaning of Section 1 (b) 
of the Natural Gas Act. 

In an Opinion (No. 293) issued September 20, 1956 (16 F. P. C. 1) in which 
it denied a rehearing in the above-entitled matter, the Commission stated that 
the fact that the sales are made on or near the edge of the lease does not make 
them intrastate if, as here, other facts establish their interstate character. 
The Commission said further that: 


Since Continental’s sales come within the affirmative grant of Commis- 
sion jurisdiction contained in Section 1 (b), we cannot accept the argu- 
ment that those sales are exempted from our control by the ‘production or 
gathering’ exemption of that section; for the Supreme Court’s Phillips 
decision makes it clear that the ‘production or gathering’ exemption does 
not exempt the interstate sales of independent producers, whether such 
sales are made ‘before, during or after transmission by an interstate pipe- 
line company.’ 


- > * . * . * 


* * * As to Continental’s argument that -the substance delivered to 
United is not natural gas, the record establishes that that substance con- 
stitutes natural gas within the meaning of the term as used in the Act. 

In an order instituting investigations issued on January 27, 1956, (15 F. P. C. 
1054) the Commission stated that Stanolind and Continental “are independent 
producers of natural gas and are ‘natural-gas companies’ within the meaning 


of the Natural Gas Act being engaged in the sale and delivery of natural gas 
in interstate commerce for resale for ultimate public consumption” (F. P. C. 
1054). 

Stanolind points to the fact that Mississippi owns and operates between 
the wellheads and the inlet to the Woodlawn processing plant facilities which 
although constructed in 1951 have not been certificated by this Commission, 
and asserts that if either the Commission or Mississippi had ever considered 
that those facilities and the functions which they perform were subject to 
the Commission’s jurisdiction a certificate therefor would have been required. 
Although, that is, obviously a non sequitur, from that postulate Stanolind 
contends that “since Mississippi’s role at that point is exempt, clearly the 
independent producers (such as Stanolind) can not prior thereto be engaged 
in a function to which Commission jurisdiction attaches.” 

So far as this record discloses it is true, as pointed out by Stanolind in its 
brief, that the facilities employed by Mississippi for gathering the gas in the 
Woodlawn Field are not included in any certificate of public convenience and 
necessity issued by this Commission to Mississippi. It is true also that in its 
annual reports to the Commission Mississippi classified them for the years 
1951 through 1955 as gathering facilities. But those circumstances do not 
evidence lack of jurisdiction in the Commission. Applicants cite no decision 
or order of this Commission declaring that the facilities of Mississippi, which 
lie between the well in each instance and the inlet to the central processing 
plant, are not facilities subject to its jurisdiction. So far as the record here 
discloses the Commission has never been called upon to determine whether 
they are or are not. Mississippi’s misconstruction of its obligations under the 
Natural Gas Act or its failure to comply with the requirements thereof and 
the Commission’s Regulations thereunder can not be construed as proof of 
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exemption of Mississippi from the jurisdiction of the Commission with respect 
to the facilities with which and the operations in which Mississippi is here 
engaged. 

To establish the interstate character of the sale under the contract of April 
8, 1951, it would seem necessary to do no more than refer to the paragraph 
of the contract which provides that: “In addition to the gathering facilities 
above provided, Buyer shall promptly, after the execution hereof, construct a 
high pressure pipe line extending from a mutually agreeable centrally located 
point in the Woodlawn Field to the connection with the Buyer’s main trans- 
mission system. Such pipe line shall be maintained and operated by Buyer 
at its sole cost, risk and expense during the term hereof.” 

It should be pointed out also that, under the operating practices pursued, 
of the effluent which Applicants deliver to Mississippi at the wellhead meters 
the title to only a part thereof passes at that point. What becomes Buyer’s 
property there is actually the right to an undivided, and at that point indeter- 
minable, volume of residue gas. The volume of such residue gas is determinable 
only after the removal of the liquid and liquefiable hydrocarbons in a central 
battery of separators or a gasoline plant. Not only is the volume of residue 
gas there indeterminable because of the very nature of the material delivered 
to Mississippi at that point but also because in the contract Applicants specifi- 
cally reserve “the right to use all of the gas which may be required for fuel 
and shrinkage in said [gasoline] pliant and attendant facilities * * *.” Thus, 
while from a technical legal standpoint it can be argued that under the terms 
of the contract title to the residue gas passes at the wellhead meter, from a 
practical viewpoint, it is not received by Mississippi until after production and 
processing have been completed. 

In the light of the foregoing considerations it is concluded that Applicants 
are independent producers of natural gas engaged in the production and in the 
sale in interstate commerce of natural gas for resale for ultimate public con- 
sumption for domestic, commercial, industrial and other uses, and the rates 
involved in this proceeding are subject to the jurisdiction of the Commission. 


Validity of Suspension Orders 


On May 14, 1956, Continental filed with the Commission a motion to rescind 
the suspension order issued April 1, 1955 in Docket No. G-8696 and in the 
alternative that the Commission issue an order directing that the hearing in 
this proceeding be recessed until the completion of the general investigations 
of Stanolind and Continental instituted by the Commission’s order of January 
27, 1956 in Docket No. G-9279 (15 F. P. C. 1054). 

It was alleged in such motion that the Commission’s order of April 1, 
1955, and the order of September 29, 1955 making effective the proposed rate 
changes under bond, were beyond the legal authority of the Commission. 

On May 21, 1956 Stanolind moved orally in the hearing for a dismissal of 
the proceeding on the ground that the issuance of the suspension order exceeds 
the authority granted to the Commission under the Natural Gas Act. Those 
motions remain unacted upon. 

The Applicants herein contend that the Commission is without authority to 
suspend operation of the 13% cent price as that price is an integral part of 
an initial rate schedule. Applicants insist that since the 13% cent price 
was set forth in the original pricing provision of the contract no “change” 
in the contract necessitated a filing under Section 4, nor is there any “change” 
upon which to base a suspension order or a Section 4 suspension proceeding 
under the Act. In support of this contention Applicants cite the decision of 
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the Supreme Court of the United States in United Gas Pipe Line Company v. 
Mobile Gas Service Corporation—76 U. S. Supreme Court 373 (1956). 

Early in the administration of the Natural Gas Act the Commission estab- 
lished the principle that an increase in rates resulting from the incidence 
of escalation provisions of a contract entered into prior to the enactment of 
the Act constituted a “change” in rates within the contemplation of Section 
4 of the Act (Mississippi River Fuel Corporation, 2 F. P. C. 170, 176). That 
treatment was approved, upon review, by the United States Circuit Court of 
Appeals—Mississippi River Fuel Corporation v. Federal Power Commission 
121 F. 2d 159. The Commission has since adhered consistently to that prin- 
ciple. Consonantly therewith the Commission’s Regulations under the Natural 
Gas Act prohibit inclusion in a natural-gas company’s rate schedule of price 
adjustments or periodic changes and provide that no such clause shall effectu- 
ate a change in a rate or charge except in the manner provided in Section 4 
of the Act. 

Section 154.94 (c) of Order No. 174B, issued December 17, 1954 prescribing 
regulations for producers and gatherers of natural gas who are also natural 
gas companies provides that: 


The operation of any provision of the rate schedule providing for future 
or periodic changes in the rate, charge, classification, or service after 
June 7, 1954, or the operation of any like provisions in any initial rate 
schedule filed after June 7, 1954, shall constitute a change in rate schedule. 


It will have been noted that the contract here involved was executed long 
after the enactment of the Natural Gas Act and cognizance will be taken of the 
fact that as of the date of the contract independent producers engaged in sell- 
ing natural gas in interstate commerce for resale were subject to the jurisdic- 
tion of the Commission. Those facts are significant as we refer to language 
used by the Court in Mississippi River Fuel Corporation v. Federal Power Com- 
mission, supra, saying: 


It is agreed that petitioner’s contracts were entered into some years be- 
fore the legislative enactment, and hence they must be held inviolate 
against statutory regulation. Having held the statute a constitutional reg- 
ulation of “an industry * * * subject to control for the public good” * * *, 
it logically follows that the contracts made by petitioner, even though prior 
to its enactment, are also subject to regulation in the public interest [citing 
cases]. 

. 








* * 





That private contract rights must yield to the public welfare, where the 


latter is appropriately declared and defined and the two conflict has been 
often decided by this court. 





Applicants do not contend that the Mobile decision has directly changed the 
law as so stated. They argue, however, that the clear import of the language 
of the court in the Mobile case is that “change” in rate as used in the Act is 
Synonymous with the traditional concepts of a change by amendment or modifi- 
cation of the contract as an instrument. While the language referred to is most 
elusive, from that premise it is argued that in this instance the Commission is 
without power to suspend or enter upon a hearing under Section 4 of the Nat- 
ural Gas Act and can not deny any portion of the contract price until after a 
proceeding under Section 5 of the Act. 

In Mobile the question presented was whether, under the Natural Gas Act, a 
regulated natural-gas company furnishing gas to a distributing company under 
554728—61——-36 
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a long-term contract could, without the consent of the distributing company, 
change the rate specified in the contract simply by filing a new rate schedule 
with the Federal Power Commission. There the purchaser was complaining 
that despite the existence of a contract between them which fixed the level of 
rates the seller had undertaken to increase, without the buyer’s consent, the 
price which had been agreed upon. In that case it was argued by the seller 
that Section 4 (d) of the Act authorized a natural-gas company to change its 
rate contracts simply by filing a new schedule of rates to go into effect in no 
less than thirty days. The Court there held, however, that the Natural Gas 
Act does not give natural-gas companies the right to change their rate contracts 
by their own unilateral action. 

There was not involved in that proceeding the question whether such con- 
tracts could be changed by the bilateral action of the parties. The Commis- 
sion has made it clear in its opinions and orders that such changes do not come 
within the orbit of the Mobile decision, (Davidor & Davidor 15 F. P. C. 1236; 
Sinclair Oil and Gas Company 15 F. P. C. 1522), and of that there can be no 
doubt. 

The Applicants here contend, however, that in this instance “there has been 
no ‘change’ in the contract—either bilateral or unilateral”—within the meaning 
of Section 4. That under such circumstances Mobile could have analogy to the 
instant case seems incomprehensible. 

Applicants contend that the decision of the United States Circuit Court of 
Appeals (10th Circuit) in Phillips Petroleum Company v. Federal Power Com- 
mission 227 F. 2d 470 supports the view that an escalation provision in a con- 
tract is not a “change” in a rate schedule. There, however, the court was con- 
cerned with an escalation provision which had already become effective and 
was in force on June 7, 1954. In other words, the rate there in issue was the 
equivalent of the 13¢ rate which was in effect under the contract of April 3, 
1951 from April 3, 1953 to April 3, 1955, and which rate was not suspended, 
rather than the 13% cent suspended rate. 

More recently the same court in Cities Service Gas Producing Company Vv. 
Federal Power Commission 233 F. 2d 726 gave consideration to changes in rates 
of an independent producer. In that instance also the contract clearly con- 
templated prospective adjustments in prices. While the Court there found that 
the yardstick for the determination of the prospective increases was sufficiently 
definite, it left no doubt that such prospective changes could not become validly 
effective without complying with the requirements of Section 4 of the Act. 

It seems clear that to accept the contention of the Applicants that 1314¢ is 
an initial rate not subject to the provision of suspension and the other pro- 
visions of Section 4 of the Act would virtually nullify those provisions. To 
permit the terms of an initial contract (or rate schedule) to govern perma- 
nently the future rates to be charged thereunder insofar as Section 4 is con- 
cerned would leave the Commission powerless to exercise its functions under 
that section. To escape entirely its responsibilities under Section 4 and avoid 
the necessity of establishing the fairness and reasonableness of future increases 
in rates as contemplated therein, a natural-gas company would need only to 
include in the initial contract provision for all remotely conceivable future in- 
creases. Assuming that the buyer were anxious to procure gas at the lowest 
possible current rate, and assuming further that the beginning rate (which is 
not subject to suspension under Section 4) was justified by the then existing 
conditions of supply and demand, the Buyer would nevertheless be bound 
throughout the term of the contract to the payment of prices having no neces- 
sary relationship whatever to the cost or the value of the gas under the circum- 
stances which might exist from time to time as the increases become effective. 
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It would seem that if a provision which would arbitrarily, without regard 
to changes in economic conditions either generally or specifically, put into 
effect on specific dates specific increases in rates, were not considered to result 
in changes in rates within the purview of Section 4, similar provisions putting 
into effect at less specific times, less specific changes might similarly be con- 
sidered. Since the Commission does not have power to suspend initial rates— 
that is to say the right to determine initially the propriety of such provisions 
in the original contract—it would be entirely without the power of suspension 
which Section 4 provides. Furthermore, the Seller could by such means, as 
Applicants herein subsequently attempt to do, substantially defeat the require- 
ment contained in Section 4 that the burden of proof to show that the increased 
rate or charge is just and reasonable shall be upon him who seeks an increase 
in his rates. 

For the reasons stated above, Continental’s motion to rescind the suspension 
order issued April 1, 1955 in Docket No. G—8696 and Stanolind’s motion for 
a dismissal of the proceedings should, and will be denied.” 


Contention that Suspension was Arbitrary, Discriminatory and Preferential 


As has already been stated (supra p. 524), upon the filing by Gulf Oil Cor- 
poration of a notice similar to those filed by the Applicants herein, the 
Commission permitted an increase in rates of a similar nature to become 
effective. In that instance, however, the Commission (in Docket No. G—8919) 
issued an order instituting an investigation into the lawfulness and reason- 
ableness of Gulf’s rates and charges under such changed rate schedule. At 
the same time it issued an order consolidating for hearing the proceedings 
in Docket Numbers G—8697, G—8695, G-8696 and G-—8919. Thereafter, Stanolind 
filed a pleading in which, while insisting that the conditions surrounding the 
sale by Gulf were in all respects identical with those surrounding the sale 
by Stanolind, it asserted that the Stanolind suspension proceeding and the 
Gulf investigation proceeding are two very different types of actions and wholly 
incompatible. 

Upon consideration of that pleading (and others) the Commission severed 
the proceedings in Docket Numbers G—8919 and G-8695 from the proceedings 
in Docket Nos. G—8696 and G—8697. 

Stanolind, however, continued in its insistence that in suspending Stano- 
lind’s proposed increase on the one hand and permitting the other to become 
effective without suspension on the other, the Commission was guilty of 
discrimination, preference and abuse of discretion. 

When it appeared that some effort would be made to raise the issue of 
discrimination in this proceeding, the Presiding Examiner held that the dif- 
ference in the treatment had no relevance to the question of the justness and 
reasonableness of the increases in rates herein proposed. Applicants press 
the point in their brief so that it requires consideration here. 

The Commission’s order of consolidation referred to above recites that the 
sales by Gulf are related to or are made simultaneously with the same sales 
by Stanolind * * * and Continental to Mississippi. The sales thus appear to 
to be similar from the standpoint of physical operations. However, Staff 
counsel asserted, and with that statement counsel for the Applicants took no 
exception, that the estimated amount involved in the Gulf increase was $238 
a year which is, of course, an insignificant amount. 

Section 4 (e) provides that whenever a new rate schedule is filed the Com- 
mission has authority to enter upon a hearing concerning the lawfulness of 


20 In support of this conclusion see also the Commission’s order dated February 6, 1957, 
in Sun Oil Co., et al., Docket No. G-8288, et al, 17 F. P. C. 174. 
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the proposed rate and pending such hearing “may suspend the operation of 
such schedule.” The Commission would seem to be entirely free within the 
ambit of this authority to take the steps which it considers desirable and/or 
necessary for the proper exercise of its statutory responsibilities. Thus the 
Commission might find that this can best be done in one instance by suspending 
the proposed rate and in another by instituting an investigation. 

The lawfulness of proposed rates should rest, it is believed upon the evidence 
relating to the rates in the particular case. The impracticability of testing 
the reasonableness and lawfulness of a rate proposed by Stanolind by the 
treatment afforded Gulf is, it seems, obvious. It surely must be assumed that 
action by an Administrative agency is in accordance with the law and con- 
sistent with honesty and integrity. Successfully to sustain a contention that 
the Commission is guilty of deliberate and willful discrimination would seem 
to require the very strictest of tests. That requirement cannot be met simply 
by the statement that, as a matter of law, the interest of Stanolind and Gulf 
were the same and that the sales were made in the same manner. The fact 
that with respect to one party the aggregate of the charges was a large 
amount as compared with the other would seem to justify fully the difference 
in treatment. 


Motion to Make More Specific 


Applicants contend further that “the suspension order is invalid in that 
it failed to state reasons for the Commission’s action, and by failing to specify 
issues, did not afford notice to the Applicants as required by applicable statu- 
tory and case law and elementary due process. 

Section 4 (e) of the Act provides in part that: 


Whenever any such new schedule is filed the Commission shall have 
authority, * * * upon reasonable notice, to enter upon a hearing concern- 
ing the lawfulness of such rate, charge, classification, or service; and, 
pending such hearing and the decision thereon, the Commission, upon filing 
with such schedules and delivering to the natural-gas company affected 
thereby a statement in writing of its reasons for such suspension, may 
suspend the operation of such schedule and defer the use of such rate, 
charge, classification, or service, but not for a longer period than five 
months beyond the time when it would otherwise go into effect. * * * 


Pursuant thereto the Commission promulgated Section 154.94 (e) of its Rules 
and Regulations which provides that: 


With each change in rate schedule there shall be submitted reasons, 
nature, and basis for the proposed change, and statement of sales made and 
revenues therefrom by months under the then effective rate schedule and 
under the proposed changed rate for the 12 months immediately preceding 
and for the 12 months immediately succeeding the proposed effective date of 
the rate schedule tendered for filing. 


Section 154.94 (f) provides that if the proposed change will result in an in- 
erease in a rate or charge, there shall be submitted a full statement in support 
of such increase. The “Statement in Support of the Increase in Rates and 
Charges which Result from the Proposed Change in Rate Schedule, Showing the 
Reasons, Nature and Basis for the Proposed Change” (dated February 28, 1955 
and received March 2, 1955), filed by Stanolind as a supplement to its F. P. C. 
Gas Rate Schedule No. 31, recites the existence of the contract of April 3, 1951 
and that such contract was entered into at arm’s-length. It recites provisions 
thereof relating to price and states that the rates and charges resulting from the 
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price increase results from the provision of that contract. The statement other- 
wise does not state either “reasons, nature or basis” for the proposed change. 

Supplement No. 8 to Continental’s F. P. C. Gas Rate Schedule No. 107 states 
that the proposed increase was a part of the price negotiations at the time the 
contract was executed ; that ‘““The proposed increase is no less fair and reasonable 
now than at the time the negotiations were resolved” as evidenced by the fact 
that others are paying more for gas at points more distant from the market. No 
other reasons were given. 

Not long after the enactment of the Natural Gas Act and in purported compli- 
ance therewith Mississippi River Fuel Corporation filed a document similar in 
substance to those appearing here as Supplement No. 10 to Stanolind Oil and Gas 
Company’s F. P. C. Gas Rate Schedule No. 31 and as Supplement No. 8 to Conti- 
nental’s F. P. C. Gas Rate Schedule No. 107. The Commission in that case, 
heretofore referred to at page 15, supra, suspended the increased rates and 
charges. Upon review, the United States Circuit Court of Appeals, for the 8th 
Circuit, after giving consideration to Petitioner’s contention that since the con- 
tracts were made as a result of business negotiations between parties dealing at 
arm’s-length they must be accepted as evidence of the reasonableness of the 
charges in the absence of any evidence to the contrary, held that Petitioner had 
failed to discharge his responsibility under Section 4 (c) of the Act. It would 
seem to follow that the statement of reasons, nature and basis for the proposed 
change should at least be coextensive with the minimum quantum of evidence 
required to support the proposed increase. 

Thus, it is clear that such statements filed with the “change in rate schedules” 
were inadequate and the finding by the Commission that: 


The increased rates and charges proposed in the aforesaid filing have 
not been shown to be justified, and may be unjust, unreasonable, unduly dis- 
criminatory, or preferential or otherwise unlawful. 

is fully supported. 
The question then is whether the orders issued by the Commission suspending 
the increases in rates meet the statutory requirements with respect to detail. 
In Phillips Petroleum Company v. Federal Power Commission (supra p. 534) 
the question arose whether a telegram dispatched to Phillips within the statutory 
period met the statutory requirements. In that connection the court said: 


The obvious purpose for granting suspension powers to the Commission 
was to provide a status quo of five months during which the Commission 
could investigate the reasonableness of the proposed new rate schedule * * * 
There is no reason to imply a technical concept of the notice of suspension. 
It would seem sufficient if the natural-gas company is apprised of the sus- 
pension in writing in order that the commencement of the period of status 
quo may be definitely fixed for the governance of the parties * * * 


Certainly, a notice that the Commission was going to investigate the reasonable- 
ness of the proposed new rate schedule would not have to spell out reasons why 
the Commission thought such rates upon investigation might not be found to be 
just and reasonable. Furthermore, it is clear from subsequent language in 
Section 4 (e) that in such an investigation the burden to show that the rates 
were not just and reasonable would not fall upon the Commission but the burden 
to show that the increased rates were just and reasonable would rest instead 
upon the person whose rates were suspended. 

No reason can be seen why the language of Section 4 (e) should be construed 
to mean that the statement in writing of the reasons for such suspension must 
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be an affirmative pleading setting out in detail the fault or faults found with the 
filing in order that the filing company might offer evidence to refate those 
allegations. 

It is concluded that the Commission’s order of April 1, 1955 in Docket No. 
G-—8696 suspending Supplement No. 8 to Continental’s F. P. C. Gas Rate Schedule 
No. 107 and in Docket No. G—8697 suspending Supplement No. 10 to Stanolind’s 
F. P. C. Gas Rate Schedule No. 31 meets the statutory requirements. The motion 
to make more specific must, therefore, be denied. 


Reasonableness of the Proposed Increased Rates 


With respect to price, the contract of April 3, 1951 provided that in the event 
the Seller did not elect to cycle the gas, as was permitted thereunder,” Mississippi 
would pay to Applicants: 

(1) During the two years beginning on the date hereof 

(2) During the next two years of the term hereof 

(3) During the next two years of the term hereof 

(4) During the next three years of the term hereof 

(5) During the next three years of the term hereof 

(6) During the next four years of the term hereof 

(7) During the next four years of the term hereof 

(8) In the event this contract shall by mutual consent be in effect 
longer than twenty (20) years, the price for gas delivered 
each year thereafter shall be negotiated and agreed upon at 
least thirty (30) days prior to the end of each year, but 
such price shall in no event be less than 

The first well in the Woodlawn field was completed roughly three years prior 
to April 3, 1951, the date of the contract above described. During the intervening 
period Stanolind was actively attempting to market the production from the 
acreage in the field. The first thoughts were that the ultimate size of the reserve 
would be in the order of 300 billion cubic feet. There were several potential 
buyers. Consideration was given to selling the gas locally to industrial plants. 
Active negotiations for the sale of the gas began in 1949. Stanolind first under- 
took to sell it in the Woodlawn field on a short term (three year) basis and in fact 
executed a contract on such a basis at 6 cents per Mcf; but the royalty owners 
were not satisfied with that deal and exerted pressure on Stanolind to procure 
higher prices for the gas. 

In order to assure access to the wells for gathering purposes it was necessary 
that the gathering system be constructed by a company having the legal right 
of condemnation. The sale of the gas by Stanolind was thus confined to one 
having such powers. Six interstate transmission pipelines having such rights 
ran within about 120 miles of the field. The lines of one of them lay only 10 
miles away. Other such lines were in the Carthage Field, about 50 miles distant. 
Mississippi’s nearest lines were the most remote of the six interstate lines, being 
in the Monroe Field, 120 miles distant. All of the six transmission lines were 
approached for purposes of negotiation. The negotiations consisted of various 
offers made and considered. The negotiator for Stanolind knew that the gas had 
to be sold to (1) someone who would give the Seller the unqualified right to 
cycle, (2) someone who would build a gathering system suitable to Stanolind’s 
requirements, and (3) someone whose operations were such that they could take 
substantially uniform volumes. Each of the royalty owners demanded the right 
to retain the ownership of the liquid hydrocarbons and the right to remove them 


4 And which option has not been exercised by Seller. 
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or cause them to be removed.” Some of the transmission lines-were not very in- 
terested although two of them said they would buy the gas at a higher price were 
it not for the fact that to do so would trigger favored nation clauses in others 
of their contracts in the area. Stanolind had definite offers for the gas from 
three of the lines and two of them, including Mississippi, were willing to install 
gathering systems. Two transmission lines offered prices which, disregarding 
other elements of value, were higher than those offered by Mississippi. 

A representative of Mississippi had come to Stanolind late in 1949 or early 
1950 to negotiate for the purchase of gas. The Woodlawn Field, although 120 
miles from Mississippi’s existing lines was approximately 200 miles closer to 
Mississippi’s market than an average point in the gas fields lyng along the Gulf 
Coast. 

In arriving at the decision to sell the gas to Mississippi, Stanolind assigned 
values to factors other than the price in cents such as acceptance of delivery at 
the wellhead, measurement base, the right to cycle or process, measurement 
conditions and the fact that Mississippi stood ready and willing to install a 
2500 pound gathering system suitable to Stanolind’s requirements. Placing a 
value in cents per Mcf on what Mississippi proposed to do, the price which Mis- 
sissippi indicated a willingness to pay was higher than that offered by anyone 
else.” 

Evidence adduced by the Applicants tends to show that at the time of the 
negotiations, namely, during 1950, substantial volumes of gas were being pro- 
duced in the area lying within a radius of 175 miles of Mississippi’s lines in the 
Monroe (Louisiana) Field. About 75% of the gas so produced was being pur- 
chased by transmission lines running through that area. During the period of 
negotiations also, there were a large number of producers of gas in the area, 
and a number of other contracts for the purchase and sale of gas were being 
executed. The evidence also shows that Mississippi could have purchased the 
desired volumes of gas in the vicinity of Monroe had it been willing to pay a 
higher price for it. 

During 1950 Stanolind produced in the Texas portion of the area within a 
175 mile radius of the Monroe Field only 5,154 percent of the total produced 
in that area, and Continental produced only .0533 percent thereof. In the 
Louisiana portion of the area Continental produced 3.5617 percent and Stano- 
lind 4.1062 percent of the total. 

There is no evidence that any corporate affiliation existed or now exists be- 
tween Stanolind and Continental on the one hand and Mississippi on the other. 
The evidence shows quite clearly that both the Buyer and Seller were fully 
aware of the condition of the market for gas in the area. It shows that Mis- 
sissippi could have bought the volume of gas which it needed at that time from 
others than Stanolind and Continental. Both Buyer and Seller had before them 
sufficient information concerning the status of the market, the availability of 
sources of gas, prices, and so forth in order to reach an independent judgment 
as to what the market would bear. 

Aside from the need for gas on the part of Mississippi and the desire to sell 
the gas on the part of Stanolind and Continental both parties had complete 


143 This reservation has enabled a recovery in addition to the receipts for the residue gas, 
29% of which is paid to the processor and 71% to the leaseholder. There is no evidence 
that any part of these proceeds goes to Mississippi. 

%3Perhaps it should be noted here that although Stanolind’s witness on this subject 
did not specifically identify them as factors entering into the overall price which Missis- 
sippi was willing to pay, the cost of dehydration, heater gas, lost and unaccounted for gas 
(in the gathering process) are, in another context said to be Mississippi’s responsibility. 
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freedom of choice. That is, there was no requirement that they deal with each 
other. It is clear, however, that the relationship between the demand on the 
one hand and the supply on the other brought about a price which, the testimony 
shows, was at that time the highest price that had been negotiated for the sale 
of gas in Texas, and it is now the highest price Mississippi pays for gas to any- 
one in the Woodlawn and Waskom field areas. Nevertheless a witness for Ap- 
plicants testified that he did not think Stanolind realized the market value or 
the worth of the gas sold to Mississippi under the contract. Stanolind’s manage- 
ment felt that other extraneous factors were forcing them to dispose of the gas 
at less than such value, 

It is beyond dispute that the terms of the agreement were arrived at as the 
result of arm’s length bargaining. 

Applicants first put in evidence which illustrated that prices charged in the 
Gulf Coast area were higher than in the Woodlawn area. Later they offered 
voluminous evidence as to prices being paid for gas in Texas, Louisiana, and other 
gas producing areas including the Appalachian area. That evidence shows that 
since 1951 the trend of prices in the Texas and Louisiana supply region has been 
up and that prices there in early 1955 ranged from 13% to 20 cents. In the 
Appalachian area the range was from 25 to 34 cents per Mcf. Examination of 
witnesses with respect to this and similar data demonstrates the impracticability 
of undertaking a realistic comparison of prices from lists reflecting numerically 
limited and general factors. 

Another of Applicant’s witnesses testified in May 1956 that then Continental 
was getting offers for gas in two fields in Louisiana, and the prices discussed 
have ranged from 17 to 21-22 cents per Mcf on a 15.025 psi. pressure base. 

Mississippi offered data on prices paid by natural-gas transmission companies 
to producers in fields within 25 and 50 miles from the Woodlawn field. Out 
of 193 such contracts, none carried a base price in excess of 13 cents. These 
prices, too, afforded no true basis of comparability. 

The Staff presented an exhibit which reflected extensive analyses of all gas 
rate schedules (some 493) filed with the Commission by independent producers 
for service in District No. 6 of the Texas Railroad Commission. Applicants 
subsequently presented evidence to the effect that a study had been made of 
605 of the 686 contracts, evidence on which was presented by Mississippi and 
by the Staff, and in only two of them was it found that “the conditions [under 
which such sales are made] are not dissimilar.” It is clear from this evidence, 
and it is borne out by other evidence relating to the contract here under con- 
sideration, that lists of purportedly comparative prices paid for gas are of little, 
if any, value in arriving at the “reasonableness” of any particular price. 

Additionally, Applicants offered in support of the 13% cent price proposed, the 
testimony of a professor of marketing in charge of courses in market and sales 
research at the University of Michigan. This witness has outstanding educa- 
tional and experiential qualifications as an economist. He testified that he 
made a fairly rapid and incomplete study of supply and demand factors which 
affect and determine the equilibrium price of gas on a national scale.* This 
study was effectuated by the use of the multiple correlation technique said to be 
used by engineers, statisticians, economists, forestry experts, biochemists, and 
many others. While the witness made no claim that his study afforded the final 
answer to the problem he felt it rather enlightening, and suggested further 
study along the same lines by the Commission Staff. 


% The equilibrium price in the market he defined as “the price at which the quantity 
{of that which is] offered by sellers is equal to the quantity which buyers are willing 
to take.” 
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The factors which the witness took into account in his study were (1) general 
purchasing power of the dollar, (2) the ratio of proved reserves to the net pro- 
duction, (3) a “demand” factor based upon the ratio of expanding consumption 
of energy, and (4) the change from year to year in crude oil production. In 
connection with the latter factor the witness testified that there was a definite 
and sharp decline in the price of gas at the well as the production of crude oil 
increases. 

The evidence shows that before 1935 and, irregularly, to about 1947 the gen- 
eral tendency of gas prices was to decline. As the Commission is aware, pre- 
viously large interstate lines serving populous centers were not numerous. Witb 
the rapid increase in the construction and expansion of such lines came tre 
mendous increases in the demands upon producers for gas for transportation and 
sale to and by such pipelines. Concurrently, in about 1947-48, there came a 
turning point in the price of gas. Between then and June 7, 1954 prices rose 
rapidly, slowing up, however, in the later years. 

All of this latter evidence was offered in support of the view that in time 
gas prices will seek a level consistent with the relationship between supply and 
demand. In other words, the price from time to time will be whatever the mar- 
ket will sustain. But on the basis of the study made by Applicants’ witness, 
he concluded that a cumulative rise therein of 41 percent from 1951 through 
1954 was justified as compared with a cumulative increase over the same period 
of only 8 percent as provided by the escalation clause in the contract. 

Continental offered the testimony of an individual who for 20 years was an 
independent operator in the gas and oil fields of Oklahoma and Texas. The 
witness explained the impossibility of reducing to dollars and cents the amount 
which would have to be allowed over and above actual cost of producing gas 
in order to induce independent operators to engage in the business of exploring 
for gas and oil.” He said, however, that aside from the matter of regulation, if 
he could depend upon a fixed price which would return to him the costs of 
operation and within two or three years the capital invested, he might be willing 
to explore for gas in Harrison County. He would not, he said, be interested in 
a price as low as 13% cents. 

Although the record contains other evidence relevant to the market value of 
the gas here involved as compared with gas sold and purchased by others and 
with competing fuels, that evidence need not be considered further here. 

But, in addition, Applicants contend that the size of the reserve, the relative 
stability of the supply and the relative proximity of Mississippi's ultimate market 
are all factors which must be given consideration in determining whether the 
increased price is fair and reasonable. 

In connection with their argument that the contract price is a reasonable 
price Applicants again resort to the decision of the Supreme Court in the 
Mobile case, supra, p. 533. They construe that decision to mean that where a 
price is set forth in a contract between two freely bargaining parties, the 
Commission can find that price, or any part of it, unreasonable and, therefore, 
unlawful under Section 4 of the Act only where there is evidence to show 
that it is unreasonable as not “being in the public interest.” Applicants insist 
that no facts appear in this record which would permit or even justify such a 
finding. 

In that context they refer to evidence in the record which indicates that an 
increase in price from 13 to 1344¢ would not have a substantial impact on the 


% He added, however, that so long as gas production was subject to regulation he would 
not be interested in producing gas at any price. 
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ultimate consumers of Mississippi’s gas. The effect of an increase from 12 
cents to 1514 cents over the life of the contract is not revealed. 

Going beyond the question of the Commission’s right to determine the 
reasonableness of rates entered into in arm’s-length bargaining, as well as 
the question of the adequacy of proof that the public interest requires a finding 
that the contract price is unreasonable, Applicants contend that: 


Under the Natural Gas Act, in review of independent producers contract 
prices, the Commission is free to adopt any practicable method of regula- 
tion consistent with the public interest, and the public interest requires 
adoption of a method which would allow producers commodity value as set 
forth in their contracts, where those contracts are shown to be fair, 
reasonable, and reflections of commodity value under competitive conditions. 


In support of that contention they argue that any method or formula for 
the determination of the reasonableness of rates of independent producers 
based upon an original cost rate base or cost of service is impracticable and 
not in the public interest. While there is evidence from which inferences may 
be drawn that numerous practical difficulties would accompany an attempt to 
apply a rate base—cost of service formula for such purposes, it is not believed 
that the record is conclusive that the application of such a formula is impossible 
or that it is not in the public interest. 

Applicants argue further that the use of averages of field prices, without 
consideration of the comparability of the contract used or without critical 
appraisal of all circumstances surrounding the transactions reflected therein, 
would result in a meaningless, erroneous standard. The record herein fully 
supports that contention. 

In addition, Applicants argue that the allowances of competitively arrived 
at contract prices, shown to be reasonable under competitive conditions, is 
necessary to provide incentive for exploration and development in the natural- 
gas industry, and such allowances and incentives are necessary in the public 
interest. While it seems well established that the rapid and substantial rise 
in the price of natural-gas in the fields has been due to an even more rapid 
increase in the demand therefor, and that such increasing price will act as 
an incentive for increased explorations and development, it is not so clear that 
the price paid to producers and gatherers in the fields should remain without 
regulation. As it is understood, Applicants’ contention is that such prices 
should be fixed by the balancing of supply and demand. Thus the result 
would be increasing prices to the point where (if any such point were reached) 
the supply would equal the demand, taking into account, of course, the eco- 
nomic impact of the price of fuels or other sources of energy which might come 
into competition with natural gas, the prices of which would also be fixed by 
the relationship between supply and demand. 

Finally, Applicants argue that, as a matter of law, the Commission is free, 
under the Natural Gas Act, to formulate a practicable method of regulation 
without reference to public utility cost of service. This contention appears 
to assume that in determining just and reasonable rates for independent 
producers of natural gas who are also natural-gas companies, the Commission 
is completely unfettered in its choice of a rate-making method. The courts 
have from time to time, and case to case, indicated minimum standards below 
which regulated utility rates have, or would have, resulted in confiscation and, 
consequently, the deprivation of Constitutional rights of the regulated utility. 
It was assumed that there existed a zone or band of reasonableness above 
those minimum requirements and within which band reasonable rates might 
fall. More recently the decisions of the courts have given rise to doubt as to 
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the continued validity of those assumptions. So far as this Commission is 
concerned the problem is brought into focus in its recent decision In the 
Matter of Union Oil Company of California et al., Docket Nos. G—4331 et al 
(Opinion No. 300), issued December 6, 1956," 16 F. P. C. 100. 

In that proceeding the evidence showed that the increased rates were reached 
as a result of arm’s length bargaining and were within the range of the field 
prices in the pricing area. It showed (in excess of the evidence in this record) 
that in order to get the consent of the buyer the seller was required to grant 
additional consideration such as increased dedicated gas reserves. It tended 
to establish that the price of gas as sold to the local distribution companies 
compared favorably with the prices of coal and fuel oil. No evidence was 
presented to show what rates might be needed to further exploration or other 
production functions.” 

Earlier, (in its order issued October 24, 1955, in the same proceeding) the 
Commission had observed that in providing for Commission responsibility in 
connection with rate filings the Natural Gas Act makes no distinction between 
independent producer natural-gas companies and interstate pipeline gas- 
companies with respect to the criteria of proof in rate increase proceedings. 
In the opinion above referred to the Commission said : 

* * * The central issue presented is one of Constitutional requirements 
and of our statutory power. The Applicants claim that the Act does not 
limit the Commission to the use of any particular formula or combination 
of formulae in determining just and reasonable. rates under Section 4 (e). 

And the Commission held that the City of Detroit v. Federal Power Commis- 
sion 230 F. 2d 810 (C. A. D. C., 1956) certiorari denied 352 U. S. 829, is control- 
ling. In the latter decision the court said: 


Although the Commission cannot be compelled to fix rates at the lowest 
level of reasonableness, nevertheless it remains true that the primary aim 
of the Act in the words of the Supreme Court is “to protect consumers against 
exploitation at the hands of natural-gas companies.” 


> * * A a * + 


While * * * the Commission may be empowered to consider some * * * 
factors [among others, the need for encouraging exploration and develop- 
ment of gas resources by the allowances of amounts in excess of develop- 
ment and exploration costs,“] it must also, and always, relate its action to 
the primary aim of the Act to guard the consumer against excessive rates. 
If the Commission contemplates increasing rates for the purpose of en- 
couraging exploration and development * * * it must see to it that the in- 
crease is in fact needed, and is no more than is needed, for the purpose. 
Further than this we think the Commission cannot go without additional 
authority from Congress. 


* * * * * ° * 


* * * When we refer to an “increase” we mean an increase which would 
result from the use of the conventional rate-base method. For though we 
hold that method not to be the only one available under the statute, it is 


36 Petition for Rehearing denied by order of January 31, 1957. 

There is here, of course, the testimony of Continental’s witness that there is no way 
the cost in dollars and cents of such needed inducement could be evaluated. (supra, p. 541) 

In the above cited opinion the Commission said “general statements by expert witnesses 
to the effect that increased rates are needed or desirable as an incentive to continued 
exploration and development of gas supplies are not evidence that the [increased] rates 
are just and reasonable. 

% Which the court said “* * * we need not decide * * * on the present record.” 
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essential in such case as this that it be used as a basis of comparison. 
* * * Uniess it is * * * used at least as a point of departure, the whole 
experience under the Act is discarded and no anchor, as it were, is available 
by which to hold the terms “just and reasonable” to recognizable meaning. 


While the evidence presented in this record by the Applicants shows, among 
other things, that the contract reflecting the increased rates was entered into at 
arm’s length in a competitive market, and that the increased price falls within 
the range of prices paid to other producers in the pricing area, Applicants have 
wholly failed to offer any evidence respecting their investment in plant or their 
costs of operations. It must, therefore, be held here, as the Commission held 
in the Union decision, supra,” that: 


On this record it is not possible to strike a fair balance between investor 
and consumer interests. We cannot be sure that the rates are sufficient to 
promote exploration for and development of gas supplies and, at the same 
time, to provide the protection to the ultimate consumer contemplated by 
the Act. 


Here, as it was there, it is impossible to determine from the evidence whether 
or not the end result of the increases here proposed by Applicants would be just 
and reasonable; and here too, it is impossible to meet the requirements of either 
the Act or the Constitution unless we can determine the revenue requirements 
of the industry we must regulate and the effect of the rate in question on its 
earning capacity.” 

It is concluded that there rested upon the Applicants the burden of proving 
by affirmative, concrete and persuasive evidence that the increased rates are 
just and reasonable within the meaning of Section 4 (e) of the Natural Gas Act, 
and that they have wholly failed to sustain that burden. 


Motion for Relief and Declaratory Order 


As has been noted above, after the proceedings in Docket Nos. G—S697 and 
G-8696 had been set down for hearing—indeed after they had begun—Missis- 
sippi (on July 5, 1955) filed the Petition for Relief and Declaratory Order 
which proceeding has been designated Docket No. G-9097. In that petition it 
was alleged, among other things, that due to shinkage occasioned by processing 
wet gas through the separators and the gasoline plant, gas consumed in unit 
heating operations, lost and unaccounted for gas, and the inherent inaccuracy 
of wet gas measurements, the amount of dry residue gas received by Mississippi 
at its metering station downstream from the gasoline plant is less than the ag- 
gregate of the volumes measured at the respective well head meters; that 
Stanolind construes the contract to mean that Mississippi is obligated to de- 
liver to Stanolind at the intake side of the (the central battery of separators 
and/or) gasoline plant, the total quantity of gas measured at the well and that 
Mississippi is liable to Seller under the contract for the difference in volume 
of gas. According to the petition the Applicants in this proceeding were con- 
tending that between November 8, 1951, when deliveries from Applicants to 
Mississippi, from Mississippi back to Applicants, and from Applicants back to 
Mississippi began, Mississippi had failed to redeliver to Applicants at the intake 
side of the separators or the gasoline plant 1,171,044 Mcf of gas to which Appli- 
cants were entitled, and which had a reasonable value of $259,698.58. 

It was alleged in the petition also, and it was brought out in this record, that 
Applicants had, on May 21, 1955, filed suit in the District Court of Harrison 


2? See also the Commission’s orders issued February 6, 1957 In the Mattere of Orange 
Grove Oil and Gas Company, et al., Docket Nos. G-8518, et al., 17 F. P. C. 199, and in 
Sun Oil Company, et al., Docket Nos. G-8288, et al., 17 F. P. C. 174. 





FEDERAL POWER COMMISSION 545 


County, Texas for the recovery of the above named amount and that such suit 
had later been, on June 14, 1955, upon petition of Mississippi, removed to the 
United States District Court for the Eastern District of Texas. 

While, as will more clearly appear later, in this decision, the proceeding in 
neither the State nor the Federal Court in Texas has any particular significance 
in this proceeding, a brief statement of what appears to have happened there 
may contribute to an understanding of the issues here. 

It now appears that on April 4, 1956, the Federal District Court which had 
directed the removal in the first instance of the action from the State to the 
Federal Court returned it to the District Court of Harrison County, Texas. It 
further appears that thereafter, predicated upon answers of a jury to questions 
propounded, a judgment was entered in favor of the applicants for about half 
of the amount applicants had sought; and that an appeal from such order has 
been taken by Mississippi. 

It has already been concluded that the sale of gas by the Applicants to Missis- 
sippi under the contract of April 3, 1951 is a sale of natural gas in interstate 
commerce subject to the jurisdiction of this Commission. The exercise of au- 
thority by a state agency does not restrict or curtail the authority and jurisdic- 
tion of this Commission. Consequently, to the extent that the relief sought by 
Mississippi falls within the scope of the statutory authority and duty of this 
Commission, it will have power to act regardless of the action of the state 
courts. Furthermore, it should be said in that connection since counsel for 
Stanolind has used the argument, it is not believed that the conclusion of the 
Federal District Court in its order that “there is no federal question involved” 
in the current court proceeding would place upon the jurisdiction of this Com- 
mission any limitation which does not otherwise exist. Therefore, with respect 
to the matter of jurisdiction, it is necessary here simply to determine the scope 
of this Commission’s authority. 

In its petition for relief and declaratory order Mississippi asks that the Com 
mission order, pursuant to the terms of Rate Schedule No. 31 for the sale of 
gas by Stanolind to Mississippi, that: 


(1) Mississippi be required to receive and pay for only that amount of 
dry residue gas received by it and measured at its master metering station 
in the Woodlawn Field; and that 

(2) Mississippi be declared to have no liability for payment pursuant to 
said gas sales contract of April 3, 1951 (Rate Schedule No. 31), other than 
to pay for such dry residue gas as is received and measured at its central 
metering station in the Woodlawn Field, and that any demands by Stano- 
lind or others for additional payment for said gas or for any other quantity 
of gas be deemed to be null and void and of no effect ; and that 

(3) Stanolind be ordered to abide by said determination. 


Mississippi also asked that a hearing be ordered to determine that Mississippi 
is not required to pay for any amount of gas based upon any difference in meas- 
urement of the quantity of gas metered near the wells and the quantity received 
at the separators or gasoline plant, and such other and further relief to which 
it may be entitled in these proceedings. 

There appears to be no significant controversy between the parties as to the 
underlying factual situation, the difference being that of interpretation of the 
contract. 

Stated quite simply, Applicants contend that the Contract of April 3, 1951, 
requires the payment by Mississippi to Applicants for the volumes of gas de- 
livered by Applicants to Mississippi at the wellhead meters, while Mississippi 
contends that no such obligation exists. 
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Under the provisions of the contract, subject specifically to the limitations 
therein contained, Seller dedicated to the performance of the agreement gas pro- 
duced from Sellers’ interests in those lands and leases which were commercially 
productive of natural gas from formations down to the top of the Travis Peak 
Formation underlying the land and leases or unitized tracts in which Seller had 
an interest in the Woodlawn Field. Among others, Seller expressly reserved 
unto itself certain prior rights” with respect to “the gas production covered 
hereby, together with sufficient gas to satisfy such rights’ (1) to deliver to 
lessors sufficient gas to meet the requirements of lessee’s obligations under such 
leases to furnish gas to such lessors, (2) all such gas as Seller might need or re- 
quire for operations necessary to operation of properties in the field in which 
Seller has an interest, (3) the right to recover and retain all liquid hydrocarbons 
contained in the gas together with entrained liquefiable hydrocarbons removed 
in multiple-stage low temperature oil and gas separators or similar devices, (4) 
the right (prior to January 1, 1955) to install and operate a cycling plant for 
the purpose of re-injecting processed gas into subsurface reservoirs, and the 
right, in addition to the others otherwise reserved, “to use all of the gas which 
may be required for fuel and shinkage in said plant and attendant facilities 
and for injection into subsurface formations”, (5) the right (at any time) to 
install and operate (or have installed or operated) a gasoline plant and to 
process at such plant all or any part of the gas gathered by Mississippi and to 
recover the liquid and liquefiable hydrocarbons from such gas, in which case 
Seller reserved the right to use all of the gas which might be required for fuel 
and shrinkage in said plant and attendant facilities, (6) the right at any time 
and from time to time to construct and operate one or more batteries of standard 
separators or multiple-stage low temperature oil and gas separators for the 
recovery of hydrocarbons and entrained liquefiable hydrocarbons. 

Article IV of the contract, which is entitled “Point of Delivery and Transfer 
of Title”, provides that: 


1. All gas sold hereunder shall be delivered to Buyer, and title thereto 
shall pass to Buyer at the points of delivery which shall be at the inlet 
side of Buyer’s metering equipment to be constructed by Buyer and located 
at or near each well situated on the lands and leases dedicated hereto. 

2. If at any time Seller exercises its reserved right to cycle or process 
the gas as provided in subparagraphs (f) and (g) of Article II hereof or 
to install and operate a battery or batteries of multiple-stage separators 
as provided in subparagraph (h) of Article II hereof, then, in such event, 
measurement of the volumes of gas sold hereunder may be made at the 
outlet side of said cycling or processing plant or at the discharge of the 
said central battery or batteries of separators installed and operated as 
herein provided, but, subject to the provisions of Article II hereof, title 
to the gas shall pass to Buyer at the point of delivery hereinabove provided 
in Paragraph One (1) of Article IV. Seller shall reimburse Buyer for 
the actual net cost to Buyer of installing such additional measurement 
facilities for accepting delivery at the outlet side of said plants or at the 
discharge side of said battery or batteries of separators if such plants 
or separator battery or batteries are located by Seller at any point other 
than the point or points of delivery established hereunder at the time 
deliveries of gas begin under this agreement. Seller further agrees to 
reimburse Buyer the actual net cost to Buyer for any relocations, altera- 


® Applicants cite a number of decisions with respect to the meaning of the word 
“reserves” but there appears to be no controversy with respect thereto. 
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tions, changes and extensions to Buyer’s gathering system, made neces- 
sary by the installation of separators and batteries of separators or plants 
by Seller. 


To the extent that it is here pertinent Article X—Quality—provides that: 


1. The natural gas delivered hereunder shall * * * be free of objection- 
able liquids and solids, oxygen and other deleterious substances. * * * 
2. It is understood and agreed that Seller shall never be required to 
dehydrate the gas deliverable hereunder nor to process or do any other 
thing to said gas other than to pass such gas through oil and gas field 
separators. Seller may at its opinion, however, elect to dehydrate the gas. 
On the same day on which the contract was executed Mississippi directed to 
the Applicants a letter in which it was stated that: 
” + - * * * 


Simultaneous with the execution of a Gas Sales Contract, we agree that 
you shall have the right, to be exercised by you at any time prior to Janu- 
ary 1, 1955, to require us, or, at our election, an affiliate or subsidiary 
company, to construct and operate a gasoline plant in the Woodlawn Field 
in order to process all of the gas sold by you to us under the Gas Sales 
Contract for the remainder of its term. If such a gasoline plant is so 
constructed and operated by us, directly or indirectly, the operator shall 
be entitled to receive a portion of the plant’s products obtained from all 
the gas processed in the plant equivalent in current sales value to the 
total of the following amounts: 

1. The cost of the plant as amortized over the remaining portion of the 
primary term of the contract; 

2. All operating expenses of the plant, including 344% interest on bor- 
rowed capital utilized in building such a plant; and 

3. A profit after all charges and costs (including income tax) equal 
to 6%% per annum net on the unamortized plant investment over the 
remaining portion of the primary term of the Gas Contract. 

It is agreed that the Gas Sales Contract is now in full force and effect 
and that it shall remain in full force and effect in accordance with the 
terms and provisions therein contained, even though such gasoline plant 
is never so constructed and operated by us. 

The above, in general reflects my understanding of the negotiations 
between our Mr. R. V. Terry and representatives of your company. I 
am aware that this letter does not purport to cover all of the details 
and items of negotiation incident to such transaction, but is intended to 
convey the general terms and major intentions of the parties. 

* * ? = o + . 
That proposal was approved and accepted by the Applicants on April 6, 1951. 
From November 8, 1951, to June 1954, Applicants were operating a central 

separator battery consisting of mechanical separators and low temperature 
separator units. The mechanical separators utilized the reduction in the 
velocity of gas as well as the scrubbing or wiping element to remove any 
liquids. From there the gas flowed into the low temperature separator units 
where the pressure was reduced (thus the gas is expanded) to a lower pres- 
sure and a lower temperature. Under such treatment the gas would not 
retain the liquids, and they dropped out into a sump tank. No equipment 
existed at or near the wellhead for the removal of water or other liquids. 
In fact, before reaching the central battery no moisture other than the free 
water had been removed. No form or method of dehydration was applied 
after the gas left the central battery of separators. 





548 FEDERAL POWER COMMISSION 


In the latter part of that period compressors were installed which put 
that low pressure gas back into the system. In June 1954 the central separator 
battery was replaced by a gasoline plant. While Applicants operated the 
central battery of separators a certain amount of gas was vented and flared 
because the processing through those facilities reduced the pressure below the 
required line pressure. 

On March 8, 1951, a meeting was held at which there were discussed general 
plans and procedures for constructing the gathering system. According to 
the testimony of Mississippi’s main line superintendent, who was in complete 
charge of the construction for the main line from Monroe to Woodlawn as 
well as the gathering system in the Woodlawn Field, the purpose of the meet- 
ings, so far as he was concerned, was “to obtain information * * * as to what 
we were required to do in the Woodlawn Field in the matter of building this 
gathering system, and to obtain, if possible, Stanolind’s idea about what they 
had in mind had they, rather than Mississippi, built the system.” He obtained 
at one of the meetings two blueprints, one of which showed the wellhead 
metering and heater installation. The witness could recall no specific discus- 
sion as to the details of what should or should not be installed in the way 
of heaters or other facilities for the avoidance of hydrates. This witness 
testified that so far as he knew, at the time there was no other economical, 
entirely satisfactory method of transporting this gas from the wells to the 
central point without the use of heaters. 

Consulting engineers were employed by Mississippi to design a suitable heater 
installation for the Woodlawn gathering system. The witness gave considera- 
tion to the use of separators for the removal of the moisture at the wellhead, 
with the hope that Mississippi would be able to transport the gas without 
the use of heaters, The consultants, however, threw out that suggestion in 
favor of the use of heaters. 

On or about August 16, 1951, Mississippi was informed of Stanolind’s decision 
to make the separation of the hydrocarbons at a central battery of separators 
in the field rather than at each particular lease. Then Mississippi knew that 
it would be necessary to install heaters in order to keep the wells flowing into 
the system, and orders for such heaters were placed in the latter part of Septem- 
ber 1951. Actual construction on the gathering system was started on September 
20, 1951. Two or three subsequent meetings were held to discuss progress; 
at one of them the location of the central separators was fixed. At least two 
sets of drawings of the various facilities which Mississippi was installing in 
the gathering system were submitted. 

On September 13, 1951 (just a week before construction of the gathering 
system began) Stanolind and Continental directed to Mississippi a letter which 
was to “evidence our agreement concerning the dehydration of the gas sold 
to you by us” under the contract of April 3, 1951. It referred to the provisions 
of the contract under which Applicants had the right to construct and operate 
one or more batteries of standard separators of multiple-stage, low temperature 
oil and gas separators or units. 

The letter stated that the Seller then contemplated installing low temperature 
separation units; that “although Seller is not required by the contract to dehy- 
drate the gas, both Seller and Buyer recognize and understand that if such low 
temperature separation units are installed, dehydration of the gas * * * will 
be accomplished by the operation and use of such low temperature separator 
units.” In view of that the parties agreed that Seller would install and place 
in operation “* * * not later than November 1, 1951, low temperature separation 
units which by the operation thereof shall dehydrate all the gas delivered under 
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the contract.” Buyer in consideration of the dehydration of the gas by Seller 
agreed to pay Seller in addition to the price specified in the compact one-fourth 
cent (4%4¢) per Mcf. of gas delivered by Buyer under the contract so long as the 
gas is so dehydrated by Seller. 

It provided further, however, that Seller had the right to discontinue the use 
and operation of the low temperature separation units at any time, and upon 
six months notice to discontinue dehydration of the gas by any means. In that 
event Seller would lose the right to dehydrate and concomitantly Buyer would be 
relieved of the obligation to pay 14¢ per Mef. for dehydration. 

This letter agreement was accepted by Mississippi on November 14, 1951." 

So fat as the record discloses, between August 15 and November 8, 1951, 
neither party raised any question as to the proper construction of the contract 
or who would be responsible thereunder for heater fuel and the shrinkage of 
gas occurring in the gathering process. It appears from the evidence that from 
the beginning of the service on November §, 1951, to March 31, 1955, Mississippi 
had paid Applicants for only the quantity of gas which Mississippi received at 
Mississippi’s central metering station, below the outlet of the gasoline plant. 

As has been indicated, it is the contention of Applicants that Mississippi was 
and is obligated to deliver back to Applicants at the intake of the central battery 
of separators or gasoline plant “the full well meter stream of gas.” 

The evidence shows that, as is specifically provided in the contract, Mississippi 
has throughout its operations in the Woodlawn Field measured gas at two places 
(1) at the wellhead and (2) at the “master meter” located downstream from the 
discharge of the central battery of separators and the outlet side of the gasoline 
plant respectively. The meters at the wellheads serve at least two purposes.” 
They enable compliance with the “allowables” regulations which are related 
to the operations of the individual wells, and they provide a means by which 
there may be determined the share of each royalty owner in the condensate 
ultimately recovered in the separators or the processing plant. 

Statewide Rule No. 21 of The Texas Railroad Commission, effective at the date 
of the contract, provided that: 


Where oil and gas are found in the same stratum and it is impossible to 
separate one from the other, or when a well has been classified as a gas 
well * * * the operator shall install a separating device * * * to separate 
the oil or liquid hydrocarbons from the gas, which separating device shall 
be kept in place as long as necessity therefor exists, and after being in- 
stalled such device shall not be removed nor the use thereof discontinued 
without the consent of the Railroad Commission of Texas. All oil and/or 
distillate or any other liquid hydrocarbons as and when produced shall be 
adequately measured according to the pipe line rules and regulations of the 
Commission before the same leaves the lease from which they are pro- 
duced and sufficient tankage and separator capacity shall be provided by 


2 On April 21, 1953, Stanolind and Continental directed to Mississippi another letter, 
in which notice was given to Mississippi informing the latter that “we estimate present 
facilities will be incapable of dehydrating the gas to the specified water content after 
October 31, 1953, and we are hereby giving the required six months notice as of May 1, 
1953, of such fact. You are hereby further notified that Stanolind Oil and Gas Company 
and Continental Oil Company do not elect to exercise their option to install and operate 
aaditional dehydration facilities. 

2In a letter dated December 11, 1951 Stanolind’s Division Gas Superintendent 
said: “* * * We recognize that as long as the central Separation Station is operated, 
the well meters are for the purpose of allocating gas and distillate back to each indi- 


vidual unit, and consequently, the charts from the well meters are of little interest to 
Mississippi. * * *” 


554728—61——37 
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the producer to adequately take daily gauges of all oil distillate and/or 
liquid hydrocarbons and gas produced. 


It is further provided, however, that: 


In instances where two or more tracts of land * * * have their working 
interests * * * [and] their royalty interests owned by the same parties, and 
are located in such proximity to each other as to permit * * * the running 
of the oil from all of said tracts into common tankage, the production from 
said leases may be run into a common tank battery * * * provided that 
a permit allowing the use of a common tank battery or common tank bat- 
teries shall have first been obtained from the Chief Supervisor of the Oil and 
Gas Division of the Railroad Commission of Texas. * * * 

A fundamental consideration in the contract negotiations was, of course, the 
retention by Applicants of the right to recover the liquid hydrocarbons. The 
basic concept underlying the contract seemed to contemplate the removal of 
the liquid hydrocarbons on the lease in accordance with Statewide Rule No. 21 
of the Texas Commission and, therefore, the absence of the liquid hydrocarbons 
in the gas which was to be gathered by Mississippi’s gathering system. Had 
Applicants finally decided to pursue that method of operation the liquids would 
have been removed from the gas stream before it reached the wellhead meters. 
Those meters would have been, so far as the provisions of the contract are con- 
cerned, the only meters employed throughout the field operations and they would 
have recorded the volumes of gas payment for which Mississippi would have been 
responsible. Under those conditions the residue gas being free of liquids, would 
have been such that it could have been transported, without the use of heaters, 
and without the necessity to blow down the lines, and thus it would have cost 
Mississippi only the price set out in the contract plus the cost of operation of 
(including return on) the gathering system, such small loss of residue gas as 
might have resulted therefrom and, to the extent that it might have been neces- 
sary to permit continuous deliveries of Applicants’ gas into Mississippi’s trans- 
mission line in accordance with the state allowables, the cost of compression. 
Under those circumstances this controversy would not have arisen. 

If the evidence supported the inference that at the date of the contract the 
parties thereto anticipated separation of the well effluent at the wellhead as 
above described it would seem unnecessary to consider the matter further. It 
could then logically be concluded that the base costs to Mississippi had been 
established on that assumption and that any excess over such costs would be the 
responsibility of Applicants, as is contended by Mississippi. 

It is clear from the record, and it cannot be disputed, that at the time the 
contract was entered into Mississippi was thoroughly experienced in gas gath- 
ering and in pipeline operations. While it is true that at the date of the contract 
Applicants had not reached a definitive conclusion with respect to the point 
at which separation would take place, the evidence shows that in the discus- 
sions between the representatives of the Applicants and those of Mississippi 
held over a period of a month prior thereto the possibility of a decision in favor 
of a central battery of separators or a gasoline plant appeared, if not as almost 
certain, at least as a very definite possibility. As we have seen, so serious a pos- 
sibility was it that consultants were called in for suggestions as to how, in that 
event, the gas might be transported without the use of heaters. The consultants 
advised against some other method and Mississippi’s expert testified that he 
knew of no other economical entirely satisfactory method of transporting that 
type of gas to a central point in the field without the use of such equipment, 

It was against the background of that experience and knowledge and with 
unquestioned awareness of the likelihood that the gas would not be separated 
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on the lease as is provided for in Statewide Rule No. 21 above referred to, but 
would have to be transported in the form of raw gas, that Mississippi specifically, 
and without any qualification whatever, agreed “to construct, maintain and 
operate at its sole cost, risk and expense a gathering system * * * adequate to 
transport the volumes of gas herein provided from each of Sellers’ wells to a 
mutually agreeable common point in the Woodlawn Field for commingling and 
transmission through Buyer’s pipeline.” It is quite clear that such gas as is 
used in the heaters is consumed in order that the maximum amount of en- 
trained liquid hydrocarbons can be delivered from the wellhead to the gasoline 
plant. That, of course, is in accordance with the contract and it inures to the 
benefit of Applicants. But at the same time, the resultant greater efficiency of 
the gathering system would redound to the benefit of Mississippi. There is noth- 
ing in the record tending to show that the cost of the gas which is used in field line 
heaters is, or could be considered as anything other than gathering expense. 

Cognizance is taken of the fact that in the context of that statement no refer- 
ence is made to the central battery of separators or gasoline plant. It is noted 
also that despite Applicant’s insistence that Mississippi is obliged to deliver to 
Applicants at the intake side of the central battery of separators or gasoline 
plant every foot of the gas which Mississippi had received at the wellheads there 
is no provision in the contract for the metering of the gas at that point and, 
so far as the evidence discloses, there are not now and have never been, any 
metering facilities there. In that connection it should be pointed out that while 
in the contract the Applicants reserved the right to install and operate a central 
battery of separators, no reservation was made respecting the use of gas in 
connection with the operation of such equipment. The evidence shows, how- 
ever, that in addition to the use of fuel in a heater at the entrance to the sepa- 
rator plant and its use in other plant facilities there were times in the early his- 
tory of the plant that processing operations so reduced the pressure of some 
of the gas that it would not flow into Mississippi’s receiving line but had to be 
wasted to the air. Later compression was provided for the purpose of avoid- 
ing such waste and then gas was used as fuel for compression purposes. AS 
distinguished from that operation, the contract did recognize the inevitability 
of shrinkage in, and the need for gas in the operation of, the gasoline plant and 
reservation was made therefor. 

Of significance also with respect to the position taken by Mississippi on this 
point is the language which appears in paragraph 2 of Article IV of the contract 
to the effect that if the Applicants exercised their right to cycle or process the 
gas or to install and operate a battery or batteries of multiple-stage separators 
“then, in such event, measurement of the volumes of gas sold hereunder may 
be made at the outlet side of said cycling or processing plant or at the discharge 
of the said central battery or batteries of separators * * *”. This language, 
it must be conceded, gives substantial force to Mississippi’s argument that the 
contract requires it to pay Applicants only for the gas which it received at Mis- 
sissippi’s master meters in the Woodlawn Field. 

Nevertheless, that evidence does not, it is believed, counterbalance the specific 
undertaking of Mississippi to assume all of the costs of gathering. Further- 
more, except for that last above referred, the whole body of the evidence herein 
seems to point to the conclusion that Mississippi bound itself to pay all costs of 
gathering including specifically the cost of installation and operation of well 
head meters, installation and operation of all pipelines, heaters and other gath- 
ering equipment, dehydration and compression. No logical reason for the ex- 
clusion of the gas used in the heaters and shrinkage in the gathering process 
can be seen. 
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This conclusion is not intended as a determination of the fairness and rea- 
sonableness of the result from the standpoint of cost of gas to Mississippi and 
is not dispositive of the Commission’s statutory authority to take action in the 
premises. We go then to the latter issue. 

In addition to the contentions that the petition for declaratory judgment does 
not raise issues subject to Commission jurisdiction because a Federal court has 
ruled that they present no federal question, and that a state court is presently 
exercising jurisdiction in the case, both of which have heretofore been discussed, 
Applicants contend that the Commission does not have the power to grant the 
relief sought because it cannot make retroactive orders. 

It is undisputed that the Commission does not have the power to grant repara- 
tions. To the extent that an order issued in this proceeding might affect rates 
and charges paid by Mississippi and collected by Applicants prior to the date 
on which the proposed increased rates became effective, the Commission would 
be called upon to exercise such powers. It is concluded, therefore, that no such 
order can be issued here. 

However, with respect to issues presented in a suspension proceeding which 
are properly related to the increased rates involved the Commission has. full 
and complete authority to dispose of such issues and also of such funds as may 
have been collected under refund obligations. Consequently, if the issue pre- 
sented here by the petition of Mississippi called for an interpretation of the 
rate schedules in respects having a relationship to the increases in rates pro- 
posed herein the authority of the Commission to issue an order governing such 
a matter could hardly be doubted. But that is not the situation here. - 

As has been pointed out, the proceedings in Docket Nos. G-—8696 and G—8697 
are under Section 4 of the Act and that section relates to the filing of initial 
rate schedules and the procedures requisite to making changes in such filed rate 
schedules. Under that section the Commission has the responsibility to deter- 
mine whether changes proposed in filed rate schedules are just and reasonable, 
but it does not have the authority to initiate such changes. It is clear that the 
changes which Applicants propose herein are related exclusively to the price in 
cents per Mcf and are entirely unrelated to the point of delivery of the gas. 

But Mississippi’s request, as set out in its petition, that it be required to 
receive and pay for only that amount of dry residue gas received by it and 
measured at its master metering station in the Woodlawn Field may be con- 
strued as a request for a determination that aside from the element of price 
increase Applicants’ rate schedule is unjust and unreasonable and that an order 
be issued declaring it so to be. 

However, Commission authority under the Natural Gas, or any other act, for 
a determination and order of that nature in this proceeding has not been found. 

Such an order would require a determination of the reasonableness of the 
rate which was in effect immediately before the increased rates became effective. 
The procedures for such a determination are to be found in Section 5 of the 
Act. The circumstances under which such a determination is to be made are 
not present here. Section 1.7 (c) of the Commission’s Rules of Practice can 
not be construed to supplant in this respect Section 5 of the Act and it is 
believed that the Commission did not so intend. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record in this proceeding, the pleadings filed, 
evidence adduced and the brief submitted, the Presiding Examiner finds and 


concludes, supplemental to the findings and conclusions heretofore herein stated 
that: 
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(1) Stanolind Oil and Gas Company, the Applicant in Docket No. G-8697 
and Continental Oil Company, the Applicant in Docket No. G—8697, and each 
of them, is an independent producer of natural gas within the purview of Section 
154.91 of the Commission’s Regulations governing natural gas in interstate com- 
merce for resale for ultimate public consumption, is a “natural-gas company” 
within the meaning of the Natural Gas Act and is subject to the jurisdiction of 
the Federal Power Commission. 

(2) The sale of natural gas by Stanolind pursuant to Stanolind’s FPC Gas 
Rate Schedule No. 31 and by Continental under Continental’s FPC Gas Rate 
Schedule No. 107 and the supplements to such schedules respectively to Missis- 
sippi River Fuel Corporation in the Woodlawn Field in Harrison County, Texas 
pursuant to the contract dated April 3, 1951 and the agreements supplemental 
thereto is a sale in interstate commerce for resale within the meaning of Sections 
1 and 2 of the Natural Gas Act and the rates and charges made, demanded, 
and received in connection with such sale of natural gas are subject to the 
jurisdiction of this Commission. 

(3) The increases in rates and charges reflected in Supplement No. 10 to 
Stanolind’s FPC Gas Rate Schedule No. 31 and in Supplement No. 8 to Con- 
tinental’s FPC Gas Rate Schedule No. 107 constitute changes in rates within 
the meaning of Section 4 of the Natural Gas Act. 

(4) The burden of proof in these proceedings are upon the Applicants 
Stanolind and Continental to show that the increased rates and charges 
referred to in Finding (3) above, are just aud reasonable within the meaning 
of the Natural Gas Act. 

(5) Stanolind and Continental have failed and neglected to sustain, in the 
record of this proceeding, the burden of proof referred to in Finding (4) 
above; no part of such increased rates has been justified within the intent 
of the Commission’s orders of September 29, 1955, and such increased rates 
are therefore found not to be just and reasonable within the meaning of 
Section 4 (a) of the Natural Gas Act. 

(6) The motion made by Stanolind for a dismissal of the proceeding on 
the ground that the issuance of the suspension order exceeds the authority 
granted to the Commission under the Natural Gas Act is without substance 
and should be denied. 

(7) The petition of Mississippi for relief and a declaratory order filed in 
Docket No. G-9097 should be denied. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion as provided in the Commission’s Rules of Practice and 
Procedure, that: 

(A) Stanolind’s motion for a dismissal of the proceeding on the ground 
that the issuance of the suspension order exceeds the authority granted to 
the Commission under the Natural Gas Act should be and is denied. 

(B) The petition of Mississippi for Relief and a declaratory order should 
be and is denied. 

(C) Applicants herein Stanolind and Continental having failed to sustain 
the burden of proof to show that the increased rates and charges proposed 
in Docket Nos. G-8697 and G-8696 are just and reasonable, and such rates having 
been found, therefore, to be unjust and unreasonable such increased rates 
are unlawful, and are disallowed. 

(D) The rates and charges in effect under the provisions of Stanolind’s 
FPC Gas Rate Schedule No. 31 and Continental’s FPC Gas Rate Schedule 
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No. 107 which were in effect immediately prior to September 3, 1955 were, 
are, and shall be in force and effect on and after September 3, 1955 and until 
the further order of the Commission. 

(E) Within 70 days from the date of the issuance of this order, Stanolind 
and Continental shall refund to Mississippi the difference between the amounts 
collected under bond or undertaking by Stanolind and Continental under the 
provisions of Supplement No. 10 to Stanolind’s FPC Gas Rate Schedule No. 
31 and Supplement No. 8 to Continental’s FPC Gas Rate Schedule No. 107 
and the amounts which Stanolind and Continental would have charged and 
collected had not such supplements to such rate schedule not have been 
permitted to become effective on September 3, 1955 together with interest at 
the rate of 6% per annum from the dates of the receipt of such excess amounts 
to the date of refund, Stanolind and Continental to bear all costs incidental 
to the making of such refund. 

(F) Within 85 days from the date of the issuance of this order Stanolind 
and Continental shall report to the Commission in writing and under oath the 
details on and calcualtions resulting in the refunds ordered in paragraph (E) 
above, together with copies of releases from Mississippi with respect to such 
refund. 


BEpwarp B. Marsa, Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PUBLIC SERVICE COMPANY OF OKLAHOMA, DOCKET NO. E-6816 
ORDER PROVIDING HEARING AND SUSPENDING PROPOSED RATE SCHEDULE 
(Issued April 17, 1958) 


Public Service Company of Oklahoma (Public Service), incorporated under 
the laws of Oklahoma, with its principal place of business in Tulsa, Oklahoma, 
on February 4, 1958, tendered a proposed rate schedule for filing, pursuant 
to Section 205 of the Federal Power Act, to be effective August 5, 1957, or in 
the alternative April 17, 1958. As tendered the proffered filing is in effect 
a retender of an earlier incomplete rate schedule filing which Public Service 
proffered initially on August 9, 1957, and withdrew for purposes of resubmission. 
It has been tentatively desigrated in the Commission’s files as Public Service’s 
proposed Rate Schedule FPC No. 151 and would supersede Public Service's 
Rate Schedule FPC No. 107 and Supplements Nos. 1 and 3 thereto. 

Substantively, the proposed rate schedule would effect revisions in Public 
Service’s currently effectively filed rate schedule both as to the type of electric 
service which the Company renders thereunder to the Grand River Dam 
Authority (Authority) and its rates and charges therefore. 

Kamo Electric Cooperative and other parties identified and described in 
various submittals filed herein, including a “formal protest” filed February 
19, 1958, and a “motion” filed March 25, 1958, oppose Commission acceptance 
of the proposed rate schedule for filing under the Federal Power Act. They 
request that it be rejected or in the alternative that the Commission set the 
matter for public hearing. Comments were also received from the Eastern 
Oklahoma Flood Control Association; The Sallisaw, Oklahoma Chamber of 
Commerce; The Wagoner, Oklahoma Chamber of Commerce and Mayor, all 
requesting the Commission study of the agreement between Public Service 
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and Authority embodied in the proposed rate schedule “Temporary Agreement” 
and the effects thereof. 

The proposed changes in Public Service’s currently filed rate schedule have 
not been shown to be justified, and may be unjust, unreasonable, unduly dis- 
criminatory or preferential, or otherwise unlawful within the meaning of the 
Federal Power Act. And unless suspended by order of the Commission, the 
proposed rate schedule by reason of the alternative requested effective date 
therefor will become effective April 17, 1958, pursuant to the provisions of the 
Federal Power Act and the Commission’s Regulations thereunder. 


The Commission finds: 


In view of the foregoing, it is necessary and appropriate for the purposes of 
the Federal Power Act that the Commission pursuant to the authority of that 
Act enter upon a hearing concerning the lawfulness of Public Service’s proposed 
Rate Schedule FPC No. 151 and that the operation of such proposed rate schedule 
be suspended and the use thereof deferred as herein provided. 


The Commission orders: 


(A) A publie hearing be held concerning the lawfulness of Public Service’s 
proposed Rate Schedule FPC No. 151 at a time and place and in the manner 
all to be fixed by further order of the Commission. 

(B) Pending such hearing and decision thereon, the operation of the proposed 
rate schedule referred to in Paragraph (A) above hereby is suspended and the 
use thereof deferred until April 18, 1958. On that date the proposed rate schedule 
shall take effect in the manner prescribed by the Act, subject to further order 
of the Commission. 

(C) During the period of suspension Public Service’s Rate Schedule FPC 
No. 107 and Supplements Nos. 1 and 3 thereto, on file with the Commission shall 
remain and continue in effect. 

(D) Public Service shall nct change either the terms and provisions of its 
proposed Rate Schedule No. 151 or those of its Rate Schedule No. 107 and Sup- 
plements Nos. 1 and 3 therto, until this proceeding has been disposed of unless 
otherwise ordered by the Commission. 

(E) Interested State Commissions may participate in this proceeding as pro- 


vided by Sections 1.8 and 1.37 (f) of the Commission’s Rules of Practice and 
Procedure [18 CFR 1.8 and 1.37 (f) ]. 


Before Commissioners: Jerome K. Kuykendall, Chairman, Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, ET AL., DOCKET NO. G-13877, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY * 


(Issued April 17, 1958) 


On December 9, 1957, United Gas Pipe Line Company (United) filed in 
Docket No. G-13877 an application, pursuant to Section 7 (c) of the Natural 
Gas Act, for a certificate of public convenience and necessity authorizing the 
construction and operation of approximately two miles of 4-inch lateral supply 
pipeline to extend from United’s existing 30-inch Agua Dulce-Sterlington main 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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transmission pipeline to a point in the North Indian Hills Field area, with 
purchase meter and appurtenances, all in Montgomery County, Texas, to pur- 
chase and receive natural gas produced in that area by Cyprus Oil Company 
(Cyprus) and Magnolia Petroleum Company (Magnolia). 
* 








* 





” 
































* ” = * 

The estimated initial cost of United’s proposed facilities is $59,296, which will 
be financed from current working funds. United will transport the gas received 
from Cyprus and Magnolia commingled with its other gas supplies for sale in 
other states. The gas supply which will become available by the operation of the 
proposed facilities is reasonably adequate to justify the construction of said 
facilities. 

Temporary authority to construct and operate the facilities proposed in Docket 
No. G-13877, and to make the sales proposed in Docket Nos. G-13870 and G-13943, 
was granted to United and to Cyprus and Magnolia, respectively, on February 
27, 1958. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 8, 1958, respecting the matters involved in and the issues presented by 
the applications herein. No petitions to intervene, notices of intervention or 
protests to the granting of the applications have been received. Staff counsel 
moved orally at the hearing that the intermediate decision procedure be omitted 
and that the Commission render a decision pursuant to Section 1.30 (c) (1) of 
the Commission’s Rules of Practice and Procedure. 


The Commission finds: 





(1) Applicant, United Gas Pipe Line Company, a Delaware corporation having 
its principal place of business in Shreveport, Louisiana, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of November 10, 1942, in Docket No. G-232 (3 FPC 863). 

(2) The facilities hereinbefore described, as more fully described in the appli- 
eation in Docket No. G—13877, are proposed to be used in the transportation and 
sale of natural gas in interstate commerce for resale, subject to the jurisdiction 
of the Commission, as integral parts of United’s exising pipeline system and 
the construction and operation thereof by United are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

* ok * * 
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(5) Applicants, United, Cyprus and Magnolia, are able and willing properly 
to do the acts and to perform the services proposed and to conform to the 
provisions of the Natural Gas Act and the requirements, rules and regulations 
of the Commission thereunder. 

(6) The proposed construction and operation of the facilities by United and 
the proposed sales of natural gas by Cyprus and Magnolia, together with the 
operation of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor, are required by the public convenience and necessity and cer- 
tificates therefor should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the certificate hereinafter issued toe United 
and to the exercise of the rights granted thereunder, and that the time within 
which construction of the facilities authorized by this order shall be completed 
and in actual operation should be fixed at six months from the date on which 
this order issues. 
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(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing United Gas Pipe Line Company to construct and oper- 
ate the facilities hereinbefore described, all as more fully described in the 
application in Docket No. G—13877 and the exhibits appended thereto, for the 
transportation and sale of natural gas as therein set forth, subject to the juris- 
diction of the Commission, upon the terms and conditions of this order. 

= * * . * * * 

(C) The general terms and conditions set forth in paragraphs (a), (b), 
(ce) (3), (ce) (4), and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the certificate granted in paragraph 
(A) hereof and to the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized to United shall 
be constructed and placed in actual operation as provided by paragraph (b) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
is hereby fixed at six months from the date on which this order issues. 

. 7 * = . * 

Commissioner Connole not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE MONTANA POWER COMPANY, PROJECT NO. 5 
ORDER FIXING HEARING AND DENYING PETITION FOR DECLARATORY RELIEF 
(Issued April 17, 1958) 


On December 3, 1951, application was filed by The Montana Power Company, 
licensee for major Project No. 5, for amendment of its license for the project 
to authorize the construction, installation and maintenance of: an extension 
to the existing powerhouse; a third generating unit of 56,000 kilowatt capacity ; 
a tunnel about 900 feet long; a new intake upstream of, but separate from, the 
existing intakes; and other appurtenant facilities to the Flathead (Kerr) Proj- 
ect No. 5, located on Flathead Lake and Flathead River in Flathead and Lake 
Counties, Montana. 

Pursuant to request therefor, by letter dated December 29, 1951, the Com- 
mission advised the licensee that commencement of construction of the third 
unit and associated works at the Kerr powerhouse, at its own risk, prior to 
issuance of an amendment of license therefor, would not prejudice consideration 
by the Commission of the application for amendment of license. 

Since the filing of the application for amendment, conferences have been held 
between the Confederated Salish and Kootenai Tribes of the Flathead Reserva- 
tion, Montana (whose lands are occupied in part by the Kerr Project), and the 
licensee, on the subject of additional annual charges, if any, to be paid by the 
licensee for the use, occupancy, and enjoyment of the Tribal lands as proposed 
by the application. However, those conferences having failed to produce an 
agreement on the subject, the licensee, by letter dated December 1, 1954, re- 
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quested a hearing on the matter as promptly as possible. In response thereto, 
by letter dated December 20, 1954, the Chairman of the Tribal Council requested 
that the Commission take no action on the licensee’s request pending agreement 
between the two as to the date of such a hearing. No such agreement was 
reached, nor did further meetings between them effect agreement on the amount 
of compensation, if any, for the third generating unit. 

Consequently, on May 8, 1957 a motion was filed by the Confederated Salish 
and Kootenai Tribes (Tribes) in which request was made for a hearing on the 
licensee’s pending application for amendment and for a determination of a rea- 
sonable annual charge to be paid to the Tribes for the use of their lands by the 
licensee’s third generating unit. 

On May 8, 1957 the Tribes also filed a “petition for declaratory relief” wherein 
request was made that the Commission order the licensee to cease its operation 
of the third generating unit of its Kerr Project, pending Commission considera- 
tion of the licensee’s pending application for amendment of its license to include 
thereunder the third generating unit, and until the licensee shall have obtained 
permission from the Secretary of the Interior and the Tribes for the operation 
of such additional unit. 


The Commission finds: 


(1) In the circumstances recited herein, it is in the public interest that a 
public hearing be held in the matter involving the pending application for amend- 
ment of license, including a determination of increased annual charges, if any, 
due to the Tribes. 

(2) The petition filed by the Tribes sets forth no facts showing that the con- 
tinued operation of the third generating unit at the Kerr Project by the licensee 
pending final Commission action on the issues referred to in finding (1) above 
would either cause the Tribes irreparable damage or would otherwise be incon- 
sistent with the public interest. 


The Commission orders: 


(A) Pursuant to the authority contained in and subject to the jurisdiction 
conferred upon it by the Federal Power Act, particularly Sections 6, 10 (e) and 
308 thereof, and the Commission’s Rules of Practice and Procedure, a public 
hearing shall be held on May 20, 1958, commencing at 10: 00 a. m. (EDST) at the 
Commission’s hearing room, General Accounting Office Building, 441 G Street, 
N. W., Washington 25, D. C., respecting the issues involved in the pending appli- 
cation for amendment of the license for Project No. 5, including the determination 
of additional amount of annual charges, if any, for the use of the Indian Tribal 
lands as proposed in the application for amendment. 

(B) The petition for declaratory relief filed by the Tribes is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SOUTHERN NATURAL GAS COMPANY, BT AL., DOCKET NOS. G-13082, 
G-13379, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 


(Issued April 18, 1958) 


Southern Natural Gas Company (Southern Natural), a Delaware corporation, 
with its principal place of business in Birmingham, Alabama, filed two applica- 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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tions on August 19 and October 7, 1957, in Dockets Nos. G—13082 and G—13379 
respectively, pursuant to Section 7 of the Natural Gas Act, for authority to con- 
struct and operate certain facilities described therein. 

The purpose of the proposed facilities above referred to is to enable Southern 
Natural to procure additional supplies of natural gas from the various other 
applicants named in the caption hereof by constructing extensions, laterals and 
loops on its South Louisiana supply system to increase the capacity of the supply 
system as it now exists. No increase in the sales capacity of Southern’s system 
is proposed. 

The facilities proposed in Docket No. G-13082 are as follows: 

136.8 miles of 24 and 26-inch pipelines (Toca-Gwinville), the estimated cost 
of which is $15,666,690. 

198.2 miles of 4%4-inch to 20-inch supply lines, the estimated cost of which is 
$20,057,010. 

3,650 horsepower compressor additions to its White Castle and Toca stations, 
the estimated cost of which is $1,160,800. 

18 measuring stations, the estimated cost of which is $278,000. 

The facilities proposed in Docket No. G—13379 are as follows: 

7.19 miles of 20-inch line loops on the Gwinville-Pickens line, the cost of which 
is estimated at $598,310. 

660 horsepower compressor addition at Franklinton station, the estimated 
cost of which is $211,100. 

17.3 miles of 65g and 16-inch supply lines, the estimated cost of which is 
$1,751,890. 

5 measuring stations, the estimated cost of which is $44,000. 

The proposed facilities together with those certificated in Docket No. G-13203 
on March 17, 1958, will increase the capacity of Southern Natural’s South Louisi- 
ana Supply system by 298,030 Mcf per day and this increased volume will be 
used by existing customers within the existing market and to supplement the 
diminishing supplies from the Carthage and Monroe Fields. All of the facilities 
proposed will be operated as integral parts of the present system and the gas 
which is to flow through them will be commingled with gas from other sources 
of supply transported in interstate commerce and resold for ultimate public 
consumption as hereinbefore stated. 

Southern Natural has not shown the plan of financing the costs of the pro- 
posed projects; but it has demonstrated its ability to induce capital investments 
in past construction projects. The volumes of the gas reserves to be acquired, 
including certain small quantities not presently dedicated by contracts but rep- 
resented as being within the reach of probability, are estimated at approxi- 
mately 1,042,558 MMcf. 

~ a x ¥ *~ - 

The additional supplies of gas to Southern Natural will be made available by 
reason of the proposed construction and operations of the proposed facilities and 
such supply is reasonably adequate to justify the proposed construction. 

The applications of the independent producers and the contracts between 
Southern and such independent producers submitted with the applications in- 
dicate that the initial prices proposed to be paid by Southern thereunder will 
be 22.8¢ per Mcf. These proposed prices will be among the highest to be paid 
for natural gas produced in the Southern Louisiana area. In view of this fact 
we will by subsequent order institute investigations pursuant to Section 5 (a) 
of the Natural Gas Act as to the reasonableness of the prices proposed to be 
paid to the following applicants: Aluminum Company of America; Howell & 
Howell; Sohio Petroleum Company; Shell Oil Company; Continental Oil Com- 





560 FEDERAL POWER COMMISSION 


pany; John W. Mecom; Lyons & Logan; C. G. Glasscock-Tidelands Oil Company, 
et al. and Berkshire Oil Company and R. R. Frankel.* 

Pursuant to due notice, a public hearing was commenced in Washington, D. C., 
on April 7, and concluded, after a recess on April 10, 1958, respecting the mat- 
ters involved in and the issues presented by the applications. 

A petition for leave to intervene was filed by Gas Gathering Corporation on 
April 1, 1958 and thereafter on April 4, 1958 Notice of Withdrawal of the petition 
was filed. On April 3, 1958, a protest to the granting of the applications in the 
proceedings was filed by the Mayor and City Attorneys of Tuscaloosa, Alabama, 
and on April 4, 1958, a petition for leave to intervene was filed by the same 
parties. On April 7, 1958 notice of withdrawal of the protest and petition for 
leave to intervene was filed by Tuscaloosa’s Mayor and City Attorneys. Southern 
Natural filed an answer to the petition of Tuscaloosa on April 7, 1958; but no 
person appeared to represent either of the interveners. Accordingly, there 
being no protestants or interveners at the hearing, staff counsel moved at the 
hearing that the intermediate decision procedure be omitted and the Commission 
render a decision pursuant to Section 1.30 (c) (1) of the Commission Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Southern Natural Gas Company, a Delaware corporation with 
its principal place of business at Birmingham, Alabama, is a “natural gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission. 

(2) The facilities hereinbefore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce for resale, subject to 
the jurisdiction of the Commission, as integral parts of Southern Natural’s 
existing pipeline system and the construction and operation thereof by Southern 
Natural are subject to the requirements of subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

» . * * * * * 


(5) All Applicants hereinabove named are able and willing properly to do the 
acts and perform the services proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
hereunder. 

(6) The proposed construction and operation of the facilities by Southern 
Natural, and the proposed sales of natural gas by the other Applicants named 
herein together with the operation of any facilities subject to the jurisdiction 
of the Commission necessary therefor are required by the public convenience and 
necessity, and certificates therefor should be issued as hereinafter ordered and 
conditioned. 

(7) Public convenience and necessity requires that: (a) the general terms 
and conditions set forth in paragraphs (a), (b), (ce) (3), (c) (4) and (e) of 
Section 157.20 of the Commission Regulations Under the Natural Gas Act (18 
CFR 157.20) should attach to the certificates issued to Southern Natural and 
to the exercise of the rights granted thereunder; (b) the time within which 
construction of the facilities authorized by this order shall be completed and in 
actual operation should be fixed at nine months from the date of issuance of this 
order; (c) an adequate plan of financing of the proposed construction which is 
satisfactory to the Commission shall be filed before the construction commences. 


1 Investigations pursuant to Section 5 (a) of the Natural Gas Act have been initiated 
in connection with Tidewater Oil Company and The California Company. 
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(8) Staff counsel at the close of the hearing made the request for the omission 
of the intermediate decision procedure as provided by Section 1.30 (c) of the 
Commission’s Rules of Practice and Procedure. There being no opposition to 
the said request by any party of record, and, not having been denied by the 
Commission, it is granted, pursuant to Section 1.30 (c) (1) of the said Rules. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same hereby 
are issued to Southern Natural Gas Company to construct and operate the 
facilities hereinbefore described, and as more fully described in the applications 
in Docket Nos. G—13082 and G—13379 in this proceeding for the transportation 
and sale of natural gas as therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order. 

* . * = * s ° 

(C) The certificates issued to Southern Natural shall be accepted in writing, 
and under oath, by a responsible official of Southern Natural and the general 
terms and conditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of 
Section 157.20 of the Commission’s Rules of Practice and Procedure shall attach 
to the issuance of the certificates granted under paragraph (A) hereof, and to 
the exercise of the rights granted thereunder. 

(D) Southern Natural shall submit to the Commission for its approval a sat- 
isfactory plan of financing of the costs of construction proposed prior to its 
undertaking of construction of any of the facilities authorized hereby. 

” * * * € * a 

(F) The time within which the facilities hereby authorized to Southern 
Natural shall be constructed and placed in actual operation, as provided by para- 
graph (b) of Section 157.20 of the Commission’s Rules of Practice and Procedure 
is hereby fixed at nine months from the date on which this order issues. 

(G) The certificates issued to all the Applicants named herein are not trans- 
ferable and shall be effective only so long as they continue the acts or operations 
hereby authorized in accordance with the provisions of the Natural Gas Act, and 
the applicable rules, regulations and orders of the Commission thereunder. 

(H) The requests for withdrawal of the petitions to intervene and the protest 
filed by Gas Gathering Corporation and the Mayor and City Attorneys of Tus- 
caloosa, Alabama, are granted and the petitions and protests are stricken from 
the files. 

- “ * * * * * 

Chairman Kuykendall and Commissioner Stueck concur in the result for the 
reasons stated in their separate statements issued with Opinion No. 309, Jn the 
Matters of Seaboard Oil Company, Operator, et al. Docket Nos. G—11970, et al. 

Commissioner Connole dissenting. 

CoNNOLE, Commissioner, dissenting: 

This is another instance in which sales to Southern Natural from reserves 
located partly on-shore and partly off-shore in Louisiana are certificated at 
prices at an all-time high level for sales of natural gas from the reserves in 
the southwest. The record contains no testimony or evidence supporting why 
the public convenience and necessity requires the sale at this price. For 
reasons I have set forth before in other proceedings, including the strikingly 
similar order in Re Southern Natural Gas Company, et al., G—11234, et al., 
issued July 12, 1957, 18 F. P. C. 38, and in the recent order in Re Seaboard Oil 
Company, Operator, et al., G—11970, et al., issued March 31, 1958, 19 F. P. C. 416, 
Iam unable to associate myself with the majority order. 
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Incidentally, my participation in the order granting certificates in part of 
the applications involved in this sale (Re Southern Natural Gas Company, 
et al., in G-—13203, et al., issued March 17, 1958, 19 F. P. ©. 330) was the result 
of error and oversight on my part. I specifically disavow my participation 
therein by this separate statement. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SIERRA PACIFIC POWER COMPANY, DOCKET NO. E-6804 
ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK AND FIRST MORTGAGE. BONDS 
(Issued April 18, 1958) 


Sierra Pacific Power Company (Applicant), incorporated under the laws of 
the State of Maine and qualified to do business as a foreign corporation in the 
States of California and Nevada, with its principal place of business in Reno, 
Nevada, filed an application on March 7, 1958, as amended March 24, March 26, 
April 9, and April 15, 1958, for an order, pursuant to Section 204 of the Federal 
Power Act, authorizing it to (1) issue and sell 57,362 shares of Common Stock, 
par value $7.50 per share, on a pro rata basis to Applicant’s Common Stock- 
holders; and (2) issue and sell at competitive bidding $3,000,000, principal 
amount of First Mortgage Bonds, Series due 1988. 

As originally filed, the application contemplated an underwriting agreement 
between Applicant and Kidder, Peabody & Co., for the underwriting of the 
proposed issuance of Common Stock and requested an exemption from the 
Commission’s competitive bidding requirements under Section 34.2 (k) (2) (ii) 
of the Regulations with respect to the proposed sale of Common Stock. A 
petition to intervene and a protest with respect to Applicant’s request for 
exemption of the Common Stock issuance from competitive bidding was filed 
by J. S. Strauss & Co., on April 10, 1958; and subsequently, on April 15, 1958, 
Applicant amended its application to eliminate any underwriting of the stock 
issue. 

The proposed shares of Common Stock will be offered, pursuant to preemptive 
rights, to Applicant’s Common Stockholders of record as of the close of business 
on April 17, 1958, at a price of $23.25 per share on the basis of one share for 
each 12 shares of Common Stock held. Rights to subscribe will be evidenced 
by transferable subscription warrants carrying an oversubscription privilege 
subject to allotment. The application states that the proposed issuance of 
Common Stock will not be underwritten. 

Applicant proposes to issue the Bonds under its Indenture of Mortgage, dated 
December 1, 1940, as heretofore supplemented, and as to be further supplemented 
by a Sixth Supplemental Indenture, dated as of April 1, 1958. 

Applicant proposes, on April 21, 1958, to invite sealed bids for the purchase 
of the proposed Bonds by newspaper publication and through distribution of 
a Form of Bid, together with a statement of terms and conditions relating 
thereto and a form of purchase contract. All bids, whether from a single bidder 
or a group of bidders, must be in duplicate in writing on the Form of Bid 
furnished by Applicant, and must be for the purchase of the entire issuance 
of Bonds. Each bid must specify, among other things, (1) the interest rate 
to be borne by the Bonds, which rate shall be a multiple of %th of 1%; (2) the 
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price exclusive of accrued interest to be paid to Applicant for the Bonds, 
which price shall be not less than 100% of the principal amount of the Bonds 
nor more than 102%4% of the principal amount thereof; and (3) that Applicant 
shall be paid the amount of the accrued interest on the Bonds from April 1, 
1958, to the date of payment therefor and delivery thereof. 

All bids for the purchase of the proposed Bonds must be presented in duplicate 
to Applicant at 49 Federal Street (Sth Floor), Boston, Massachusetts, before 
11 A. M., Boston Time, on April 29, 1958 (unless postponed). Unless Applicant 
shall reject all bids (which it reserves the privilege to do), or excludes a bid 
or bids for reasons set forth in the statement of terms and conditions, it will 
accept the bid which results in the lowest annual cost of money to it. 

Each bid must be accompanied by a certified, bank cashier’s or trust company 
treasurer’s check or Checks, payable in Boston Clearing House funds, in the 
aggregate amount of $150,000. 

Applicant proposes to utilize the proceeds from the proposed issuances and 
sales of Common Stock and Bonds, estimated in the amount of approximately 
$4,300,000, to (1) discharge its outstanding promissory notes, now aggregating 
$2,950,000, principal amount; * and (2) finance, in part, its construction pro- 
gram for 1958, which is expected to require expenditures of about $3,550,000. 
Construction expenditures for 1958 will be allocated as follows: $2,510,000 for 
the Blectric Department; $360,000 for the Gas Department; and $680,000 for 
the Water Department. 

Written notice of the application has been given to the California Public 
Utilities Commission and to the Nevada Public Service Commission and to the 
Governor of each of those States. Notice has also been given by publication 
in the Federal Register on April 1, 1958 (23 F. R. 2131-2), stating that any 
person desiring to be heard or to make any protest with reference to the applica- 
tion should file a petition or protest with the Federal Power Commission, 
Washington 25, D. C., on or before April 14, 1958. 

As indicated, J. S. Strauss & Co., filed a petition to intervene in this proceed- 
ing, together with a protest with respect to Applicant’s request to exempt the 
proposed underwriting of the Common Stock from the Commission’s Regula- 
tions regarding competitive bidding and the approval of the proposed negotiated 
underwriting agreement with Kidder, Peabody & Co. However, in view of 
Applicant’s subsequent amendment eliminating the underwriting of the Common 
Stock issuance, the matters raised by the protest are no longer in issue. 

No other petition, protest or request to be heard in opposition to the granting 
of said application has been received. 

By order dated April 1, 1958, the California Public Utilities Commission au- 
thorized the proposed issuances and sales of Common Stock and Bonds in the 
manner that application for authorization of such proposed issuances and sales 
was originally filed with this Commission. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued March 
26, 1952, In the Matter of Sierra Pacific Power Company, Docket No. E-6412. 


*By order issued June 27, 1957, In the Matter of Sierra Pacific Power Company, Docket 
No. E-6757, 17 F. P. C. 901, the Commission authorized Applicant to issue not to exceed 
$4,000,000, principal amount of Promissory Notes outstanding at any one time, and 
maturing not later than December 31, 1958. 
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(2) The proposed issuance and sale of Bonds and the proposed issuance and 
sale of Common Stock, all as described above, will constitute issuances of secu- 
rities within the purview of Section 204 of the Act. 

(3) The proposed issuance and sale of Common Stock will be exempt from 
the competitive bidding requirements of Section 34.1a of the Commission’s Regu- 
lations under the Federal Power Act by reason of Paragraph 34.la (a) (1) 
thereof. 

(4) Inasmuch as the Applicant by amendment has eliminated the proposed 
underwriting of the issuance of Common Stock, the objections raised by the pro- 
test of J. S. Strauss & Co., are no longer in issue, and therefore the protest 
and petition to intervene should be dismissed. 

(5) Applicant is not organized and operating in a State under the laws of 
which the security issues here involved are regulated by a State commission 
within the meaning of Section 204 (f) of the Act; and the proposed issuances 
of Bonds and Common Stock are, therefore, not exempt by virtue of that Section 
from the requirements of Section 204 of the Act. 

(6) The proposed issuance and sale of Bonds, and the proposed issuance and 
sale of Common Stock, all as hereinafter authorized, will be for a lawful object, 
within the corporate purposes of Applicant and compatible with the public 
interest, which is appropriate for and consistent with the proper performance 
by Applicant of service as a public utility and which will not impair its ability 
to perform that service, and is reasonably appropriate for such purposes. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance and sale of Bonds, and the proposed issuance and 
sale of Common Stock, all as described above, upon the terms and conditions 
and for the purposes specified in the application, as amended, are authorized, 
subject to the provisions of this order. 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (8) of the Commission’s Regulations under the Fed- 
eral Power Act relating to compliance with competitive bidding requirements, 
and Section 34.2 (k) (4) of those Regulations relating to affiliation, and shall 
have either filed such amendments or shall have mailed them and advised the 
Commission by telephone and telegraph, as contemplated in Section 34.9 of the 
Regulations. 

(ii) The Commission shall have approved the interest rate thereon and the 
price to be received by Applicant for such Bonds, by a further order. 

(C) This authorization shall expire unless the transactions hereby author- 
ized are consummated within 90 days from the date of issuance of this order. 

(D) The protest and petition to intervene of J. S. Strauss & Co., is hereby 
dismissed. 

(E) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimates or determinations of cost, or any other matter 
whatsoever now pending or which may come before this commission. 

(F) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SOUTHERN NATURAL GAS COMPANY, DOCKET NO. G-—13258 


ORDER ACCEPTING REVISED TARIFF FILING, PROVIDING FOR HEARING AND TERMINATING 
PROCEEDING IN PART 


(Issued April 18, 1958) 


Southern Natural Gas Company (Southern), on August 14, 1957, tendered 
for filing its FPC Gas Tariff, Fourth Revised Volume No. 1, proposed: to become 
effective September 14, 1957, in supersession of Third Revised Volume No. 1. 
Southern’s Volume No. 1 is applicable to sales from its pipeline system for resale 
for ultimate public consumption. The tendered filing proposed a general in- 
crease in rates of $18,174,648, or 33.5 percent, based upon adjusted sales for the 
year ended April 30, 1957. 

By order issued September 12, 1957, in Docket No. G—13258, the Commission 
provided for a hearing concerning the lawfulness of the rates, charges, classi- 
fications, and services contained in Southern’s proposed FPC Gas Tariff, Fourth 
Revised Volume No. 1, as tendered for filing on August 14, 1957. And, pending 
such hearing and decision thereon, the Commission suspended and deferred 
the use of such proposed revised tariff until February 14, 1958, and until such 
further time as it may be made effective in the manner prescribed by the Nat- 
ural Gas Act. No hearings have been held in this proceeding. 

On March 31, 1958, Southern tendered for filing its proposed FPC Gas Tariff, 
Fifth Revised Volume No. 1, intended to supersede the previously proposed 
Fourth Revised Volume No. 1, and proposed to be made effective as of April 16, 
1958. The newly tendered proposed filing would increase Southern’s revenues 
from jurisdictional sales by $11,022,471, or 20.3%, based upon adjusted sales 
for the year ended April 30, 1957. This is $7,152,177 less than the increase 
of $18,176,648 estimated to result from the previously tendered filing suspended 
in Docket No. G—-13258. 

The proposed Tariff, Fifth Revised Volume No. 1 is said by Southern to 
“represent the result of discussions and negotiations among Southern and its 
customers, interveners, and State Commission representatives which took place 
over a period commencing in early December 1957 and terminating in settlement 
conferences held at Washington from March 6 through March 14, 1958.” Southern 
has also tendered for filing letter agreements with each of its jurisdictional cus- 
tomers, excepting South Georgia Natural Gas Company, by which the customers 
have agreed to pay for all gas purchased from Southern on and after the effective 
date of its proposed Fifth Revised Volume No. 1 the rate specified in the applicable 
rate schedule of said proposed tariff, and otherwise in accordance with the 
provisions thereof. 

We are agreeable to and find acceptable the end result of Southern’s proposed 
Tariff, Fifth Revised Volume No. 1; specifically, increased rates and charges 
designed to produce increased revenues from jurisdictional sales amounting to 
$65,257,726, rather than the amount of $72,409,903, which would have resulted 
from the proposed rates previously filed and suspended in Docket No. G—13258. 
However, we have reservations respecting: (1) the level of the demand and com- 
modity components of the rates proposed in said Fifth Revised Volume No. 1; 
and (2) the “Conditions Relating to Refunds and Future Rate Reductions,” 
which Southern submitted to the Commission concurrently with its tender of 
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the proposed revised tariff, and which constitute a part of the conditions of the 
above-mentioned letter agreements between Southern and its customers. 

We are thus confronted with a difficult choice. If, because of the reservations 
as to the two items mentioned before, we do not permit and accept the Fifth 
Revised Volume No. 1 in substitution for the Fourth Revised Volume No. 1, 
Southern, under our present procedures, could immediately make effective the 
higher rates proposed in the earlier filing, but subject to possible refund. Thus, 
Southern’s customers, and presumably the consumers served by them, would be 
required to pay immediately, subject to possible refund it is true, rates that are 
$7,000,000 higher than those provided in the Fifth Revised Volume No. 1. On 
the other hand, if we permit and accept the Fifth Revised Volume No. 1, the 
consumers get the immediate benefit of the lesser rates, which would produce 
total firm jurisdictional revenues to Southern in an amount acceptable to all 
parties, including customers, representatives of intervening cities and public 
service commissions, and which we are willing to agree to and accept. 

We have decided to follow the latter course. We have further decided, how- 
ever, to enter upon a hearing pursuant to Section 4 (e) of the Natural Gas Act, 
as hereinafter provided and ordered, which is to be limited to two issues only: 
(1) The level of the demand and commodity components of the rates; and (2) 
the “Conditions Relating to Refunds and Future Rate Reductions.” Since we 
agree to and accept Southern’s jurisdictional revenues of $65,257,726 for the 
test period, as adjusted, this item will not be a subject of further controversy 
in such hearing. 

In reaching this decision we have concluded that it would be undesirable in 
this instance to permit and accept the substitute rates, subject to a provision that 
refunds might be required, if, as a result of the hearing, the demand and com- 
modity components of the rates are determined and fixed at different levels. In 
such event, in order for Southern to earn the jurisdictional revenues which 
we have decided it should be permitted, Southern would have to collect additional 
amounts from those of its customers who would not get refunds. Assuming this 
could be legally done, it would be difficult if not impossible of accomplishment. 
We, of course, could not order an increase in rates to these customers to be 
applied retroactively. 

We are mindful, too, that there appears to be no immediate prospect of an 
occasion calling for application of the “Conditions Relating to Refunds and 
Future Rate Reductions.” Thus, an early hearing and decision herein on the 
limited issues would provide reasonable assurance of protection against applica- 
tion of these ‘‘Conditions” should they be hereafter determined to be inappropriate 
or unreasonable and others prescribed. 

As noted previously, South Georgia Natural Gas Company has not agreed to 
accept the increased rates proposed to be made applicable for purchases by it 
from Southern. South Georgia Natural Gas Company has pending before the 
Commission, in Docket No. G-13550, proposed increased rates. In recognition 
of these facts, Southern, on April 11, 1958, filed a motion to make effective as 
of April 16, 1958, its proposed Rate Schedule P-2, which is set forth on Original 
Sheets Nos. 19, 20, 21, and 22 of said Fifth Revised Volume No. 1. 


The Commission finds: 


Good cause has been shown for accepting Southern’s FPC Gas Tariff, Fifth 
Revised Volume No. 1, for filing in substitution for the previously filed and sus- 
pended Fourth Revised Volume No. 1 of said Tariff, and for allowing it to 


become effective as of April 16, 1958, subject to the terms and conditions here- 
inafter ordered. 
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The Commission orders: 


(A) Southern Natural Gas Company’s FPC Gas Tariff, Fifth Revised Volume 
No. 1, be and it is hereby accepted for filing in substitution for its Fourth Revised 
Volume No. 1 to said Tariff to be effective as of April 16, 1958: Provided, how- 
ever, that Original Sheets Nos. 19, 20, 21, and 22 of said Fifth Revised Volume 
No. 1 shall not become so effective except upon execution by Southern of the 
agreement and undertaking described in paragraph (C) below, and acceptance 
thereof, evidenced by a letter addressed to Southern by the Secretary of the 
Commission. 

(B) Southern shall refund at such times and in such amounts to South 
Georgia Natural Gas Company, and in such manner as may be required by final 
order of the Commission, the portion of the increased rates and charges found 
by the Commission in this proceeding not justified, together with interest thereon 
at the rate of six percent per annum from the date of payment to Southern 
until refunded; shall bear all costs of any such refunding; shall keep accurate 
accounts in detail of all amounts received by reason of the increased rates or 
charges effective as of April 16, 1958, for each billing period, specifying by whom 
and in whose behalf such amounts were paid; and shall report (original and 
four copies), in writing and under oath, to the Commission monthly for each 
billing period, the billing determinants of natural-gas sales to such purchaser 
and the revenues resulting therefrom as computed under the rates in effect im- 
mediately prior to April 16, 1958, and under the rates allowed by this order to 
become effective, together with the differences in the revenues so computed. 

(C) As a condition of this order, within 10 days from the date of issuance 
of this order, Southern shall execute and file with the Secretary of the Commis- 
sion its written agreement and undertaking to comply with the terms and con- 
ditions of paragraph (B) above, signed by a responsible officer of the corpora- 
tion evidenced by proper authority from the Board of Directors as follows: 

In conformity with the requirements of the order issued 
» in Docket No. G—13258, Southern Natural Gas Company hereby 
agrees and undertakes to comply with the terms and conditions of para- 
graph (B) of said order and has caused this agreement and undertaking 
to be executed and sealed in its name by its officers, thereupon duly author- 
ized in accordance with the terms of the resolution of its Board of Directors, 
a certified copy of which is appended hereto, this 


SouTHERN NATURAL GAs COMPANY, 


President 


Secretary 


(D) Pursuant to the authority of the Natural Gas Act, particularly Sections 
4 (e) and 15, thereof, the Commission’s Rules of Practice and Procedure, and the 
Regulations under the Natural Gas Act (18 CFR, Chapter I), a public hearing 
be held upon a date to be hereafter fixed, limited to and concerning only (i) the 
level of the demand and commodity components of the rates contained in South- 
ern’s FPC Gas Tariff, Fifth Revised Volume No. 1, and (ii) the “Conditions Re- 
lating to Refunds and Future Rate Reductions”. 

(E) Unless advised to the contrary within ten (10) days from the date of 
its issuance, this order shall be deemed to have been accepted by all parties. 

(F) If Southern shall, in conformity with the terms and conditions of Para- 
graph (B) of this order, make the refunds as may be required by order of the 
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Commission, the undertaking shall be discharged, otherwise it shall remain in 
full force and effect. 

(G) The proceedings in this Docket No. G-13258 are hereby terminated insofar 
as it concerns Fourth Revised Volume No. 1 to Southern’s FPC Gas Tariff. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. G-—10804 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND DISMISSING PETITION FOR LEAVE TO INTERVENE 


(Issued April 21, 1958) 


Tennessee Gas Transmission Company (Applicant), a Delaware corporation 
with principal place of business at Houston, Texas, filed an application on 
July 24, 1956 as amended September 10, 1956 and October 15, 1956 for a certifi- 
cate of public convenience and necessity, pursuant to Section 7 (c) of the 
Natural Gas Act, authorizing Applicant to render service as hereinafter de- 
scribed, subject to the jurisdiction of the Commission, all as more fully repre- 
sented in the application. No new or additional facilities are proposed or 
required for the rendition of the proposed service. 

Applicant proposes to render natural gas storage service to Public Service 
Electric and Gas Company (Public Service) pursuant to an option agreement 
dated October 16, 1953 and exercised by Public Service by a Precedent Agree- 
ment dated May 15, 1956 as amended June 19, 1956 and July 12, 1956. This agree- 
ment provides for Applicant to deliver to Public Service during the period from 
November 1 of each year to May 1 of the following year volumes of natural 
gas up to 2,700,000 Mcf at a maximum daily rate of 30,000 Mcf, and for Public 
Service to return to Applicant for injection into Applicant’s underground storage 
facilities in New York and Pennsylvania during the off-peak periods from 
May 1 through October 31 of each year equivalent volumes of natural gas. 
Such storage and delivery cycle shall continue for a period coextensive with the 
term of a Gas Sales Contract between the parties dated January 9, 1956 under 
which Tennessee sells a firm volume of 25,000 Mcf per day to Public Service. 
Under an agreement between Tennessee and Transcontinental Gas Pipe Line 
Corporation (Transcontinental) dated November 25, 1955, Transcontinental will 
take the aforesaid gas from Tennessee, transport it through its facilities, and 
deliver the same to Public Service for the account of Tennessee. 

Notice of the filing of the aforesaid application was issued on September 26, 
1956 and published in the Federal Register on October 4, 1956 (21 FR 7637). 
This notice fixed October 15, 1956 as the last day for filing protests or petitions 
to intervene. On October 15, 1956, The Manufacturers Light and Heat Com- 
pany, The Ohio Fuel Gas Company, and United Fuel Gas Company (Peti- 
tioners), filed a joint-petition for leave to intervene stating in essence that they 
are vitally concerned with the rates that they may be charged for gas being and 
to be received from Applicant as a result of the instant proposal. No other 
protest, petition for leave to intervene or notice of intervention was filed. On 
October 22, 1956, Petitioners filed, pursuant to Sections 1.11 (a) and 1.18 (e) 
of the Commission’s Rules of Practice and Procedure (Rules), an amendment 
to their joint-petition stating in essence that an understanding had been reached 
between Petitioners and Applicant as a result of discussions between said parties 
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and that Petitioners stipulate, agree, and consent that their joint-petition to in- 
tervene “may be deemed withdrawn” provided that a provision, as expressly 
requested by Petitioners in said amendment, be attached to any certificate issued 
to Applicant. This provision would preserve the right of Petitioners to raise 
questions or objections in other appropriate proceedings concerning the rate 
level and form of rate to be charged for the proposed storage service or any 
related question of allocation of costs or expenses. By answer filed on October 
22, 1956, pursuant to Sections 1.8 (e) and 1.18 (a) of the Commission’s Rules, 
Tennessee states that it has no objection to the provision being attached as 
proposed. In view of this agreement between Petitioners and Applicant, its 
nature, time, the nature of the instant proceeding, and the public interest, said 
agreement is acceptable to the Commission and accordingly the provision re- 
quested by Petitioners will be attached to the certificate issued herein as 
hereinafter ordered. Any question with respect to the disposition of the joint- 
petition for leave to intervene upon its merits is thus rendered moot, and ac- 
cordingly, said petition will be dismissed as hereinafter ordered. 

By letter dated October 29, 1956, Applicant was granted temporary authority 
to render the service proposed without prejudice to such final disposition of the 
application on its merits as the record may require. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 9, 1958, respecting the matters involved in and the issues presented by 
the application. Neither Petitioners nor Applicant entered an appearance. 
Staff Counsel moved orally at the hearing that the intermediate decision pro- 
cedure be omitted and the Commission render a decision herein pursuant to 
Section 1.30 (c) (1) of the Commission’s Rules. 


The Commission further finds: 


(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of such gas for resale, and there- 
fore, is a “natural-gas company” within the meaning of the Natural Gas Act 
and subject to the provisions thereof as heretofore found by the Commission. 

(2) The gas storage service which is proposed to be rendered by Tennessee 
to Public Service as hereinbefore described and as more fully described in the 
application constitutes a proposal, inter alia, to transport natural gas subject 
to the jurisdiction of the Commission, and therefore, said service is subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The gas storage service referred to in paragraph (2) hereof is or will be 
required by the present or future public convenience and necessity, and there- 
fore, Applicant’s request for a certificate of public convenience and necessity 
should be granted and Applicant authorized to perform the aforesaid acts, opera- 
tions, and service as hereinafter ordered and conditioned. 

(5) The public convenience and necessity require that the following reason- 
able terms and conditions attach to the issuance of the certificate herein and to 
the exercise of the rights granted thereunder: 

(a) The general conditions applicable to certificates as set forth in subsections 
(a) and (e) of Section 157.20 of the Commission’s Regulations under the 
Natural Gas Act. 

(b) The grant of the certificate herein shall not constitute a determination 
of the reasonableness or propriety of the rate Applicant proposes to charge in 
connection with the service herein authorized, or of the form or forms thereof, 
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and shall not be construed as a waiver of any of the requirements of Section 4 
of the Natural Gas Act or of Section 154 of the Commission’s Rules and Regula- 
tions with respect to the service herein authorized, and is without prejudice to 
any findings or orders which have been, or may hereafter be, made by the Com- 
mission in any proceeding now pending or hereafter instituted by or against the 
Applicant. Further, our action in this proceeding shall not foreclose nor preju- 
dice any future proceeding or objection relating to the rate to be charged for 
the service herein authorized, or any position any customer of Applicant may 
hereafter take with respect to the proper distribution or allocation of Applicant’s 
cost and expenses in any proceeding where such distribution or allocation is an 
issue in determining the respective rates to be charged by Applicant for the 
various types and classifications of service rendered by it. 

(6) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission's 
Rules of Practice and Procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) The joint-petition for leave to intervene as hereinbefore described be 
and the same hereby is dismissed. 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued to Applicant authorizing the gas storage service referred to in Findings 
(2) and (4) hereof. 

(C) There shall attach to the issuance of the certificate granted in paragraph 
(B) hereof, and to the exercise of the rights granted thereunder, the conditions 
set forth in Finding (5) hereof. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-11169 
ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 21, 1958) 


By order issued February 21, 1957, 17 F. P. C. 314, the Commission issued to 
El Paso Natural Gas Company a certificate of public convenience and necessity 
to construct and operate additional facilities necessary and incident to the sale 
of additional volumes of natural gas to Kennecott Copper Corporation for use 
in a new sponge iron mill to be constructed near Hayden, Arizona, and also a 
main line tap and metering station, together with necessary appurtenant fa- 
cilities, to be located at approximately milepost 282 on El Paso’s 26’’ O. D. Cali- 
fornia main line system in Section 7, Township 24 South, Range 7 West, Luna 
County, New Mexico, to enable El Paso to sell volumes of natural gas of up to 
240 Mcf per day to the Lea County Gas Company for resale to the Yucca Mining 
Corporation at a point near Deming, New Mexico, for use in a manganese ore 
processing mill being constructed by Yucca. 

On June 8, 1957, El Paso filed a report stating that it had completed the fa- 
cilities authorized for the additional service to Kennecott, but that the remaining 
facilities authorized to enable the sale of gas to Lea County Gas Company for 
resale to Yucca, are no longer needed and will not be put into operation, and 
El Paso relinquished the authority to construct and operate the latter facilities. 
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The Commission finds: 


It is appropriate and in the public interest that the certificate of public con- 
venience and necessity granted to El Paso Natural Gas Company by order issued 
February 21, 1957, in Docket No. G—11169, be amended to exclude the facilities 
described above which were authorized to enable El Paso to sell natural gas of 
up to 240 Mcf per day to Lea County Gas Company for resale to the Yucca 
Mining Corporation. 


The Commission orders: 


(A) The certificate of public convenience and necessity which was issued to 
El Paso Natural Gas Company on February 21, 1957, in Docket No. G—11169, is 
hereby amended to exclude the construction and operation of the facilities de- 
scribed above to enable El Paso to sell volumes of natural gas of up to 240 Mcf 
per day to the Lea County Gas Company for resale to the Yucca Mining Corpora- 
tion, and authority to construct and operate said facilities is hereby rescinded. 

(B) All other provisions of the order issued February 21, 1957, remain 
unchanged and in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PERMIAN BASIN PIPELINE COMPANY, DOCKET NO. G-—12374 


FINDINGS AND ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued April 21, 1958) 


Permian Basin Pipeline Company (Applicant), a Delaware corporation, with 
its principal place of business at Omaha, Nebraska, filed a petition on Septem- 
ber 26, 1957, as supplemented and amended on January 2, 1958, February 20, 
1958 and March 24, 1958, to amend the Commission’s order issued August 5, 
1957, 18 F. P. C. 117 in this proceeding as hereinafter described or as more fully 
represented in the petition as supplemented and amended. 

The Commission’s order issued August 5, 1957, in Docket No. G—12374, granted 
Applicant a certificate of public convenience and necessity pursuant to Section 
7 of the Natural Gas Act, authorizing the construction and operation of two 
measuring stations on its existing 30-inch main line in Texas, between the 
Spraberry Compressor Station and Plains Measuring Station, and to sell and de- 
liver natural gas to Pioneer Natural Gas Company (Pioneer) for resale within 
the State of Texas, primarily for irrigation purposes, such certificate to expire 
October 1, 1957. 

The subject petition requests the Commission to amend its order of August 5, 
1957, by extending the expiration date of the certificate issued in Docket No. 
G-12374 from October 1, 1957 to October 1, 1958 and authorize construction and 
operation of an additional delivery point in Gaines County, Texas, on its 26- 
inch line extending from its Hobbs Station in New Mexico to Plains, Texas. 

The petition states that Applicant and Pioneer have entered into a contract 
dated October 1, 1957, as supplemented on March 4, 1958, which provides for the 
sale by Applicant to Pioneer of an estimated 1,830,000 Mcf of natural gas dur- 
ing the proposed extended period. The amended petition states that the bulk 
of the proposed sale would be made on an interruptible basis during the sum- 
mer months, when Pioneer experiences its peak demands due to the use of gas 
for irrigation purposes by its customers, and indicates that without the pro- 
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posed supply of gas from Applicant, Pioneer might experience summer peak day 
deficiencies of 12,900 Mcf in 1958. 

For the limited period involved, the proposed deliveries could not appreciably 
affect Permian’s system reserves. 


The Commission finds: 


It is necessary and appropriate, and the public interest requires, that the 
order of the Commission issued August 5, 1957, in Docket No. G—12374, be 
amended as hereinafter ordered. 


The Commission orders: 


(A) The Commission’s order issued August 5, 1957, in Docket No. G—12374, 
be and the same hereby is amended by extending the authorization granted 
therein from October 1, 1957 to October 1, 1958, and further authorizing the 
construction and operation of the necessary facilities therefor, as herein de- 
scribed and as more fully described in the petition as supplemented and amended 
in this proceeding. 

(B) All other provisions of said order shall remain unchanged and in full 
force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE MANUFACTURERS LIGHT AND HEAT COMPANY, DOCKET NO. 
G-12946 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued April 21, 1958) 


On January 31, 1958, The Manufacturers Light and Heat Company (Appli- 
eant) filed in Docket No. G—12946 a motion requesting the Commission to amend 
its order issued on November 18, 1957, 18 F. P. C. 656, in which, among other 
things, Applicant was authorized to sell to Allegheny Concrete Pipe Associates 
(Allegheny) a maximum daily volume of 90 Mcf of natural gas. 

The motion to amend asks that this maximum daily volume of 90 Mcf of 
natural gas be increased to a maximum of 300 Mcf per day. It appears that 
Allegheny’s original estimated requirements were based on the conversion of 
one-third of its concrete plant to the use of natural gas, while Allegheny now 
desires to convert its entire plant to the use of natural gas. 

The proposed increased service will require no new facilities. Since the 
service to Allegheny is interruptible, Applicant’s existing customers will not be 
adversely affected by the proposed increased deliveries, nor will the additional 
yearly volumes of gas have any substantial effect upon Applicant’s overall gas 
supply. 

On February 26, 1958, a notice of the motion to amend the prior order issued 
in this proceeding was served upon all parties of record and such notice was 
published in the Federal Register on March 4, 1958 (23 FR 1558). No protests 
or petitions to intervene have been filed herein. 


The Commission finds: 


It is in the public interest and appropriate in carrying out the provisions of 
the Natural Gas Act to amend, as hereinafter ordered, the authorization granted 
to Applicant by order issued November 18, 1957, so as to increase the limitation 
of 90 Mcf maximum daily volume for delivery to Allegheny to a maximum daily 
volume of 300 Mcf. 
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The Commission orders: 


(A) Paragraph (B) of the order of the Commission in Docket No. G—12946 
issued on November 18, 1957, be and the same is hereby amended to increase 
the limitation of 90 Mcf maximum daily volume of natural gas for delivery to 
Allegheny Concrete Pipe Associates, to a maximum daily volume of 300 Mcf. 

(B) In all other respects, the conditions and authorizations set forth in said 
order and the exercise of the rights granted therein shall remain in full force 
and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE CALIFORNIA OREGON POWER COMPANY—PACIFIC POWER & 
LIGHT COMPANY, DOCKET NO. E-6777 


PACIFIC POWER & LIGHT COMPANY, DOCKET NO. E-677 


ORDER AUTHORIZING SALE, ACQUISITION AND MERGER OR CONSOLIDATION, AND LEASE 
OF FACILITIES 


(Issued April 24, 1958) 


The California Oregon Power Company (Copco) and Pacific Power & Light 
Company (Pacific) filed a joint application on September 24, 1957, as supple- 
mented November 6, 21, and 27, 1957, and December 26, 1957, for an order, 
pursuant to Section 203 of the Federal Power Act, authorizing Copco to sell 
and Pacific to acquire a part of Copco’s facilities subject to the jurisdiction of 
the Commission of a value in excess of $50,000, Docket No. E-6777, and Pacific 
filed an application, in Docket No. E-6778, on September 24, 1957, as supple- 
mented October 18, 1957, November 21, 1957, and December 26, 1957, for an 
order, also pursuant to Section 203, authorizing Pacific to lease these facilities 
to the United States of America, Department of the Interior, acting by and 
through the Bonneville Power Administrator (BPA). 

Copco is incorporated under the laws of the State of California and is au- 
thorized to do business as a foreign corporation in the State of Oregon, with 
its principal place of business at Medford, Oregon. Pacific is incorporated under 
the laws of the State of Maine and is authorized to do business as a foreign 
corporation in the States of Oregon, Washington, Wyoming, Montana, and 
Idaho, with its principal place of business at Portland, Oregon. 

The facilities involved in the proposed sale and lease consist of that portion 
of a 125 kv, 3 phase, single circuit wood pole transmission line, known as Line 
12, extending easterly from the Alvey substation of Bonneville Power Adminis- 
tration (Bonneville), near Goshen, to Pole 15/119 on Line 12 and thence south- 
erly to the point of connection of Bonneville’s Drain Tap Line with Line 12 at 
Pole 12/101 thereof, a total distance of 19.49 miles, all in Lane County, Oregon, 
which portion has three sections: 


Section I extends 1.13 miles from Alvey substation to Pole 15/119. The 
poles and line are owned by Copco. The right-of-way is owned by Bonne- 
ville, which has granted a permit to Copco to use the right-of-way. Pacific 
has no underbuild on this section. 

Section II extends 15.23 miles from Pole 15/119 to Pole 2/105. Copco 
and Pacific have a 34 and % undivided interest, respectively, in the poles 
and right-of-way. The 125 kv conductors and cross arms are owned by 
Copeo and the 20 kv underbuild by Pacific, which contacts approximately 
95% of the poles. 





574 FEDERAL POWER COMMISSION 


Section III extends 3.13 miles from Pole 2/105 to, but not including, Pole 
12/101. Copco owns this entire section except the underbuild. Pacific 
contacts approximately 14 of the poles with 20 kv underbuild. Information 
on file with the Commission indicates that the entire underbuild will be 
removed when the line is rehabilitated by Pacific. 


Copeo proposes to sell and Pacific proposes to purchase all the right, title, 
and interest of Copco in Sections I, II, and III of Line 12 for a cash considera- 
tion of $115,930.21* in accordance with an Agreement, dated May 27, 1957, be- 
tween Copco and Pacific. This Agreement provides that there are excluded 
from the sale (a) all rights-of-way between Pole 15/119 and Bonneville’s Alvey 
substation, which rights-of-way are owned by Bonneville; (b) the permit to use 
these rights-of-way granted to Copco by Bonneville;* and (c) the undivided 
one-third interest of Pacific in the rights-of-way and poles of Line 12 from Pole 
2/105 to Pole 15/119. 

Pacific proposes to lease to BPA Sections I, II, and III of Line 12, exclusive 
of existing and future underbuild circuits, for a monthly rental, being $1,159.30 
pending completion of certain rehabilitation work and thereafter $1,876.30, com- 
mencing on the date Copco’s interest in such sections is transferred to Pacific 
and continuing until June 30, 1973, in accordance with a Lease Agreement, 
executed August 8, 1957, by Pacificand BPA. The Lease Agreement provides that 
BPA shall have the right to extend the term thereof for five years. It is also 
provided that Pacific shall pay BPA $2 per annum for each contact made by 
Pacific on the leased line after the lease becomes effective. 

The initial monthly rental of $1,159.30 to be paid by BPA to Pacific is equal 
to 1% of Pacific’s cost of acquiring Copco’s interest in Sections I, II, and III of 
Line 12. Upon completion of rehabilitation of the line, the monthly rental of 
$1,876.30 will be equal to 1% of the sum of the aforementioned cost of acquisition 
and the cost of rehabilitation allocated to the 125 kv circuit. Thus the annual 
rental to be paid by BPA will be 12% of Pacific’s gross investment. 

The Lease Agreement provides that Pacific shall rehabilitate the leased line, 
including acquiring easements, paying for forest products on the right-of-way and 
clearing it to a width of 100 feet, replacing a specified number of poles and cross 
arms and other miscellaneous 125 kv equipment, and erecting a new switching 
structure adjacent to Bonneville’s Cottage Grove switching station. Informa- 
tion on file with the Commission indicates that no rehabilitation is required in 
Section I of Line 12. In Section II, about one-half of the poles will be replaced, 
with two-thirds of the cost of replacements, two-thirds of the right-of-way re- 
habilitation costs, and all other replacement costs, except those applicable to the 
20 kv underbuild, to be allocated to Bonneville. In Section III, the cost of re- 
placing 80% of the poles plus all other costs associated with the 125 kv circuit is 
to be allocated to Bonneville, since Pacific intends to remove all its underbuild in 
this section. Following completion of the rehabilitation, Pacific will maintain 


1This consideration is based upon the original cost less accrued depreciation of the 
facilities as follows: 
As of Mar. $1, 1957 


Electric plant in service (original cost) $167, 136. 90 


Reserve for depreciation (accrued depreciation related to transmis- 
sion plant) 51, 206. 69 


Electric plant less reserve 115, 930. 21 


* According to the joint application, Copco’s permit terminates upon sale of the line to 


a third party and Bonneville intends to grant a similar permit to Pacific upon its acquisi- 
tion of the line. 
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and patrol the entire leased line and right-of-way, including all replacements, 
at its own expense. Pacific states that although it will continue to operate its 
20 kv underbuild on most of the poles in Section II under the Lease Agreement, 
Pacific will have no need for and will not use the 125 kv circuit except as an 
emergency interconnection with Bonneville at the latter’s Alvey substation. 
Such use, however, will be matched by a similar use by Bonneville. 

According to the applications, the proposed sale and lease will not have any 
effect upon any contract for the purchase, sale, or interchange of electric energy. 
It also appears that service to ultimate consumers will not be affected by the 
proposed transactions. 

The joint application states that the sole use presently being made by Copco 
of the facilities proposed to be sold is for the interchange of electric energy with 
Bonneville at the latter’s Alvey substation. Inasmuch as this interchange can 
also be made on Line 12 at Pole 12/101, where Bonneville’s Drain Tap Line con- 
nects with Line 12, there is no necessity for Corpo’s retaining that portion of 
Line 12 located north of Pole 12/101, which portion is outside Copco’s service area. 
The proposed sale will provide Copco with capital funds in enabling it to recover 
the depreciated cost of Sections I, II, and III of Line 12 and will relieve Copco 
of the expense of operating and maintaining these sections and from the payment 
of property taxes thereon. The annual net reduction in expenses is estimated by 
Copco to be approximately $5,000, after income taxes, with no reduction in revenue, 
as a result of the proposed sale. The joint application also recites that sole 
ownership of Sections I, II, and III, which are in Pacific’s service area, will 
permit Pacific to reconstruct these sections and use them more extensively than 
under the existing joint ownership with Copco as a connection with Bonneville’s 
Alvey substation for emergency service and in supplying Pacific’s customers. 
By acquiring a complete operating line in place, Pacific will avoid the expense 
of rights-of-way and construction of a new line to serve its customers in the area. 
The proposed lease to BPA by Pacific will enable the latter to receive compen- 
sation for the use of such part of Line 12 as is not necessary for Pacific’s opera- 
tions and at the same time will enable Bonneville to use Line 12 for the trans- 
mission of electric energy to the City of Drain and to other customers, for the 
interchange of electric energy with Copco, and for the operation of carrier current 
circuits. Information on file with the Commission indicates that BPA had an 
opportunity to purchase Sections I, II, and III from Copco, but elected to lease 
such sections from Pacific because the cost would be less. 

Written notice of the applications has been given to the California Public 
Utilities Commission, the Idaho Public Utilities Commission, the Montana Board 
of Railroad Commissioners, the Oregon Public Utilities Commissioner, the Wash- 
ington Public Service Commission, and the Wyoming Public Service Commission, 
and to the Governor of each of those States. Notice of the applications has also 
been given by publication in the Federal Register on October 4, 1957 (22 F. R. 
7918-7919), stating that any person desiring to be heard or to make any protest 
with reference to the aplications should on or before October 17, 1957 (a date 
which was later extended to October 31, 1957) * file with the Federal Power 
Commission, Washington 25, D. C., petitions or protests. No petition or protest 
or request to be heard in opposition to the granting of the applications has been 
received. 

The Public Utility Commissioner of Oregon, by orders entered October 16, 
1957, authorized (a) Copco to sell and Pacific to purchase the portion of Line 12 


* This extension was requested by Northwest Public Power Association, Inc, Subse- 
quently, by letter filed October 28, 1957, the Association stated that it will file no protest 
to the applications. 
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described above, and (b) Pacific to lease to BPA such portion of Line 12; and the 
Public Utilities Commission of the State of California, by order dated November 
19, 1957, authorized Copco to sell and convey to Pacific the properties described 
above, all in the manner as set forth above. 


The Commission finds: 


(1) Copco, a California corporation, owns and operates facilities, among 
others, which are used for the transmission and sale at wholesale of electric 
energy which is transmitted between the States of California and Oregon and 
consumed outside the State in which generated, all of which facilities are in 
addition to and do not include facilities used for the generation of electric 
energy or facilities used in local distribution or only for the transmission of 
electric energy in intrastate commerce, or facilities for the transmission of 
electric energy consumed wholly by the transmitter, and Copco is, therefore, 
a public utility within the meaning of that term as used in Section 203 of the 
Federal Power Act. 

(2) Pacific, a Maine corporation, owns and operates facilities, among others, 
which are used for (a) the transmission and sale at wholesale of electric energy 
which is transmitted between the States of Oregon and Washington and (b) 
the transmission and sale at wholesale of electric energy which is transmitted 
between the States of Montana and Wyoming, all of which energy is consumed 
outside the State in which generated, all of which facilities are in addition to 
and do not include facilities used for the generation of electric energy or facili- 
ties used in local distribution or only for the transmission of electric energy in 
intrastate commerce, or facilities for the transmission of electric energy con- 
sumed wholly by the transmitter, and Pacific is, therefore, a public utility within 
the meaning of that term as used in Section 203 of the Federal Power Act. 

(3) By the proposed sale of facilities, Copco will dispose of a part of its 
facilities subject to the jurisdiction of the Commission of a value in excess of 
$50,000 within the meaning and subject to the requirements of Section 203 of 
the Federal Power Act. 

(4) By the proposed acquisition of facilities, Pacific will merge or consolidate 
its facilities subject to the jurisdiction of the Commission with those of Copco, 
another person, within the meaning and subject to the requirements of Section 
203 of the Federal Power Act. 

(5) By the proposed lease of facilities, Pacific will dispose of a part of its 
facilities subject to the jurisdiction of the Commission of a value in excess of 
$50,000 within the meaning and subject to the requirements of Section 203 of 
the Federal Power Act. 

(6) The proposed sale of facilities, acquisition and merger or consolidation 
of facilities, and lease of facilities, all as recited above, upon the terms and 
conditions set forth in the applications and subject to the provisions of this 
order will be consistent with the public interest as expressed in Section 203 
of the Federal Power Act for the reasons set forth above. 


The Commission orders: 


(A) The proposed (a) sale by Copco of a part of its transmission facilities, 
(b) acquisition and merger or consolidation thereof by Pacific, and (c) lease 
of such facilities by Pacific to BPA, all as described above, are authorized and 
approved upon the terms and conditions and for the purposes set forth in the 
applications, subject to the provisions of this order. 

(B) Copco and Pacific shall record the proposed transactions and the facili- 
ties and properties described above as provided in the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees. 
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(C) This authorization shall expire unless the transactions herein authorized 
and approved are consummated within 90 days from the date of issuance of 
this order. 

(D) The foregoing authorization and approval is without prejudice to the 
authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuations, estimates, or determinations of costs, or 
any other matter whatsoever now pending or which may come before this 
Commission, and nothing in this order shall be construed as an acquiescence 
by this Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS EASTERN TRANSMISSION CORPORATION, ET AL., DOCKET NO. 
G-11784, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued April 24, 1958) 


Texas Eastern Transmission Corporation (Texas Eastern), a Delaware cor- 
poration with principal place of business at Shreveport, Louisiana, and Magnolia 
Petroleum Company (Magnolia), a Texas corporation with principal place of 
business in Dallas, Dallas County, Texas, filed in Docket No. G—11784 on January 
24, 1957 and in Docket No. G—12657 on May 29, 1957, respectively, separate appli- 
cations for certificates of public convenience and necessity, pursuant to Section 
7 (c) of the Natural Gas Act, authorizing Texas Eastern and Magnolia to render 
service as hereinafter described, subject to the jurisdiction of the Commission, 
all as more fully represented in the applications. 

Texas Eastern proposes in Docket No. G—11784 to construct and operate 
approximately 5.3 miles of 4% inch pipe line extending from a point in the 
San Manuel Field, Hidalgo County, Texas, to Texas Eastern’s 30-inch McAllen- 
Vidor line (authorized in Docket Nos. G-—2503, G—9784, et al.), together with a 
main-line tap and appurtenant facilities. The estimated total cost of these 
facilities is $88,000 which will be financed by Texas Eastern from funds on hand. 
These facilities will be used for the purpose of enabling Texas Eastern to take 
natural gas produced by Magnolia from the San Manuel Field. This gas will 
be used by Texas Eastern to meet the present and future gas requirements of 
its customers in general. The gas supply which will become available by operation 
of the proposed facilities is reasonably adequate to justify the construction 
of the proposed facilities. 


ad * * ~ * * * 


Pursuant to due notice, a public hearing was held in Washington, D. C., on 
April 17, 1958, respecting the matters involved in and the issues presented by the 
applications. No petition to intervene in opposition or protest to the granting 
of the applications has been received. Staff Counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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The Commission finds: 
~ + *~ * *” 7” * 


(2) Texas Eastern is engaged in the transportation of natural gas in inter- 
state commerce and the sale in interstate commerce of such gas for resale, and 
therefore, is a “natural-gas company” within the meaning of the Natural Gas 
Act and subject to the provisions thereof as heretofore found by the Commission. 

(3) The facilities hereinbefore described, as more fully described in the appli- 
cation in Docket No. G-11784, which are proposed to be constructed and operated 
by Texas Eastern as an integral part of its existing natural gas system will be 
used for the transportation of natural gas in interstate commerce subject to 
the jurisdiction of the Commission, and therefore, said facilities are subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 


7 * * * * * * 


(5) Texas Eastern and Magnolia are each able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions of 
the Natural Gas Act, and the requirements, rules and regulations of the Com- 
mission thereunder. 

(6) The construction and operation by Texas Eastern of the facilities referred 
to in paragraph (3) hereof and the sale of natural gas by Magnolia, referred to 
in paragraph (4) hereof, together with the construction and operation by Mag- 
nolia of any facilities subject to the jurisdiction of the Commission necessary 
therefor, are or will be respectively required by the present or future public 
convenience and necessity, and therefore, Texas Eastern’s and Magnolia’s 
separate requests for a certificate of public convenience and neeessity should be 
granted and Texas Eastern and Magnolia each authorized to perform the afore- 
said acts, operations, sale and service as proposed and as hereinafter ordered 
and conditioned. 

(7) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Aet should attach 
to the certificate issued to Texas Eastern and to the exercise of the rights granted 
thereunder and that the time within which construction of the facilities authorized 
shall be completed and in operation should be six months from the date of issuance 
of this order. 

(8) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and the same hereby 
are issued to Texas Eastern and Magnolia respectively, authorizing the construc- 
tion and operation by Texas Eastern of the facilities referred to in Findings 
(3) and (6) hereof and the sale of natural gas by Magnolia, referred to in 
Findings (4) and (6) hereof, together with the construction and operation 
by Magnolia of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor. 

* * * . * > *. 


(C) There shall attach to the issuance of the certificate granted to Texas 
Bastern in paragraph (A) hereof, and to the exercise of the rights granted 
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thereunder, the general conditions applicable to certificates as set forth in sub- 
sections (a), (b), (c) (3), (c) (4) and (e) of Section 157.20 of the Commis- 
sion’s Regulations under the Natural Gas Act. 

(D) The construction of the facilities by Texas Eastern as authorized in 
paragraph (A) hereof, shall be completed within 6 months from the date of 
issuance of this order. 


* * * = 


Commissioner Connole not participating. 
+ * . x 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CITY OF SITKA, ALASKA, PROJECT NO, 2230 
ORDER ISSUING LICENSE (MAJOR) 


(Issued April 24, 1958) 


Application was filed January 2, 1958 by City of Sitka, Alaska (Applicant), 
for a license under Section 4 (e) of the Federal Power Act (hereinafter referred 
to as the Act) for proposed major Project No. 2230, to be located on Blue Lake 
and Medvetcha River on Baranof Island, First Judicial Division, Territory of 
Alaska, and affecting lands of the United States within the Tongass National 
Forest. 

The above-mentioned application for license was preceded by the filing by 


Applicant on April 5, 1957 of an application for preliminary permit for the same 
project. However, prior to Commission action thereon, the subject application 
for license was filed. Consequently, the application for permit should be dis- 
missed as hereinafter provided. 

The Department of the Army, in reporting on the application for license, states 
that Applicant’s proposed project would not affect the interests of navigation or 
flood control, and, consequently, there is no objection to granting the application. 

The Under Secretary of Agriculture, in reporting on the application for li- 
cense, states that according to the regional forester for Alaska the proposed 
project will not interfere or be inconsistent with the purposes for which the 
Tongass National Forest was created, and the Under Secretary offers no ob- 
jection to issuance of a license for the project as hereinafter provided. 

The Assistant Secretary of the Interior, in reporting on the application for 
license, recommends inclusion in the license of certain conditions in the interests 
of fishery and archeological resources as hereinafter provided. 

The Director, Alaska Department of Fish and Game, in reporting on the ap- 
plication for license, suggests the inclusion in the license of provisions similar 
to those recommended by the Assistant Secretary of the Interior. 


The Commission finds: 


(1) The project will occupy lands of the United States. 

(2) The proposed project will consist of : 

(a) All lands constituting the project area and enclosed by the project bound- 
ary or the limits of which are otherwise defined, and/or interests in such lands 
necessary or appropriate for the purpose of the project, whether such lands or 
interests therein are owned or held by the applicant or by the United States; 
such project area and project boundary being more generally shown and de- 
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scribed by certain exhibits which formed part of the application for license and 
which are designated and described as follows: 

Exhibit J: (F PC No. 2230-3 and -4) 

(b) The project would consist of a single arch concrete dam with overflow 
spillway located approximately 400 feet below the outlet of Blue Lake on Med- 
vetcha River, which would raise the water surface of Blue Lake from its normal 
elevation to 365 feet m. s. 1, increase the surface area from 490 acres to 1,295 
acres and create a reservoir with a maximum storage of 176,500 acre feet; a 
fixed wheel intake gate; a conduit consisting of concrete lined tunnel and un- 
lined tunnel approximately 1,478 feet long; a penstock 240 feet long of 8 feet 
diameter steel pipe with provisions for a water main outlet to the Alaska Lum- 
ber & Pulp Company, Inc.; a concrete powerhouse containing an initial installa- 
tion of two 5,250 horsepower Francis type turbines connected to two 3,000 kw 
generators with provision for future installation of a third unit; a substation; 
a transmission line to-Sitka; and other appurtenant facilities; the location, na- 
ture and character of which are more specifically shown and described by the 
exhibit hereinbefore cited and by certain other exhibits which also formed part 
of the application for license and which are designated and described as follows: 

Erhibit L: (FPC No. 2230-8) Powerhouse Plan. 

Exhibit L: (FPC No. 2230-9 -10) Powerhouse Elevations. 

Exhibit L: (FPC No. 2230-11) Powerhouse Sections. 

Exhibit L: (FPC No. 2230-12) Dam Sections. 

Erhivit L: (FPC No. 2230-14) Dam Foundation Grouting. 

Exhibit M: Six sheets entitled, “General Description of Equipment.” 

(c) All other structures, fixtures, equipment or facilities used or useful in 
the maintenance and operation of the project and located on the project area, 
including such portable property as may be used or useful in connection with 
the project or any part thereof, whether located on or off the project ‘area, if 
and to the extent that the inclusion of such property as a part of the project is 
approved or acquiesced in by the Commission; also, all riparian or other rights, 
the use or possession of which is necessary or appropriate in the maintenance 
and operation of the project. 

(3) The substation at the powerhouse and the proposed 4.75 mile trans- 
mission line extending from the powerhouse to a point near tidewater, thence 
along the transmission line right-of-way, presently included under the license 
for Project No. 408, to a substation connecting with the Applicant’s distribution 
system are parts of the project within the meaning of Section 3 (11) of the 
Act, and should be included under the license for the project as hereinafter 
provided. 

(4) The Applicant is a municipal corporation organized under the laws of 
the Territory of Alaska and has submitted satisfactory evidence of compliance 
with the requirements of all applicable Territorial laws insofar as necessary to 
effect the purpose of a license for the project. 

(5) No conflicting application is on file with the Commission. Public notice 
has been given as required by the Act. No protests have been received. 

(6) The project does not affect any Government dam, nor will the issuance of 
a license therefor, as hereinafter provided, affect the development of any water 
resources for public purposes which should be undertaken by the United States. 

(7) The project is best adapted to a comprehensive plan for the improvement 
and utilization of water-power development, and for other beneficial public 
uses, including recreational purposes. 
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(8) The issuance of a license for the project will not interfere or be incon- 
sistent with the purposes for which the Tongass National Forest was created or 
acquired. 

(9) The installed horsepower capacity of the project hereinafter authorized 
for the purpose of computing the capacity component of the administrative 
annual charge is 8,000 horsepower. 

(10) It is desirable to reserve for future determination the amount of annual 
charges to be paid under the license for the purpose of recompensing the United 
States for the use, occupancy, and enjoyment of its lands, as hereinafter 
provided. 

(11) The exhibits described in finding (2) above conform to the Commission’s 
rules and regulations and should be approved as part of the license for the 
project. 

(12) Exhibit K (FPC Nos. 2230-5, -6 and -7) filed as part of the application 
for license does not conform to the Commission’s rules and regulations and 
should be resubmitted as hereinafter provided. 


The Commission orders: 


(A) This license is issued to the City of Sitka, Alaska, under Section 4 (e) 
of the Federal Power Act for a period of 50 years, effective as of April 1, 1958, 
for the construction, operation and maintenance of Project No. 2230 on Blue 
Lake and Medvetcha River on Baranoff Island, First Judicial District, Territory 
of Alaska, and affecting lands of the United States within Tongass National 
Forest, subject to the terms and conditions of the Act which is incorporated 
by reference as a part of this license, and subject to such rules and regulations 
as the Commission has issued or prescribed under the provisions of the Act. 

(B) This license is also subject to the terms and conditions set forth in 
Form L-2, December 15, 1953, entitled “Terms and Conditions of License for 
Unconstructed Major Project Affecting Lands of the United States” (17 FPC 
62), except for Articles 10, 20, and 21 thereof, which terms and conditions are 
attached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles: 

Article 25. The Licensee shall commence construction of the project works 
within one year from the date of issuance of this license shall thereafter ip 
good faith and with due diligence prosecute such construction and shall complete 
the project and place it in operation on or before December 31, 1960. 

Article 26. The Licensee shall, prior to impounding water, clear (as defined 
below) all lands in the reservoir area from the natural lake level up to a con- 
tour elevation 10 feet above the designed spillway crest, except that clearing 
will not be required more than 50 feet horizontally back of the contour elevation 
of the spillway crest; shall clear and keep clear to an adequate width lands 
of the United States along open conduits, and shall dispose by methods described 
below of all temporary structures, unused timber, brush, refuse, or inflammable 
material resulting from the clearing of the lands or from the construction and 
maintenance of the project works. In addition, all trees along the margin of 
the reservoir which may die from the operation of the reservoir shall be re- 
moved. Accumulations of floating material in the reservoir shall be removed 
and disposed of annually if necessary in the judgment of the authorized repre- 
sentative of the Commission. The clearing of the lands and the disposal of 
the material shall be done with due diligence and to the satisfaction of the 
authorized representative of the Commission. 
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Clearing shall consist of falling and salvaging all merchantable timber, and 
the falling of all snags and unmerchantable trees that are more than 10 feet high, 
provided that any unmerchantable trees whose tops are at least 10 feet below 
the pool level at the time of lowest designed drawdown need not be felled. 
Alder, Cottonwood and other hardwood species will be considered as trees for 
the purposes of these specifications. Stumps will be cut as low as possible in 
accordance with accepted logging practice. No grubbing of stumps or roots 
will be acquired. Removal of what is commonly called brushed or small repro- 
duction will not be required. 

Disposal shall consist of one of the following two methods or any combination 
thereof, or other means of disposal which meet the approval of the authorized 
representative of the Commission : 

Method 1. All material within the cleared areas which in the opinion of the 
Forest Service will float after impoundment of water including construction 
debris, unused timber, cull logs, rotten wood and other refuse from the clearing 
operation shall be completely burned. 

Method 2. All floatable material resulting from clearing the area above the 
contour elevation of the spillway crest shall be disposed of by burning. All re- 
maining floatable material below the contour elevation of the spillway crest 
shall be left in place until the reservoir is filled, at which time, or not later 
than two years following completion of the dam, such floating material shall be 
skimmed from the reservoir, gathered and burned at approved locations. 

Article 27. The Licensee shall comply with such reasonable modifications of 
the project structures and operation in the interest of fish and wildlife resources 
as may be hereafter prescribed by the Commission upon the recommendation of 
the Secretary of the Interior. 

Article 28. The Licensee shall, during project development and operation, 
maintain a minimum flow of not less than 50 c. f. s. at all times in Medvetcha 
River below the site of the proposed powerhouse to sustain the existing down- 
stream fishery resources. 

Article 29. The Licensee shall bear reaSonable annual costs of stocking Blue 
Lake with rainbow trout in the event that adequate natural reproduction fails 
to occur following project development. 

Article 30. The Licensee shall notify the Department of Anthropology, Uni- 
versity of Alaska, of the proposed construction which will inundate lands sur- 
rounding Blue Lake, in order that the University may negotiate with the Licensee 
for the purpose of undertaking archeological surveys at a cost to the Licensee not 
in excess of $2,000. If archeological sites are found worthy of excavation and 
salyaged the Licensee shall finance the excavations to be undertaken by the 
University of Alaska, in an amount not to exceed $5,000. All work is to be com- 
pleted prior to flooding. 

Article 31. The Licensee shall submit in accordance with the Commission’s 
rules and regulations Exhibit L drawings showing final design of spillway and 
intake structures and Licensee shall not begin construction of these structures 
until the Commission approves the exhibit. 

Article 32. The Licensee shall at such time as the Commission may direct and 
to the extent that it is economically sound and in the public interest to do so, 
after notice and opportunity for hearing, complete the project to its ultimate 
power development. 

Article 38. The Licensee shall file for approval in accordance with the Com- 
mission’s rules and regulations, revised Exhibit K and Exhibit F within one year 
from the date of completion of the project. 
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Article $3. The Licensee shall pay to the United States the following annual 
charges: 

(1) For the purpose of reimbursing the United States for the cost of admin- 
istration of Part I of the Act, one (1) cent per horsepower on the authorized 
installed capacity (8,000 horsepower) plus two and one-half (2%) cents per 
1,000 kilowatts-hours of gross energy generated by the project during the calendar 
year for which the charge is made. 

(2) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands used for transmission line right-of-way only an 
amount to be hereafter determined. 

(3) For the purpose of recompensing the United States for the use, occupancy 
and enjoyment of its lands used for transmission line right-of-way an amount to 
be hereafter determined. 

(C) The exhibits designated and described in finding (2) above are approved 
as part of this license. 

(D) The aforementioned application for preliminary permit filed April 5, 
1957 is dismissed. 

(E) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
license. In acknowledgment of the acceptance of this license, it shall be signed 
for the licensee and returned to the Commission within 60 days from the date 
of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 


Frederick Stueck, William R. Connole and Arthur Kline. 
MECKLENBURG ELECTRIC COOPERATIVE, PROJECT NO. 2236 
ORDER ISSUING PRELIMINARY PERMIT 
(Issued April 24, 1958) 


Application was filed September 26, 1957, by Mecklenburg Electric Cooperative, 
of Chase City, Virginia, for a preliminary permit under Section 4 (f) of the Fed- 
eral Power Act (hereinafter referred to as the Act) for proposed Project No. 
2236, to be known as the Melrose Project and located on Roanoke River and 
Whipping Creek in Halifax, Campbell and Pittsylvania Counties, Virginia, and 
affecting navigable waters of the United States. 

As described in the application, the proposed project consists of : 

Melrose Dam: On the Roanoke River at river mile 263, will be an earth and 
concrete structure about 90 feet high and 1,620 feet long; a diversion conduit 
comprising an inlet canal, a tunnel about 5,200 feet long and an outlet canal to 
Whipping Creek reservoir ; and 

Whipping Creek Dam: On Whipping Creek about 1.3 miles upstream from its 
confluence with Roanoke River (river mile 258) will be an earth dam about 96 
feet high and 1,500 feet long; a 3,230-foot lined canal feeding three penstocks; 
a powerhouse on the Roanoke River about one mile downstream from Whipping 
Creek, containing three 11,500 kw generators (total 34,500 kw) ; and appurtenant 
equipment. 

The applicant proposes to use the power generated primarily to furnish the 
power requirements of its members. 

The Chief of Engineers, Department of the Army, has informed the Commis- 
sion that the proposed project would have no effect on the reach of river for 
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which improvements for navigation have been made or authorized ; that storage 
for the reduction of flood flows is not contemplated, but the design and operation 
of the proposed project should provide for the replacement of lost valley storage ; 
and that no objection is made to the granting of a preliminary permit for the 
project. 

The Secretary of the Interior has recommended inclusion in the permit of a 
provision in the interest of fish and wildlife resources as hereinafter provided 
and has informed the Commission that the National Park Service has suggested 
that the applicant communicate with the Smithsonian Institution to determine 
what means can be found to protect archeological values that are probable in the 
reservoir area. 

The Governor, the State Corporation Commission, the Commission of Game 
and Inland Fisheries, the State Water Control Board, and the Division of Water 
Resources and Power, Department of Conservation and Development—all of 
the State of Virginia—have been notified of the filing of the application. 

The preliminary permit issued herein does not authorize construction of the 
proposed project. The permit merely gives permittee, during the period of the 
permit, the right of priority of application for license while the permittee under- 
takes the necessary studies and examinations, including the preparation of maps 
and plans, in order to determine the economic feasibility of the proposed project, 
the means of securing the necessary financial arrangements for construction, the 
market for the project power, and all information necessary for inclusion in an 
application for license, should one be filed. 


The Commission finds: 

(1) The applicant is a corporation organized under the laws of the State of 
Viriginia. 

(2) The project will affect navigable waters of the United States. 

(3) Public notice of the application has been given as required by the Federal 
Power Act. No conflicting application is before the Commission. 

(4) No reason is apparent at this time for development of the project by the 
United States. 
The Commission orders: 


(A) This preliminary permit is issued to Mecklenburg Electric Cooperative 
(hereinafter referred to as the Permittee) for a period of two years, effective as 
of April 1, 1958, for the sole purpose of maintaining priority of application for 
a license for Project No. 2236, affecting navigable waters of the United States, 
subject to the terms and conditions of the Act which is hereby incorporated by 
reference as a part of this permit, and subject to such rules and regulations as 
the Commission has issued or prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in 
Form P-1, entitled “Terms and Conditions of Preliminary Permit” (16 F. P. C. 
1303), which terms and conditions (designated as Articles 1 through 8) are 
attached hereto and made a part hereof; and subject to the following special 
conditions set forth herein as additional articles : 

Article 9. The Permittee shall submit, at the close of each six-month period 
from the effective date of the preliminary permit, to the Regional Engineer, 
Federal Power Commission, Atlanta, Georgia, having supervision over the proj- 
ect, or to such other officer as the Commission may designate, accurate state- 
ments of the work accomplished during the period and of the work contem- 
plated under the permit for the ensuing period. 

Article 10. The Permittee shall, during the period of project planning, co- 
operate with the Bureau of Sport Fisheries and Wildlife of the United States 
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Fish and Wildlife Service and the Virginia Commission of Game and Inland 
Fisheries in preparing detailed plans for project construction, operation, land 
acquisition, free public access, and other recreational purposes with a view 
toward realizing optimum public benefits. 

Article 11. The Permittee shall, during the period of this permit, cooperate 
with the Smithsonian Institution, Washington 25, D. C., to determine what 
means can be found to protect archeological values that are probable in the 
reservoir area. 

Article 12. The Permittee shall, during the period of this permit, cooperate 
with the District Engineer, Corps of Engineers, at Norfolk, Virginia, regarding 
navigation and flood control requirements. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Act, and failure to file such an application shall constitute acceptance of this 
preliminary permit. In acknowledgment of the acceptance of this preliminary 
permit, it shall be signed by the Permittee and returned to the Commission 
within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William Connole and Arthur Kline. 


LONE STAR GAS COMPANY, ET AL, DOCKET NO. G-14344, ET AL. 
FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued April 25, 1958) 


Lone Star Gas Company (Lone Star), a Texas corporation with its principal 
place of business in Dallas, Texas and Quintin Little (Little), an independent 
producer, filed separate applications for certificates of public convenience and 
necessity, pursuant to Section 7 of the Natural Gas Act, authorizing the con- 
struction and operation of natural gas facilities and for the sale of natural gas, 
as hereinafter described, subject to the jurisdiction of the Commission, all as 
more fully represented in the respective applications. 

Lone Star, on January 28, 1958, filed an application in Docket No. G-14344 for 
authority to construct and operate approximately 1.69 miles of 6-inch lateral 
supply pipeline to extend from a point on Lone Star’s existing 10-inch line E 
transmission pipeline in Grayson County, Texas, northwesterly to a point of 
connection with the separator servicing the Quintin Little O. F. Kush Well No. 1 
in the Sherman Field, Grayson County, together with metering, odorizing and 
regulating facilities, in order to purchase and receive natural gas produced 
by Little from said well in the Sherman Field. The estimated total initial 
cost of Lone Star’s facilities is $39,070, which cost will be financed from its 
funds currently on hand. 

On December 26, 1957, Little filed his application in Docket No. G—14142 for 
authority to sell natural gas in interstate commerce to Lone Star from produc- 
tion from the Quintin Little O. F. Kush Well No. 1 in the Sherman Feld, 
Grayson County, Texas, pursuant to a gas sale contract dated October 31, 1957. 

The volumes of gas to be made available to Lone Star appear to be reason- 
ably adequate to warrant construction and operation of the proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on April 15, 1958, respecting the matters involved in and the issues 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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presented by the applications. No appearances other than staff counsel were 
‘entered upon the record and no evidence offered in opposition to the granting 
‘of the applications. Staff counsel moved orally at the hearing that the inter- 
mediate decision be omitted and the Commission render a decision herein pursuant 
to Section 1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Lone Star, a Texas corporation with its principal place of business at 
Dallas, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

. = on * * * * 


(3) The facilities hereinbefore described are proposed to be used by Lone 
Star in the transportation and sale of natural gas in interstate commerce, sub- 
ject to the jurisdiction of the Commission, as an integral part of its pipeline 
system, and the construction and operation thereof by Lone Star are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 


* * ~ * + - 


(5) The construction and operation of the facilities proposed by Lone Star, 
and the sale of natural gas by Little, together with the construction and opera- 
tion of any facilities subject to the jurisdiction of the Commission necessary 
therefor, are required by the public convenience and necessity, and certificates 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (a), (b), (c) (3), (ec) (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
Lone Star, and to the exercise of the rights granted thereunder, and that the time 
within which construction of facilities authorized by this order should be com- 
pleted and said facilities placed in actual operation should be fixed at 6 months 
from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the acts 
and to perform the service proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Lone Star to construct and operate the facilities hereinbefore 
described, all as more fully described in the application in this proceeding, for the 
transportation of natural gas in interstate commerce as herein set forth, upon the 
terms and conditions of this order. 


* * * * * * x 


(C) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (c) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 
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(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 


* * * * * 2 7 


(G) The certificates issued herein are not transferable and shall be effective 
only so long as the respective parties continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission. 


* * * * * 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PUGET SOUND POWER & LIGHT COMPANY, DOCKET NO. E-6805 
SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued April 28, 1958) 


By order issued April 10, 1958, 19 F. P. C. 506,-in the above-entitled matter, 
the Commission authorized Puget Sound Power & Light Company (Applicant) to 
issue and sell through competitive bidding $30,000,000, principal amount of 
First Mortgage Bonds, Series due 1988, subject, among others, to the provisions 
set forth in paragraph (B) of that order as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding shall not 
be consummated until : 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements, and 
Section 34.2 (k) (4) of these Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegram as contemplated by Section 34.9 of the 
Regulations ; 

(ii) The Commission shall have approved the price to be received by Applicant 
for the Bonds and the interest rate thereof, by a further order. 

Applicant, on April 28, 1958, filed an amendment, pursuant to the require- 
ments of the aforementioned Commission order, in which it states that it pro- 
poses to accept, as representing the lowest annual cost of money to it, the bid of 
Merrill Lynch, Pierce, Fenner & Smith to purchase the proposed issuance of 
3onds at the price of 100.6699% of principal amount, with an interest rate of 
414% per annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of paragraph 
(B) of the Commission’s order issued April 10, 1958, in the above docket, and 
under the bid it proposes to accept for the Bonds, the price to be received by 
Applicant therefor and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility, and which 
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will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are approved as reasonable. 
(B) The proposed issuance and sale of Bonds referred to above, upon the terms 
and conditions and for the purposes specified in the application, as supplemented 
by the amendment referred to above, are authorized subject only to the pro- 


visions of paragraphs (C), (D) and (BH) of the Commission’s order issued April 
10, 1958, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and Arthur Kline. 


SIERRA PACIFIC POWER COMPANY, DOCKET NO. B-6804 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued April 29, 1958) 


By order issued April 18, 1958, 19 F. P. C. 562, in the bove-entitled matter, 
the Commission authorized Sierra Pacific Power Company (Applicant), among 
other things,* to issue and sell at competitive bidding $3,000,000, principal 
amount of First Mortgage Bonds, Series due 1988, subject to the provisions, 
among others, as set forth in Paragraph (B) of that order as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements, and 
Section 34.2 (k) (4) of those Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegraph, as contemplated in Section 34.9 of the 
Regulations. 

(ii) The Commission shall have approved the interest rate thereon and the 
price to be received by Applicant for such Bonds by a further order. 

Applicant, on April 29, 1958, filed an amendment, pursuant to the requirements 
of the aforementioned Commission order, setting forth, among other things, 
that it proposes to accept, as providing the lowest annual cost of money to it, 
the bid of Stone & Webster Securities Corporation to purchase the proposed is- 
suance of $3,000,000, principal amount of Bonds, for the price of 101.629% 
of principal amount, with an interest rate of 444% per annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of Para- 
graph (B) of the Commission’s order issued April 18, 1958, in the above-entitled 
matter, and, under the bid it proposes to accept for the Bonds, the price to be 
received by Applicant therefor and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and compatible 


*That order also authorized Applicant to issue and sell 57,362 shares of Common Stock, 
par value $7.50 per share, on a pro rata basis to its Common Stockholders. Such issuance 
and sale is exempt from the Commission’s competitive bidding requirements. 
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with the public interest, which is appropriate for and consistent with the proper 
performance of service by Applicant as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

The Commission orders: 


(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions, and for the purposes specified in the application, as sup- 
plemented by the amendment referred to above, are authorized subject only to 
the provisions of Paragraph (A), relating to the issuance of Bonds and to the 
provisions of Paragraphs (C), (B) and (F) of the Commission’s order issued 
April 18, 1958, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CENTRAL MAINE POWER COMPANY, PROJECT NO. 2142 
ORDER APPROVING REVISED EXHIBIT 
(Issued April 30, 1958) 


An application was filed March 10, 1958, by Central Maine Power Company, 
licensee for major Project No. 2142, for amendment of the license for the project 
to provide for Commission approval and inclusion in the license of a certain 
exhibit showing the project boundary, necessitated by the inclusion of additional 
lands in the project reservoir area and the exclusion of certain lands acquired 
for transmission-line right-of-way which are not required for project purposes. 


The Commission finds: 


The following above-referred-to exhibit conforms to the Commission’s rules 
and regulations and should be approved as part of the license for the project, 
it being unnecessary for Exhibit F filed by the licensee to be approved as part 
of the license, and the superseded exhibit, now part of the license for the project, 
should be eliminated from the license for the project : 

Echibit K: (Revised) Sheets 1 through 5 (FPC Nos. 2142-20 to -24, inclusive) 
Map of project lands and project boundary, superseding Sheets 1 through 5 
(FPC Nos. 2142-3 to -7, inclusive) ; and 

Sheets 6 through 8 (FPC Nos. 2142-25, -26, and -27) Map of transmission 
line and access right-of-way, superseding Sheets 6 through 8 (FPC Nos. 2142-8, 
~9, and -10). 

The Commission orders: 


(A) The above-described exhibit is approved as part of the license for the 
project and the superseded exhibit, now part of the license for the project, is 
eliminated from the license for the project. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute ac- 
ceptance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-6811 


ORDER AUTHORIZING THE ISSUANCE OF COMMON 
STOCK AND FIRST MORTGAGE BONDS 


(Issued May 1, 1958) 


Gulf States Utilities Company (Applicant), incorporated under the laws of 
the State of Texas and qualified to do business as a foreign corporation in the 
State of Louisiana, with its principal place of business in Beaumont, Texas, filed 
an application on March 27, 1958, as amended April 16, 1958, for an order, 
pursuant to Section 204 of the Federal Power Act, authorizing the issuance and 
sale at competitive bidding of 240,000 shares of Common Stock, without par 
value, and of $20,000,000, principal amount of First Mortgage Bonds, Series 
due 1988. 

Applicant proposes to issue the Bonds under its Indenture of Mortgage, dated 
September 1, 1926, as heretofore supplemented, and as to be further supple- 
mented by a proposed Sixteenth Supplemental Indenture to be dated May 1, 1958. 

Applicant proposes, on or about May 6, 1958, to invite sealed bids for the 
purchase of each of the proposed issuances, Common Stock or Bonds, by news- 
paper publication and by distribution of a separate Form of Bid and separate 
forms of purchase contracts, together with individual Public Invitations contain- 
ing separate statements of terms and conditions relating to bids for each 
issuance. 

All bids, whether from a single bidder or group of bidders, must be in writing 
on the Form of Bid provided by Applicant, and must be for the purchase of 
all the Common Stock, or all the Bonds, as the case may be. Each Common 
Stock bid must specify (1) the price per share to be paid Applicant for the 
Common Stock, and (2) that a public offering of all shares of the proposed 
issuance of Common Stock to be purchased will be made as soon as practicable 
in conformity with the terms of the Common Stock Purchase Contract. 

Each Bond bid must specify, among other things, (1) the interest rate to be 
borne by the Bonds, which rate shall be a multiple of %th of 1%; (2) the price 
exclusive of accrued interest to be paid Applicant for the Bonds, which price 
shall be not less than 100% nor more than 102%% of the principal amount 
thereof; (3) that the initial public offering price of the proposed Bonds will not 
exceed the amount of the bid for the Bonds plus 142% of the principal amount 
thereof, or that no public offering for resale is intended; and (4) that Applicant 
shall be paid the amount of the accrued interest on the Bonds from May 1, 1958, 
to the date of payment therefor and delivery thereof. 

Unless postponed, all bids for the purchase of the proposed issuance of Bonds, 
whether from a single bidder or a group of bidders, must be presented before 
11:15 A. M., New York Time, on May 19, 1958, to Applicant, c/o The Hanover 
Bank, Corporate Trust Department, Room A, 70 Broadway, New York 15, New 
York, and those for the purchase of the Common Stock must be presented before 
12:00 Noon, New York Time, on the same day at the same address. Unless 
Applicant shall reject all bids for the proposed issuances of Common Stock or 
Bonds (which it reserves the privilege to do) or shall exclude a bid or bids for 
reasons specified in the respective Public Invitations for bids, it will accept the 
bid for the purchase of the Common Stock which offers the highest price per 
share therefor and will accept the bid for the purchase of the Bonds which 
results in the lowest annual cost of money to it. Each bid for the purchase of 
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the Common Stock must be accompanied by an official bank, certified or bank 
cashier’s check or checks in the aggregate amount of $475,000; each Bond bid 
must be accompanied by such check or checks in the aggregate amount of 
$1,000,000. 

Applicant will apply the proceeds to be obtained from the proposed issuances 
of Common Stock and Bonds, estimated to aggregate approximately $30,000,000, 
to (1) discharge approximately $16,000,000, principal amount of Promissory 
Notes, expected to be outstanding as of the date of issuance of the proposed 
securities ;* and (2) carry forward its present construction program, which is 
estimated to require about $52,000,000 for the year 1958 and approximately 
$146,000,000 for the three-year period 1958 to 1960. Applicant plans to add 
1,097,000 kw of generating capacity by 1963. Included among the new steam- 
electric generating facilities are one 111,000 kw unit at the Neches Station, 
Beaumont, Texas, scheduled for service in June, 1958; two 111,000 kw units 
at the Roy S. Nelson Station near Lake Charles, Louisiana, scheduled for service 
in August, 1958, and April, 1959, respectively ; and, in addition, two 162,000 kw 
units and two 220,000 kw units expected to be in service by 1963. 

Written notice of the application has been given to the Public Service Com- 
mission of Louisiana and the Texas Railroad Commission, and to the Governor 
of each of those States. Notice has also been given by publication in the Federal 
Register on April 12, 1958 (23 F. R. 2414), stating that any person desiring to 
be heard or to make any protest with reference to the application should file a 
petition or protest on or before April 28, 1958, with the Federal Power Com- 
mission, Washington 25, D. C. No protest or petition or request to be heard iz 
opposition to the granting of the application has been received. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Commission, 
as heretofore described and set forth in the Commission’s order issued November 
27, 1957, In the Matter of Gulf States Utilities Company, Docket No. E—6785. 

(2) The proposed issuances and sales of Common Stock and Bonds, all as 
described above, will constitute issuances of securities within the purview of 
Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issues here involved are regulated by a State commission 
within the meaning of Section 204 (f) of the Act; and neither of the proposed 
issuances of securities, therefore, is exempt by virtue of that Section from the 
requirements of Section 204 of the Act. 

(4) The proposed issuances and sales of Common Stock and Bonds, as here- 
inafter authorized, will be for a lawful object, within the corporate purposes 
of Applicant and compatible with the public interest, which is appropriate for 
and consistent with the proper performance by Applicant of service as a public 
utility and which will not impair its ability to perform that service, and is 
reasonably appropriate for such purposes. 


The Commission orders: 


(A) The proposed issuance and sale of Common Stock and the proposed 
issuance and sale of Bonds, all as described above, upon the terms and condi- 


*By order issued November 27, 1957, In the Matter of Gulf States Utilities Company, 
Docket No. E-6785, the Commission authorized Applicant to issue Promissory Notes in the 
aggregate principal amount of not to exceed $18,000,000 outstanding at any one time, 
conditioned to mature not later than December 1, 1958. 
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tions and for the purposes specified in the application, as amended, are author- 
ized subject to the provisions of this order. 

(B) The proposed issuances and sales of Common Stock and Bonds at com- 
petitive bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the 
Federal Power Act relating to compliance with competitive bidding require- 
ments and Section 34.2 (k) (4) of the Regulations relating to affiliation, and 
shall have either filed such amendments or shall have mailed them and advised 
the Commission by telephone and telegram as contemplated by Section 34.9 of 
the Regulations ; 

(ii) The Commission, by a further order, shall have approved (1) the price 
per share to be received by Applicant for the proposed issuance of Common 
Stock, and (2) the price to be received by Applicant for the proposed issuance 
of Bonds and the interest rate thereof. 

(C) This authorization shall expire unless the transactions hereby authorized 
are consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost or any other matter which may 
come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


















INTERSTATE POWER COMPANY, DOCKET NO. E-6812 
ORDER AUTHORIZING THE ISSUANCE OF PROMISSORY NOTES 


(Issued May 1, 1958) 





Interstate Power Company (Applicant), incorporated under the laws of the 
State of Delaware and qualified to do business as a foreign corporation in the 
States of Illinois, Iowa, Minnesota, and South Dakota, with its principal place 
of business in Dubuque, Iowa, by application filed April 1, 1958, as supplemented 
April 23, 1958, requested an order, pursuant to Section 204 of the Federal Power 
Act, authorizing the issuance of unsecured Promissory Notes in the aggregate 
principal amount of not to exceed $6,000,000 outstanding at any one time. 
Applicant proposes to issue $900,000, principal amount, of the proposed Notes, 
to evidence bank loans to be secured under a credit agreement, dated March 19, 
1958, with the following commercial banks located in Iowa and Minnesota: 











Name of lending bank Principal amount 


to be loaned 





The First National Bank of Albert Lea, Albert Lea, Minnesota...................-.. 

Freeborn National Bank of Albert Lea, Albert Lea, Minnesota. -.--..............----- 30, 000 
The City National Bank of Clinton, Clinton, Iowa..........-.-.-.......---.--.----.- 100, 000 
Clinton National Bank, Clinton, Iowa.__-_.....--- aoe 25, 000 





American Trust and Savings Bank, Dubuque, Iowa. 275, 000 
The First National Bank, Dubuque, Iowa--....-..-- ond 120, 000 
Dubuque Bank & Trust Company, Dubuque, Iowa-.-.-............-.-.-.----..--...-- 100, 000 
The First National Bank of Mason City, Mason City, Iowa....-..............-..--- 100, 000 
United Home Bank & Trust Company, ‘Mason City, SOE cick eeiasxasch icbsineel be 000 
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Each of the proposed Notes evidencing loans from the above-named Minnesota 
and Iowa banks will be dated as of June 10, 1958, will mature May 31, 1959, 
and will bear interest at the prime commercial rate of The Chase Manhattan 
Bank, New York, New York, for unsecured borrowing prevailing three business 
days prior to the date of issuance. 

Applicant proposes to issue the remaining $5,100,000, principal amount of 
Promissory Notes, to evidence loans to be obtained from The Chase Manhattan 
Bank and Manufacturers Trust Company, both of New York, New York, under 
a credit agreement, dated March 17, 1958. Pursuant to that agreement, each 
of the aforementioned banks will furnish Applicant with a maximum credit of 
$2,550,000 at any time up to and including December 31, 1958. Each Note will 
be dated as of its date of delivery, and will mature 360 days from the date of 
the first borrowing under Applicant’s aforementioned agreement with the two 
New York banks, or May 31, 1959, whichever date shall be earlier. Each Note 
will bear interest at the prime commercial rate of The Chase Manhattan Bank 
for unsecured borrowing prevailing three business days prior to the date of each 
borrowing. Under the above-described credit agreement with The Chase Man- 
hattan Bank and Manufacturers Trust Company, Applicant will pay a commit- 
ment fee equal to %th of 1% per annum on the daily average of the unused 
credit provided by that agreement. 

The application states that no underwriter’s or finder’s fee will be paid in 
connection with the proposed issuance of Notes, and that none of the proposed 
Notes will be resold to the general public. 

Applicant proposes to undertake permanent financing during 1959 to repay 
all the proposed Notes then to be outstanding, the exact amount and type of 
permanent securities to be selected in such a manner that Applicant’s present 
ratio of long-term debt to equity securities will be maintained or slightly 
reduced. 

Applicant will use the proceeds arising from the issuance of the proposed 
Notes to finance, in part, its current construction program, which is expected 
to approximate $10,578,620 for the year 1958. Among the major items contained 
in that amount are $3,111,980 for 161 kv transmission lines, which include the 
approximately 40-mile 161 kv line interconnecting the recently acquired Mason 
City, Iowa, system with Applicant’s main electric system; $2,928,400 for power 
plant additions, including initial expenditures for installing a new 33,000 kw 
steam-electric generating unit and associated equipment at the Dubuque, Iowa, 
generating station; and $3,588,920 for additions to Applicant’s distribution 
system. 

Written notice of the application has been given to the Illinois Commerce 
Commission, the Iowa State Commerce Commission, the Minnesota Railroad & 
Warehouse Commission, and the South Dakota Public Utilities Commission, and 
to the Governor of each of those States. Notice of the application was also pub- 
lished in the Federal Register on April 15, 1958 (23 F. R. 2433), stating that 
any person desiring to be heard or to make any protest with reference to the 
application, should file a petition or protest with the Federal Power Commission, 
Washington 25, D. C., on or before April 28, 1958. No protest or petition or 
request to be heard in opposition to the granting of the application has been 
received. 


The Commission finds: 


(1) Applicant, a corporation, owns and operates facilities, among others, for 
the transmission and sale at wholesale of (a) electric energy which is generated 
in the State of Minnesota and consumed in the States of Iowa and South 
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Dakota, and (b) electric energy which is generated in the State of Iowa and 
consumed in the States of Illinois, Minnesota, and Wisconsin, all of which 
facilities are in addition to and do not include facilities used for the generation 
of electric energy, facilities used in local distribution or only for the trans- 
mission of electric energy in intrastate commerce, or facilities for the trans- 
mission of electric energy consumed wholly by the transmitter. Applicant is, 
therefore, a public utility within the meaning of that term as used in Section 
201 of the Federal Power Act. 

(2) The proposed issuance of Promissory Notes, as described above, will 
constitute an issuance of securities within the purview of Section 204 of the 
Federal Power Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the meaning 
of Section 204 (f) of the Act; and the proposed issuance of Promissory Notes 
described above is, therefore, not exempt by virtue of that Section from the 
requirements of Section 204 of the Act. 

(4) The proposed issuance of Promissory Notes, as described above, will be 
in excess of 5% of the par value of the other securities of the Applicant; and it 
is, therefore, not exempt by virtue of Section 204 (e) of the Act from the require- 
ments of Section 204 (a) thereof. 

(5) The proposed issuance of Promissory Notes, as described above, is 
exempt from the competitive bidding requirements of Section 34.1a of the Com- 
mission’s Regulations under tbe Federal Power Act by reason of Paragraph 
34.1a (a) (2) thereof. 

(6) The proposed issuance of Promissory Notes, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance by Applicant of service as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 

(7) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) The proposed issuance of Promissory Notes by Applicant in an aggregate 
principal amount of not to exceed $6,000,000 at any one time outstanding, upon 
the terms and conditions and for the purposes set forth in the application, as 
supplemented, is authorized subject to the provisions of this order. 

(B) This authorization is expressly conditioned upon the final maturity of all 
Promissory Notes to be issued pursuant hereto being not later than May 31, 1959. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever now pending or which may come before this Commission or any 
other regulatory body. 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to which 
this order relates. 


SOUTHERN UNION GAS COMPANY, G-—12181; SOUTHERN UNION 
GATHERING COMPANY, G—13101; SOUTHERN UNION GAS COMPANY, 
G—13102; AZTEC OIL & GAS COMPANY, OPERATOR, G—13103; PUBCO 
PETROLEUM CORPORATION, G—13104; GAS PRODUCERS CORPORATION, 
G-13105; BEAVER LODGE OIL CORPORATION, G-—13106; SOUTHERN 
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UNION GATHERING COMPANY, G—13879; AZTEC OIL & GAS COMPANY, 
OPERATOR, G—13880; PUBCO PETROLEUM CORPORATION, G—13881; GAS 
PRODUCERS CORPORATION, G—13882; GREENBRIER OIL COMPANY, 
G-13883 ; ANDERSON-PRICHARD OIL CORPORATION, OPERATOR, G—13884 


ORDER ADOPTING DECISION OF PRESIDING EXAMINER 
(Issued May 2, 1958*) 
Syllabus 


Commission under Section 7 of the Natural Gas Act issues certificates of public 
convenience and necessity to applicants authorizing the sale of natural gas 


in interstate commerce and also authorizing Southern Union to abandon 
part of itsline. P. 603. 


A. 8. Grenier and Charles E. McGee for Southern Union Gas Co. and Southern 
Union Gathering Co. 

Paul B. Walter and ZH. B. Blackmon for staff counsel of the Federal Power 
Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


The presiding examiner’s decision issuing certificates and permitting abandon- 
ment of facilities under Section 7 of the Natural Gas Act was issued April 2, 
1958. No exceptions were filed thereto. 


The Commission finds: 


Upon consideration of the entire record in this matter the decision of the 
presiding examiner herein issued should be adopted. 


The Commission orders: 


The decision of the presiding examiner issued herein on April 2, 1958, is 
hereby adopted and such decision shall become effective as the decision of the 
Commission as of the date of issuance of this order. 


DECISION 


UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY AND 
AN APPLICATION FOR PERMISSION TO ABANDON FACILITIES UNDER SECTION 7 OF THE 
NATURAL GAS ACT 


(Issued April 2, 1955) 


Woopatt, Presiding Hraminer: Upon the conclusion of hearing evidence 
herein the undersigned announced from the bench that he would enter an initial 
decision granting the applications, and suggested that counsel for parties pre- 
vailing might present to the undersigned the text of a proper decision and order 
to be entered herein on or before March 26, 1958, making service upon Staff 
counsel, who were allowed time to answer to April 2, 1958, with final reply by 
Applicants, if any were desired, to be made on or before April 9, 1958. Appli- 
cants have presented and have served a proposed decision and order, and Staff 
counsel on March 27, 1958, informed the undersigned that “Staff counsel has no 
objection to the proposed Findings and Order submitted by counsel for Southern 
Union Gas Company in the above-entitled proceeding, and will file no Exceptions 
thereto.” The proposed decision and order is entered as follows: 


* Initial decision appears on p. 595. 
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These consolidated proceedings involve (1) an application by Southern Union 
Gas Company (Southern Union) under Section 7 (b) of the Natural Gas Act for 
permission to abandon certain natural gas facilities and service, as hereinafter 
described, subject to the jurisdiction of the Commission, (2) two applications 
by Southern Union Gathering Company (Gathering Company) under Section 
7 (c) of the Act for certificates of public convenience and necessity authorizing 
the making of certain deliveries and sales of natural gas to El Paso Natural 
Gas Company (El Paso) for transportation and resale in interstate commerce, 
and (3) applications by Southern Union, Aztec Oil & Gas Company, Pubco 
Petroleum Corporation, Gas Producers Corporation, Beaver Lodge Oil Corpora- 
tion, Greenbrier Oil Company and Anderson-Prichard Oil Corporation under 
Section 7 (c) of the Act for certificates of public convenience and necessity 
authorizing the sale and delivery to Gathering Company at the wellhead of the 


volumes of gas proposed to be resold by Gathering Company to El Paso, as 
mentioned above. 


The Abandonment Proposal 


Southern Union filed an application in Docket No. G—12181 on March 11, 1957, 
which was supplemented on August 12, 1957, September 25, 1957, and March 3, 
1958. In such application Southern Union has requested authority to abandon 
and remove approximately 11.4 miles of 6-inch pipeline located partly in New 
Mexico and partly in Colorado. 

In 1949, Southern Union, pursuant to the certificate of public convenience and 
necessity granted to it by the Commission in Docket No. G—1178, acquired by 
purchase from Durango Natural Gas Company the natural gas distribution 
system serving Durango, Colorado, and vicinity, together with certain gathering 
facilities and gas purchase rights in the Ute Dome gas field, San Juan County, 
New Mexico. Also included in such purchase was the 6-inch pipeline, slightly 
over 30 miles in length, extending northeastward from the Ute Dome field to 
the Durango market area. At a point close to its southwestern terminus the line 
just mentioned crosses and has been interconnected with one of the two larger 
diameter pipelines of Southern Union leading from the Barker Dome gas field 
to Albuquerque, Santa Fe and other communities and areas served with gas by 
Southern Union in central and northwestern New Mexico. By means of such 
interconnection Southern Union has been able to supplement its substantially 
depleted Ute Dome gas reserves with gas from the Dakota and Pennsylvanian 
horizons in the Barker Dome field whenever necessary to meet its market 
requirements. The portion of the Ute Dome-Durango line proposed to be 
abandoned in these proceedings begins at the junction of such line with the 
Barker Dome-Albuquerque line referred to above, and extends thence out of 
San Juan County, New Mexico, into La Plata County, Colorado. 

Shortly prior to the filing of its application in Docket No. G—12181, Southern 
Union and its wholly-owned subsidiary, Gathering Company, completed con- 
struction of a gathering system in the Colorado portion of the Blanco-Mesaverde 
gas field, the main body of which field lies in New Mexico. Concurrently with 
construction of such gathering system, Southern Union also installed an 8-inch 
transmission line approximately 6.9 miles in length extending from the gather- 
ing system’s outlet to a point of connections with the Ute Dome-Durango line 
immediately northeast of the segment thereof proposed to be abandoned. Thus, 
Southern Union’s proposal involves no abandonment or discontinuance of gas 
service to the Durango area; instead it proposes merely a substitution of the 
Colorado Blanco-Mesaverde field for the Ute Dome and Barker Dome fields as 
the source of gas supply for the city. 
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The only persons who will be deprived of gas service by reason of abandon- 
ment and removal of the 11.4 miles of line involved in this proceeding will be 
four rural customers of Southern Union being served with gas at points of 
delivery, two in New Mexico and two in Colorado, close to the mid-point of the 
section of line to be abandoned. These rural customers have written letters to 
the Commission protesting the proposed abandonment, but none has filed a 


petition for leave to intervene or appeared at the hearing had upon the con- 
solidated applications. 


Gathering Company’s Proposals 


Gathering Company filed an application in Docket No. G—13101 on August 21, 
1957, in which it seeks a certificate of public convenience and necessity author- 
izing the sale and delivery to El Paso for resale in interstate commerce of 
natural gas purchased by Gathering Company at the wellhead from 34 wells in 
the Blanco-Mesaverde and Aztec-Pictured Cliffs gas fields, San Juan County, 
New Mexico. Simultaneously with this filing, applications for certificates of 
public convenience and necessity also were filed with the Commission by the 
respective operators of the wells involved seeking authority to sell and deliver 
to Gathering Company the volumes of gas to be resold by Gathering Company to 
El Paso. These applicants and the numbers of wells covered by their respective 
applications are as follows: 


Name of applicant Docket | Number of 
No. wells 


Southern Union Gas Company G-13102 
Aztec Oil & Gas Company.-..--- : G-13103 
Pubco Petroleum Corporation... a G-13104 
Gas Producers Corporation G-13105 
Beaver Lodge Oil Corporation G-13106 


On December 9, 1957, in Docket No. G—13879, Gathering Company filed another 
generally similar application for authority to sell and deliver to El Paso for 
resale in interstate commerce natural gas purchased by Gathering Company 
from an additional 54 wells in the Blanco-Mesaverde field. Again, related appli- 
eations for certificates of public convenience and necessity were filed by the 
respective operators of the wells concerned, each seeking authority to sell at 
the wellhead to Gathering Company the gas to be resold by Gathering Company 


to El Paso. These operators and the respective numbers of their wells are as 
follows: 


Name of applicant Docket | Number of 
wells 


Aztec Oil & Gas Company 

Pubco Petroleum Corporation 

Gas Producers Corporation. 
Greenbrier Oil Company 
Anderson-Prichard Oil Corporation 


The gathering facilities involved in Docket Nos. G—13101 and G—13879 are 
interconnected, so that delivery of gas to El Paso from both groups of wells is 
to be made at the same point. 

Pursuant to the emergency procedures contemplated by Section 157.28 of 
the Commission’s Regulations Under the Natural Gas Act, deliveries by Gather- 
ing Company to El Paso of gas from the area involved in Docket No. G—13101 

554728—61—_—-40 
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were begun on October 29, 1957, and deliveries from the area involved in Docket 
No. G—13879 were begun on February 28, 1958. 

Pursuant to due notice, a public hearing was convened in Washington, D. C., 
on March 10, 1958, respecting the matters involved in and the issues presented 
by the various applications consolidated in this proceeding. Testimony and 
exhibits were received in evidence. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record herein, it is found and concluded: 

(1) Southern Union Gas Company, a Delaware corporation with its principal 
place of business at Dallas, Texas, is a “natural-gas company” within the mean- 
ing of the Natural Gas Act, as heretofore found by the Commission in its order 
of April 20, 1949, in Docket No. G—1178. 

(2) The facilities proposed to be abandoned and removed by Southern Union 
in Docket No. G—12181 constitute a portion of the 6-inch transmission line by 
means of which Southern Union has heretofore delivered gas from the Ute 
Dome and Barker Dome fields in San Juan County, New Mexico, to Durango, 
Colorado, and vicinity, and are subject to the requirements of Section 7 (b) of 
the Natural Gas Act. A description of the facilities sought to be abandoned 
herein is as follows: 

Approximately 11.4 miles of 6-inch gas pipeline, beginning at a point in the 
NW % of the SE% of Section 31, Township 32 North, Range 13 West, N. M. P. M., 
San Juan County, New Mexico, and extending in a generally northeasterly direc- 
tion to a point in the NE% of the NE% of Section 34, Township 33 North, Range 
12 West, N. M. P. M., La Plata County, Colorado, together with all valves, 
fittings, meters and other appurtenant equipment. 

(3) Upon abandonment and removal of the facilities described in Finding (2) 
above, Southern Union proposes to meet the requirements of its customers in 
the Durango area with gas produced from the Colorado portion of the Blanco- 
Mesaverde gas field. This is proposed to be done by means of a gathering 
system owned by Southern Union and its wholly-owned subsidiary, Gathering 
Company, to which there are now connected 17 wells, and an 8-inch transmission 
line approximately 6.9 miles in length extending from the outlet of such gather- 
ing system to a point of interconnection with the Ute Dome-Durango line 
immediately northeast of the segment thereof proposed to be abandoned. The 
facilities just mentioned were placed in service by Southern Union and Gather- 
ing Company early in 1957. Since that time the major portion of Durango’s gas 
requirements has been supplied by Southern Union from this newly connected 
Colorado source, although volumes of New Mexico gas from the Ute Dome and 
Barker Dome fields have also continued to be utilized. 

(4) Both the entire new gathering system described in Finding (3) and all 
of the pipeline facilities used and to be used in delivering gas therefrom to 
Durango lie wholly within the State of Colorado. No gas is presently proposed 
to’be delivered out of the new gathering system for consumption outside of the 
State of Colorado. Accordingly, upon abandonment and removal of the facilities 
involved in this proceeding, Durango and vicinity will have an exclusively intra- 
state gas supply, and all gas delivered through the new Colorado gathering sys- 
tem will be produced, gathered, transported, distributed and consumed solely 
in intrastate commerce. 

(5) Southern Union’s estimated annual requirements of gas for the Durango 
area, including both firm and interruptible service as well as unaccounted 
losses, will be 2,038,000 Mcf in 1958, 2,081,000 Mcf in 1959, and 2,127,000 Mcf in 
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1960, of which 1,295,000 Mcf in each instance is interruptible load.* Southern 
Union’s corresponding estimated peak-day requirements will be 7,120 Mcf for 
the winter of 1958-1959, 7,415 Mcf for the winter of 1959-1960, and 7,730 Mcf for 
the winter of 1960-1961, including for each winter 2,030 Mcf of interruptible load. 

(6) Southern Union has available to it in the Colorado portion of the Blanco- 
Mesaverde gas field an estimated recoverable reserve of approximately 130 
billion cubic feet, of which more than 120 billion cubic feet is located under 
acreage covered either by Southern Union’s own oil and gas leases or committed 
by life-of-the-lease contract to Gathering Company, the operator of the major 
portion of the new gathering facilities to be used in serving Durango. The 
remainder of the 130 billion cubic feet reserve underlies parts of drilling units 
of which Southern Union is the operator in each instance. Thus, even though 
not now committed either to Southern Union or to Gathering Company by long- 
term contract, this latter portion of the total reserve is presently available to 
Southern Union on a day-to-day basis and may continue to be so for some time 
to come. 

(7) The present daily delivery capacity of the new Colorado gathering system 
from the 17 wells now connected to it is approximately 7,500 Mcf. A majority of 
these wells were drilled several years ago, since which time considerably more 
efficient completion methods have been developed by Southern Union and other 
operators in the same field. Considering Southern Union’s recent experience 
in the area, it appears that substantial increases in the deliverabilities of six of 
the presently connected wells can be achieved by relatively inexpensive rework 
operations. In addition, Southern Union still has available to it upon its 
immediately adjoining lease acreage at least six more well locations which may 
properly be regarded as “proven”. Furthermore, Gathering Company has 
recently entered into a 15-year exchange agreement with El Paso which will 
permit Gathering Company to draw upon El Paso for up to 3,000 Mcf of gas per 
day during the winter months of each year, with return to be made of a like 
total volume the following summer. Based upon the foregoing and upon the 
reserves mentioned in Finding (6) above, it appears that Southern Union will 
have adequate gas available to it from the Colorado Blanco-Mesaverde field to 
supply the requirements of Durango and vicinity for a period of at least 20 years. 

(8) In contrast to Southern Union’s reserves in the Colorado Blanco- 
Mesaverde field, the maximum recoverable reserve estimated to be available to 
Southern Union in the Barker Dome and Ute Dome fields is approximately 39 
billion cubic feet. As mentioned more fully below in Finding (18), Southern 
Union and Gathering Company also control substantial additional reserves in 
the New Mexico portion of the Blanco-Mesaverde field and in other nearby fields 
in that state. No gas from these other New Mexico sources, however, has ever 
been used by Southern Union in the rendition of service to the Durango area; 
and no certificate of public convenience and necessity under Section 7 of the 
Natural Gas Act, such as would necessarily be required before such deliveries 
could lawfully be initiated, has ever been issued by the Commission or applied 
for by Southern Union or Gathering Company. 

(9) Of the 39 billion cubic feet of recoverable reserves in the fields from 
which Durango was being supplied immediately prior to connection of the new 
Colorado supply, approximately 18.6 billion cubic feet is in the Pennsylvanian 
reservoir of the Barker Dome field. This Pennsylvanian gas is “sour”, contain- 
ing substantial quantities of sulphur compounds and other impurities which 
must be removed in order to render the gas of merchantable quality. From 1946 
through 1956, Southern Union operated a purification plant for this purpose in 


2 All gas volumes mentioned herein are expressed on a pressure base of 14.72 psia. 
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the Barker Dome field, but early in 1957 the plant was shut down because of its 
increasing inefficiency of operation as the volumes of gas available to Southern 
Union for processing in the plant declined further and further below its designed 
capacity of 35 million cubic feet per day. Upon severance of the interstate con- 
nection sought to be authorized in this proceeding, Southern Union proposes to 
make use of the remaining recoverable reserves available to it in the Barker 
Dome and Ute Dome gas fields as follows: 

(a) Gas from the Ute Dome field and from the Dakota horizon of the Barker 
Dome field (including volumes of gas from the Barker Dome-Pennsylvanian 
horizon which after purification have heretofore been injected during off-peak 
periods into the shallower Barker Dome-Dakota reservoir for storage) will be 
utilized as part of Southern Union’s over-all gas supply for its markets in central 
and northwestern New Mexico. This is the same use as has previously been 
made by Southern Union of all gas taken by it from these fields, except for the 
volumes required for service to the Durango area. 

(b) Southern Union currently has dedicated to it 20 percent of the total 
reserves in the Barker Dome-Pennsylvanian reservoir the remaining 80 percent 
thereof being controlled by El Paso. El Paso for the past several years has 
operated a treating plant some 30 miles south of the field for purification of its 
80 percent of this gas. Arrangements have been made between Southern Union 
and El Paso whereby Southern Union’s 20 percent of the Pennsylvanian gas will 
also be run through El Paso’s purification plant with El Paso to deliver back 
to Southern Union a volume of gas equal to 20 percent of the plant’s output at 
a point several miles to the east in closer proximity to Southern Union’s existing 
lines used in the rendition of service to the Albuquerque-Santa Fe area. Thus, 
all of Southern Union’s recoverable Barker Dome-Pennsylvanian gas will con- 
tinue, in practical effect, to be available to it for the supply of its New Mexico 
markets. 

(10) The cost of service studies presented by Southern Union indicate that 
the cost of delivering gas to its Durango distribution system from the new 
Colorado source of supply will be approximately 28.09 cents per Mcf for 1958, 
27.45 cents per Mcf for 1959, and 26.42 cents per Mcf for 1960. These, on their 
face, are not unreasonably high figures. Furthermore, as to each of the years 
mentioned, it appears that it will be slightly cheaper for Southern Union to 
serve Durango with Colorado gas only than it would be to continue using New 
Mexico gas, either as an exclusive source of supply or in conjunction with gas 
from the Colorado field. 

(11) Severance of the present interstate connection will avoid various uncer- 
tainties and problems which presently exist under regulation and will result 
in substantial, though not presently ascertainable, savings to Southern Union 
through elimination of many of the allocations of plant and operating expenses 
presently required to be made between the Company’s New Mexico and Colorado 
operations for purposes of preparing periodic reports to the two states’ regu- 
latory commissions, annual income tax returns to both states and the studies 
periodically required not only as an incident to formal rate proceedings but also 
for day-to-day internal analysis purposes. 

(12) The only customers presently served by means of the line proposed to 
be abandoned who will not have gas available to them from the new Colorado 
source of supply will be four rural customers located close to the point where 
the line crosses the New Mexico-Colorado state boundary. During 1957 total 
deliveries to these customers amounted to 684 Mcf, producing an aggregate 
revenue for the year to Southern Union of $353. The annual out-of-pocket cost to 
Southern Union of maintaining the 11.4 miles of line in service will be approxi- 
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mately $5,500, and if sich normal elements of cost as return, income taxes and 
depreciation were included the annual cost of service to Southern Union for the 
four customers would be approximately $14,000. Under the circumstances con- 
tinuation of the line in service for the special benefit of these few customers 
would plainly be uneconomic. LPG service is generally available in this area as 
an alternate fuel, and is currently being utilized by many other farmers and 
ranchers. 

(13) The abandonment and removal of the 11.4 miles of 6-inch line, sought 
to be abandoned herein, is required by the public convenience and necessity, and 
such abandonment should be permitted and approved. 

(14) Southern Union Gathering Company, a Delaware corporation, with its 
principal place of business at Dallas, Texas, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of October 14, 1955, in Docket No. G—7670. 

(15) In its applications in Docket Nos. G—13101 and G-—13879, Gathering 
Company proposes to sell to El Paso gas gathered by Gathering Company from 
an aggregate of 83 wells in the Blanco-Mesaverde gas field and 5 wells in the 
Pictured Cliffs gas field, all in San Juan County, New Mexico. Such sales are 
to be made in interstate commerce, subject to the jurisdiction of the Commission, 
and therefore are subject to the requirements of subsections (c) and (e) of 
Section 7 of the Natural Gas Act. 

(16) Prior to the filing of the applications of Gathering Company here under 
consideration, ali gas taken by it from the wells referred to in Finding (15) 
was being delivered to Southern Union, of which Gathering Company is a 
wholly-owned subsidiary. Production of gas from the Aztec-Pictured Cliffs field, 
the New Mexico portion of the Blanco-Mesaverde field and several other adjoin- 
ing gas fields in northwestern New Mexico is subject to the prorationing orders 
of the New Mexico Oil Conservation Commission. The nature of El Paso’s 
interstate markets served with gas from this area is such as to require El Paso 
to take gas on a substantially higher annual load factor basis than that on which 
Southern Union is able to utilize gas in the rendition of service to its own New 
Mexico market areas. The purpose of the sales of gas proposed herein by 
Gathering Company is to achieve substantial equalization in the fields of these 
two essentially disparate load factors. 

In the absence of the proposed deliveries from Gathering Company to El Paso, 
the wells connected to El Paso’s gathering lines in the prorated fields will tend 
to become progressively more “overproduced”, while the wells connected to 
Southern Union’s markets will tend to become further and further “underpro- 
duced.” Under the New Mexico proration formula applicable to these fields, 
whenever a well is in an “overproduced” status at the end of a 6-month balanc- 
ing period and remains in such status throughout the succeeding 6-month 
period, it must be shut in until back in balance. In such a situation, the operat- 
ing difficulties imposed upon El Paso are obvious; whenever a well is shut in, 
an impairment of gas supply is necessarily involved. As to Southern Union, 
the effects of continued underproduction are almost as serious, although not as 
immediate. In order to continue to provide for the steadily increasing gas 
requirements of its New Mexico market areas, Southern Union is in constant 
need of making additional well connections, and a record of having consistently 
failed to take the full allowable of the wells connected to its lines naturally will 
hamper the Company to a considerable degree in its efforts to negotiate new 
gas purchase contracts. 

(17) Gathering Company’s proposed sales of gas to El Paso will be made 
pursuant to the contract dated August 31, 1953, filed with the Commission as 
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Gathering Company’s F. P. C. Gas Rate Schedule No. 1, as amended and supple- 
mented under dates of April 1, 1957, and July 25, 1957. As originally entered 
into, this contract contemplated deliveries by Gathering Company to El Paso 
at a point near the town of Blanco in the Blanco-Mesaverde field of such 
volumes of gas as might be necessary to enable Southern Union (to whom 
Gathering Company had previously been delivering all of its gas) to produce 
the wells in the area connected to its lines ratably with those connected to 
El Paso’s gathering facilities. No particular volume of gas was specified for this 
purpose, but Gathering Company undertook to make available to El Paso on a 
firm basis 40 million cubic feet per day in 1954, 30 million cubic feet per day 
in 1955, and 20 million cubic feet per day in 1956, for which firm delivery under- 
takings El Paso was to pay Gathering Company a specified demand charge. The 
amendment of April 1, 1957, called for firm deliveries from Gathering Company 
to El Paso of 50 million cubic feet per day in 1957, 40 million cubic feet per day 
in 1958, and 30 million cubic feet per day in 1959. No firm deliveries are 
presently called for by the contract after December 31, 1959, but the contract 
contemplates that additional firm deliveries and related demand charges may 
mutually be agreed upon by the parties for subsequent periods. 

Southern Union has estimated that during each of the years 1958 through 
1960 it will be necessary for Gathering Company to deliver gas to El Paso at 
an annual rate of approximately 29 billion cubic feet (80 million cubic feet per 
day) in order to achieve the ratable taking of gas between the two systems 
intended to be achieved by the original contract. The delivery capacity of the 
gathering system originally devoted to the contract’s performance being insuffi- 
cient to provide this quantity of gas, the contract was amended on July 25, 
1957, so as to provide for a new point of delivery, several miles to the west of 
the original one, at which gas from additional wells could be made available. 
Gathering Company’s applications in Docket Nos. G—13101 and G—13879 relate 
solely to the sales proposed to be made by means of this new point of delivery. 
No increase in Gathering Company’s previously existing firm delivery under- 
takings is involved. In 1957 Gathering Company delivered to El Paso from the 
old Blanco area 23.3 billion cubic feet of gas, so that only 5.7 billion cubic feet 
of additional deliveries will be required in order to meet the delivery rate of 
29 billion cubic feet a year currently projected by Gathering Company. 

Gathering Company’s deliveries to El Paso from the original point of delivery 
were authorized by certificate of public convenience and necessity issued to 
Gathering Company by the Commission in Docket No. G—7670. The facilities 
required by El Paso to take gas from Gathering Company at both the original 
and the new points of delivery were authorized by the Commission in Dockets 
Nos. G—1630, G—2106, G-8940 and G—10499. 

(18) Southern Union and Gathering Company presently have available to 
them in the northwestern New Mexico area recoverable gas reserves of 1,057 
billion cubic feet. Thus, even when Gathering Company’s projected rate of 
sales to El Paso is coupled with Southern Union’s own current market require- 
ments in the area of close to 35 billion cubic feet per year, slightly more than a 
15-year supply would be indicated if considerations of deliverability are disre- 
garded. It is not proposed, however, that deliveries at the rate of 29 billion 
cubic feet a year be continued to El Paso throughout the term of the covering 
contract which will not expire until December 31, 1973. On the contrary, as and 
when the total deliverability of the wells connected to Southern Union’s and 
Gathering Company’s lines declines in relation to Southern Union’s annual 
market requirements, it is contemplated that Gathering Company’s deliveries 
to El Paso will gradually be reduced until they are only being made during 
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off-peak summer periods. After that, for a time at least, it is anticipated that 
Gathering Company will be delivering gas to El Paso in the Summer and that 
El Paso will be delivering gas to Southern Union in the winter. Eventually, it 
may be that Gathering Company’s deliveries to El Paso will cease entirely and 
that, in order to permit continued ratable takings by the two systems in a 
manner consistent with the systems’ respective market requirements, El Paso 
will be selling gas to Southern Union on substantially a year-around basis. 

These arrangements are proposed to be implemented in two ways, in addition 
to those already mentioned. 

First, Gathering Company’s facilities in the old Blanco area are connected 
not only to El Paso’s lines but also to Southern Union’s. Thus gas can be 
delivered by Gathering Company from that area in any desired proportions 
as between its two customers. Similar arrangements will also prevail with 
respect to the areas involved in Docket Nos. G—13101 and G—13879, it being pro- 
posed that a point of delivery to Southern Union will be maintained by Gather- 
ing Company at the same location as the new point of delivery to El Paso. 

Second, concurrently with execution of the original Gathering Company-El 
Paso contract Southern Union entered into a reciprocal contract with El Paso 
under which, as amended to date, El Paso is obligated to deliver to Southern 
Union at a nearby point 10 million cubic feet a day in 1961, 20 million cubic feet 
a day in 1962, and additional volumes in successive increments of 10 million 
cubic feet a day per year until 1968 when 80 million cubic feet a day are to be 
delivered. El Paso has no delivery commitments under this contract after 1968, 
but the contract provides that during 1968 the parties will agree upon the 
volumes which are to be delivered during the period 1969-1978. 

(19) Gathering Company is able and willing to do the acts and perform the 
service proposed in Docket Nos. G—13101 and G—13879, and to conform to the 
provisions of the Natural Gas Act and the requirements, rules and regulations 
of the Commission thereunder. 

(20) The making of the proposed sales to El Paso by Gathering Company, 
together with the construction and operation of any facilities subject to the 
jurisdiction of the Commission necessary therefor, is required by the public con- 
venience and necessity, and a certificate therefor should be issued. 

(21) The respective applicants in Docket Nos. G—13102 through G—13106, 
inclusive, and G—13880 through G—13884, inclusive, each is or will be by virtue of 
its proposed sales of gas to Gathering Company, a “natural-gas company” within 
the meaning of the Natural Gas Act. 

(22) Each of the applicants referred to in Finding (21) are able and willing 
to do the acts and perform the service proposed in their respective applications, 
and to conform to the provisions of the Natural Gas Act and the requirements, 
rules and regulations of the Commission thereunder. a 

(23) The sale of natural gas to Gathering Company by each of the applicants 
referred to in Finding (21), together with the construction and operation of any 
facilities subject to the jurisdiction of the Commission necessary therefor, is 
required by the public convenience and necessity, and a certificate therefor 
should be issued. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission, that: 

(A) Southern Union Gas Company (Southern Union) be and it is hereby 
authorized to abandon and remove the 11.4 miles of its 6-inch Ute Dome- 
Durango line as proposed in its application and upon the terms and conditions 
of this order. 
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(B) Within sixty (60) days after abandonment and removal of the 11.4 miles 
of line referred to in (A) above, Southern Union shall report to the Commission 
in writing, under oath, the date of completion thereof. 

(C) A certificate of public convenience and necessity be and it is hereby 
issued to Southern Union Gathering Company (Gathering Company) upon the 
terms and conditions of this order, authorizing the sale of natural gas to El Paso 
Natural Gas Company (El Paso) in interstate commerce for resale, together 
with the construction and operation of any facilities subject to the jurisdiction 
of the Commission necessary for such sale of natural gas in interstate commerce, 
all as hereinabove described and as more fully described in the applications in 
Docket Nos. G—13101 and G—13879 and in the exhibits respectively attached 
thereto. 

(D) Certificates of public convenience and necessity be and they hereby are 
issued to Southern Union Gas Company, Aztec Oil & Gas Company, Pubco 
Petroleum Corporation, Gas Producers Corporation, Beaver Lodge Oil Corpora- 
tion, Greenbrier Oil Company and Anderson-Prichard Oil Corporation, upon the 
terms and conditions of this order, authorizing the sales of natural gas to 
Gathering Company in interstate commerce for resale, together with the con- 
struction and operation of any facilities subject to the jurisdiction of the Com- 
mission used for such sales of natural gas in interstate commerce, all as 
hereinabove described and as more fully described in the respective applications 
of such parties in Docket Nos. G—13102 through G—13106, inclusive, and G—13880 
through G—13884, inclusive, and in the exhibits to such applications, respectively. 

(E) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Rules and Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to each of the certificates referred to in (C) and (D) above. 


Emery J. Woopatt, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CITIZENS UTILITIES COMPANY, DOCKET NOS. E-6439 AND E-6440 


ORDER TERMINATING AUTHORIZATION TO EXPORT ELECTRIC ENERGY FROM THE UNITED 
STATES ; AND TERMINATING PERMIT TO MAINTAIN FACILITIES AT THE 
INTERNATIONAL BORDER 


(Issued May 2, 1958) 


The Commission by order issued January 8, 1953, Docket No. E-6439, 12 F. P. C. 
793, authorized Citizens Utilities Company to transmit electric energy from the 
United States to Canada, pursuant to the provisions of Section 202 (e) of the 
Federal Power Act, to meet certain electric requirements of the National 
Revenue, Customs and Excise Division, Canadian Government, in the vicinity of 
Lake Memphremagog, Quebec, Canada. Concurrently therewith the Commission 
released to that Company a Presidential Permit, signed by the President of the 
United States on December 4, 1952, Docket No. E—6440, authorizing it to operate 
and maintain facilities at the international border, United States and Canada, 
to facilitate its carrying out such exportation of electric energy from the United 
States. 

Citizens Utilities Company advised the Commission by letter dated March 31, 
1958, that it ceased to render electric service to the Canadian Government at the 
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above location during 1956, that service having been taken over and currently 
provided by a Canadian utility. 


The Commission finds: 


It is necessary and appropriate for the purposes of the Federal Power Act 
and Executive Order No. 10485, dated September 3, 1953, that the above- 
mentioned authorization to export electric energy be terminated; and that the 
above-mentioned Presidential Permit be revoked and Citizens Utilities Company 


be directed to remove any facilities authorized thereby; all as hereinafter 
ordered. 


The Commission orders: 


(A) The authorization heretofore granted to Citizens Utilities Company to 
transmit electric energy from the United States to Canada and to maintain 
facilities at the international border, United States and Canada, as referred to 
above, hereby are terminated and revoked. 

(B) Citizens Utilities Company, within 30 days from the issuance of this 
order, shall remove all facilities which it heretofore maintained at the inter- 
national border pursuant to the above-mentioned Presidental Permit which have 
not been removed by it heretofore. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and Arthur Kline. 


IDAHO POWER COMPANY, PROJECT NO. 1971 
ORDER AMENDING LICENSE (MAJOR) 
(Issued May 2, 1958) 


Application was filed January 20, 1958, and supplemented on January 27 and 
29, and April 17, 1958, by Idaho Power Company (Licensee for Project No. 
1971), for amendment of its license for Project No. 1971 located on the Snake 
River in Idaho and Oregon. 

The Licensee requests approval of revised Exhibit L drawings and Exhibit 
M; both for the Oxbow development, which would require a change in the 
project description and a revision of the capacity component for purposes of 
annual charges. In addition, the Licensee requests approval of Exhibits J-K 
and M showing and describing a 230 kilovolt double circuit steel tower trans- 
mission line extending from the Oxbow power plant approximately 10.4 miles 
to the Brownlee power plant switchyard and affecting lands of the United States. 

The changes to the project structures of the Oxbow development consist 
essentially in (1) changing the rock-fill dam design from one with an impervious 
core to one of the “Nantahela” type; (2) raising the normal water surface 
elevation of the reservoir from 1800 to 1805 feet; (3) changing the spillway 
from a five-gated structure located on the Oregon abutment to a six-gated 
structure equally divided with one-half at the Oregon abutment and one-half at 
the Idaho abutment; (4) changing the power conduit from an open canal to 
several tunnels with entrance gates and surge tanks; and (5) changing the 
initial installed capacity from 151,000 kw (4 units of 37,750 kw each) to 190,000 
kw (4 units of 47,500 kw each), and the ultimate installed capacity from 226,500 
kw (6 units of 37,750 kw each) to 237,500 kw (5 units of 47,500 kw each). 

Public notice of the application was duly given, including publication of 
notice on February 25, 1958 in the Federal Register (23 F. R. 1188). By informal 
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protest dated March 4, 1958 and filed by Honorable Robert D. Holmes, Governor 
of the State of Oregon, objection was made to continuance of construction of 
the Oxbow development. We have considered the informal protest and conclude 
that the proposed amendment would not alter any of the basic facts upon which 
the license was issued for Project No. 1971. 

The Chief of Engineers, Department of the Army, in reporting on the applica- 
tion, advised that the plans of the structures as shown on the tracing are satis- 
factory insofar as the interests of navigation are concerned. 

An Assistant Secretary of the Interior, in reporting on the application for 
authorization for the proposed Oxbow-Brownlee 230-kv double circuit trans- 
mission line, has offered no objection to such line affecting lands of the United 
States under supervision of the Department of the Interior. 

The Licensee, by letter of April 4, 1958, requested pre-amendment permission 
to proceed with construction of the Oxbow-Brownlee transmission line. On 
April 17, 1958, the Commission advised the Licensee that it would interpose no 
objection to commencement of construction at Licensee’s risk, provided the 
Licensee complies with the requirements of the agencies concerned. 


The Commission finds: 


(1) The license, amended as hereinafter provided, will not alter any of the 
basic facts upon which the license was issued. 

(2) The increased amount of annual charges to be paid under the license 
as hereinafter amended are reasonable for (a) the cost of administration of 
Part I of the Federal Power Act, and (b) for the use, occupancy, and enjoyment 
of lands of the United States to be occupied by the Oxbow-Brownlee trans- 
mission line. 

(3) The following described exhibits filed as part of the application for 
amendment conform to the Commission’s rules and regulations and should be 
approved as part of the license for the project: 


Frhibit L F. P. C. No. Oxbow H. F.. Development 
Sheet 1 of 5 1971-55 General Plan. 
Sheet 2 of 5......--- 1971-56 Dam and Spillway Plan. 


Dam and Spillway. 
Sheet 3 of 5 1971-57 cee and Sections. 


re { Power Intake and Power. 
Sheet 4 of 5 1971-66 \ Conduit, Plan, Profile and Sections. 


Powerhouse. 
c = 
Sheet 5 of 5 1971-59 eek and Section. 


Exhibit M (January 14, 1958) entitled ‘‘General Description and Specifications 
of Equipment” for Oxbow Unit. 
Frhibit FP. P.. C. Ne. Title 
1971-54 Oxbow-Brownlee 230 kv Transmission Line. 


Exhibit M (January 15, 1958) entitled ‘‘General Description and Specifications 
of Equipment’’—Oxbow-Brownlee 230 kv Transmission Line. 


The Commission orders: 


(A) The exhibits described in finding (3) above are approved as part of the 
license for Project No. 1971, and Exhibit L drawings FPC Nos. 1971-20, -21 
and —22 and Exhibit M (Oxbow Development), previously approved as part of 
the license, are superseded and excluded from the license. 

(B) The license issued to Idaho Power Company for Project No. 1971, is 
amended as follows: 





FEDERAL POWER COMMISSION 607 


(i) Paragraph (5) (b) (2) of the order of August 4, 1955, issuing license is 
amended to read: 

(2) The proposed Oxbow development, to consist of a rock-fill dam having a 
maximum height of about 180 feet and a crest length of 945 feet at elevation 1820 
feet in the Snake River at river mile 273.2 and two concrete spillway sections 
surmounted by tainter gates at the abutments, creating a reservoir with usable 
storage capacity of 5,500 acre-feet at a drawdown of 5 feet below elevation 
1805 feet; a power intake with entrance gates and two power tunnels across 
the Oxbow ; two surge tanks; penstocks; a powerhouse containing initially four 
turbines each rated at 73,000 horsepower and connected to a 47,500 kilowatt 
generator operating under a gross static head of 122 feet, with provision for 
an additional tunnel and future installation of one similar unit in an extension 
to the powerhouse; a 230 kv double circuit steel tower transmission line extend- 
ing from Oxbow power plant approximately 10.4 miles to the Brownlee power 
plant switchyard. 

(ii) Article 28 of the license is amended by addition of subparagraph (d) as 
follows: 

(d) Begin the construction of the 230 kilovolt double circuit steel tower 
transmission line extending from the Oxbow power plant to the Brownlee power 
plant switchyard on or before May 1, 1958, and complete the line with one circuit 
in operation on or before December 1, 1958. 

(iii) Article 44 of the license is amended to read as follows: 

Article 44. 

(a) The Licensee shall pay the United States the following annual charges 
for the purpose of reimbursing it for the cost of administration of Part I of the 
Act: One (1) cent per horsepower on the authorized installed capacity 
(1,268,000) plus two and one-half (2%) cents per 1000 kilowatt-hours of gross 
energy generated by the project during the calendar year for which the charge 
is made. 

(b) Effective April 17, 1958, for the purpose of recompensing the United 
States for the use, occupancy, and enjoyment of its lands for transmission lines 
only, $45.94. 

(c) The Licensee shall also pay to the United States such charges as may 
be specified hereafter for the purpose of recompensing the United States for the 
use, occupancy and enjoyment of its lands, exclusive of transmission lines. 

(iv) Article 45 of the license is amended to read as follows: 

Article 45. The Commission expressly reserves the right to determine at a 
later date the question of what additional transmission lines and appurtenant 
facilities, if any, shall be covered in this license and included as part of the 
project works. 

(C) The amendment authorized herein shall become effective as of the first 
day of the month in which this order is issued, provided, however, that the 
authorization for the Oxbow-Brownlee transmission line shall be effective as of 
April 17, 1958. 

(D) This order shall become final thirty (30) days from the date of its 
issuance unless application for rehearing shall be filed as provided in Section 
813 (a) of the Act, and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, this instrument shall be signed for the Licensee 
and returned to the Commission within sixty (60) days from the date of issu- 
ance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 










POWER AUTHORITY OF THE STATE OF NEW YORK 
PROJECT NO. 2216 
ORDER APPROVING PROJECT EXHIBIT 
(Issued May 5, 1958) 


On May 1, 1958, in compliance with Article 33 of its license for major Project 
No. 2216, Power Authority of the State of New York filed for Commission 
approval and inclusion in the license the following described project exhibit: 
Exhibit J (FPO No. 2216-32) entitled “General Map—Niagara Power Project”. 
The Exhibit J drawing is a general map of the entire project area, showing 
the location of the project works authorized by the license for Project No. 2216. 



















The Commission finds: 





The above-described Exhibit J drawing conforms to the Commission's rules 
and regulations and should be approved as part of the license for the project. 


The Commission orders: 


(A) The above-described Exhibit J drawing is approved as part of the license 
for Project No. 2216. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 











THE PURE OIL COMPANY, DOCKET NO. G—14049 


ORDER DENYING MOTION FOR RECONSIDERATION OF ORDER 
FOR HEARING AND SUSPENDING PROPOSED CHANGES IN RATES 


(Issued May 7, 1958) 

















The Pure Oil Company (Pure) on March 31, 1958, filed a motion requesting 
that the Commission amend the order issued herein on December 24, 1957, 
which provided for hearing and suspension, among others! of Supplement No. 7 
to its FPC Gas Rate Schedule No. 26 until June 1, 1958. Pure requests that the 
period of suspension be shortened so as to coincide with the effective date of 
the proposed increased rate of Magnolia Petroleum Company in Docket No. 
G—14699. Magnolia and Pure are among the producers of gas from Dollarhide 
Field, whose gas is processed in Dollarhide Gasoline Plant, Andrews County, 
Texas, and delivered to El Paso Natural Gas Company, the buyer under Pure’s 
said Rate Schedule No. 26. 

By said Supplement No. 7, Pure proposes to make effective on January 1, 
1958, a periodic increase of one cent, from 10¢ to 11¢ per Mcf, in accordance 
with the terms of its Rate Schedule No. 26, which also provides for “favored- 
nation” increases not invoked by Pure. Magnolia however, had tendered a 


1 Also suspended were Supplement No. 5 to Pure’s FPC Gas Rate Schedule No. 1 and 
Supplement No. 1 to Pure’s FPC Gas Rate Schedule No. 28. 
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favored-nation increase to 11.66032¢ per Mcf on August 16, 1957, which, after 
suspension, was permitted to take effect, subject to possible refund of excess 
charges, on January 10, 1958, in Docket No. G—14699. Thereafter, on February 
19, 1958, Magnolia filed Supplement No. 8 to its FPC Gas Rates Schedule No. 
103, seeking to substitute a periodic increase to a rate of 11.0¢ for the said rate 
of 11.66032¢ per Mcf. In view of the fact that a reduction in rates was proposed, 
the Commission granted Magnolia’s request for the substitution and suspended 
the substituted periodic increased rate for one day, until March 23, 1958.7 


The Commission finds: 


Pure’s aforementioned motion for amendment of the order issued herein 
December 24, 1957, sets forth now new facts and no principles of law which 
either were not fully considered by the Commission when the said order was 
issued, or which having now been considered warrant any change in or modifi- 
eation of said order. 


The Commission orders: 


The motion filed by Pure for reconsideration and modification of the order for 
hearing and suspension issued herein December 24, 1957, is hereby denied. 
Commissioners Digby and Kline dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PUGET SOUND POWER & LIGHT COMPANY, PROJECT NO. 2150 
ORDER AMENDING LICENSE (MAJOR) 
(Issued May 7, 1958) 


Applications were filed June 10, 1957 (and later supplemented), and July 5, 
1957, by Puget Sound Power & Light Company, licensee for major Project No. 
2150—consisting of the Lower Baker River development, and the Upper Baker 
River development, and located on the Baker River, tributary to the Skagit 
River, in Whatcom and Skagit Counties, Washington, and affecting navigable 
waters and lands of the United States within the Mt. Baker National Forest— 
for amendment of the license for the project to provide for Commission approval 
and inclusion in the license of certain exhibits to show and describe said develop- 
ments pursuant to Article 30 of the license. The June 10, 1957 application as 
supplemented relates to the Lower Baker River development and the July 5, 
1957 application relates to the Upper Baker River development. 

No additional lands of the United States are affected. 

The principal effects of the amendment will be to alter the description of the 
Lower Baker River development by: changing the ratings of the three generat- 
ing units and the elevation of the reservoir; including splashboards on the dam, 
a surge chamber, penstocks, surge tank, step-up transformer, and facilities for 
the handling, collection and passage of fish; extending the pressure tunnel and 
powerhouse; and including as part of this development the two existing trans- 
mission lines formerly included in the license description of the Upper Baker 
River development as a single line; and fixing and specifying an annual charge 


2 As of April 25, 1958, Magnolia had not filed a motion to place the proposed periodic 
increase into effect. 
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to be paid by the licensee for reimbursing the United States for the costs of 
administration of Part I of the Federal Power Act. 

The Secretary of the Army and the Chief of Engineers have reported that 
the plans showing and describing the existing Lower Baker River development 
are considered satisfactory insofar as the interests of navigation are concerned. 

The Secretary of the Interior has informed the Commission that the Depart- 
ment of the Interior has no opposition to approval of the exhibits showing and 
describing the Lower Baker River development. 

The Departments of Fisheries and Game of the State of Washington have 
recommended the inclusion in the license of certain provisions in the interest of 
fishery resources. Negotiations are still under way between said Departments 
and the licensee and their interests are amply protected under the present terms 
of the license. 


The Commission finds: 


(1) The license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purpose for which the Mt. Baker National Forest was 
created or acquired and will not alter any of the basic facts upon which the 
license was issued. 

(2) Public notice has been given of the filing of the application relating to 
the Lower Baker River development, it being unnecessary to give notice of the 
filing of the application relating to the Upper Baker River development since 
the only change in the license relating thereto is the removal therefrom of the 
transmission line. 

(3) The installed horsepower capacity of the project for the purpose of com- 
puting the capacity component of the administrative annual charge is 243,000 
horsepower. 

(4) The amount of the annual charge to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Federal Power Act is reasonable as hereinafter fixed and specified. 

(5) The acreage of lands of the United States occupied by the project cannot 
be determined from the exhibits filed as part of the applications and the amount 
of the annual charge to be paid therefor is reserved for future determination 
by the Commission. 

(6) The following exhibits filed as part of the applications conform to the 
Commission’s rules and regulations and should be approved as part of the license 
for the project: 

Supplementary Exhibit J (FPC Nos. 2150-6 and -7) ; 

Supplementary Exhibit K (FPC Nos. 2150-30 through -38) ; 

Exhibit L (FPC No. 2150-28), superseding Exhibit L (FPC No. 21504) now 
part of the license; Exhibit L (FPC No. 2150-29) ; and Supplementary Exhibit 
L (FPC Nos. 2150-22, -39, —40, and -41) ; and 

Supplementary Exhibit M (filed October 17, 1957) ; 


and superseded Dxhibit L (FPC No. 2150-4) should be eliminated from the 
license. 

(7) Revised Exhibits F and K for the project, exclusive of the transmission 
lines—in accordance with the Commission’s rules and regulations—should be 
filed as hereinafter provided. 


The Commission orders: 


(A) The above-specified exhibits filed as part of the applications are approved 
as part of the license for the project. 
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(B) The above-specified superseded exhibit is eliminated from the license 
for the project. 

(C) The license for Project No. 2150—which was issued June 4, 1956, effec- 
tive as of May 1, 1956, to Puget Sound Power & Light Company—is amended, 
effective as of April 1, 1958, to provide for a change in description of the 
project works; to fix and specify the annual charge to be paid under the license 
for the purpose of reimbursing the United States for the costs of administra- 
tion of Part I of the Federal Power Act; to incorporate therein certain exhibits 
showing and describing the project works; and to eliminate therefrom a super- 
seded exhibit ; said amendment being: 

PARAGRAPH I. Paragraphs (4) (a) and (b) of the license are revised to 
read as follows: 

(4) The project hereinafter authorized consists of : 

(a) All lands constituting the project area and enclosed by the project 
boundary (except lands of the United States under license for minor-part 
Project No. 777) or the limits of which are otherwise defined, and/or interest in 
such lands necessary or appropriate for the purposes of the project, whether such 
lands or interest therein are owned or held by the Applicant or by the United 
States; the general location of such project area and project boundary being 
shown and described by certain exhibits which formed part of the application 
for license or for amendment thereof and which are designated and described 
as follows: 

Echibit J: (FPC No. 2150-3) General map of Upper Baker River development ; 

Evhibit J (Supplementary) : (FPC No. 2150-6) General map of Lower Baker 
River development ; 

(FPC No. 2150-7) General map of transmission-line right-of-way ; and 

Echibit K (Supplementary): (FPC Nos. 2150-30 through -38) Detail map of 
transmission-line right-of-way. 

(b) Principal structures comprising— 

(1) The Lower Baker River development, consisting of: (existing project 
works) a concrete gravity-arch dam having a spillway section surmounted by 
gates and splashboards and non-overflow sections at each end of the dam, creat- 
ing a reservoir with normal water surface at elevation 438.52 feet (U. S. G. 8.) 
and extending upstream about 742 miles to the tailwater of the proposed Upper 
Baker River development; intake structure; pressure tunnel; surge chamber; 
penstocks; powerhouse containing two 27,000-horsepower turbines each con- 
nected to a generator rated at 21,950 kilovolt-amperes at 90 percent power fac- 
tor; step-up transformers; two 110-kilovolt transmission lines connecting the 
transformers with the Applicant’s existing Sedro-Woolley Substation; and 
appurtenant facilities; and (proposed project works) an extension of the pres- 
sure tunnel; surge tank; penstock; an extension of the existing powerhouse to 
contain a single 80,000-horsepower turbine connected to a generator rated at 
64,000 kilovolt-amperes at 90 percent power factor; step-up transformer; fish 
handling, collection and passage facilities; and appurtenant facilities; and 

(2) The proposed Upper Baker River development, consisting of a concrete 
gravity dam located a short distance above the head of Lake Shannon reservoir, 
having a gated spillway section and a 12-foot roadway atop the dam, creating 
a reservoir about 9 miles long with high-water surface at about elevation 724 
feet (U. S. G. S.) ; an earth and rock-fill dike; powerhouse at the downstream 
toe of the dam containing two turbines each rated at about 60,000 horsepower 
at a net head of 275 feet and each driving a 42,500-kilowatt generator; two 
penstocks; a step-up transformer; and appurtenant facilities. 
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the location, nature, and character of which are more specifically shown and 
described by the exhibits hereinbefore cited and by certain other exhibits which 
also formed part of the application for license or for amendment thereof and 
which are designated and described as follows: 

Echibit L: (FPC No. 2150-5) Showing plans and sections of powerhouse of 
the Upper Baker River development (filed December 16, 1955) ; 

(FPC No. 2150-28) Showing plans and sections of dam and powerhouse of 
the Upper Baker River development; and 

(FPC No. 2150-29) Showing plans and sections of dike of the Upper Baker 
River development. 

Ecvhibit L (Supplementary): (FPC No. 2150-22) Showing general plan and 
profile of the Lower Baker River development ; 

(FPC No. 2150-39) Showing plan and details of dam of the Lower Baker 
River development ; 


(FPC No. 2150-40) Showing floor plans of powerhouse of Lower Baker River 
development ; and 


(FPC No. 2150-41) Showing cross sections of powerhouse of Lower Baker 
River development. 

Evhibdit M: Statement in three sheets—general descriptions and specifications 
of equipment of the Upper Baker River development (filed October 14, 1955). 

Evhibit M (Supplementary): Statement in ten sheets—general descriptions 
and specifications of equipment of the Lower Baker River development (filed 
October 17, 1957). 

PARAGRAPH II. Article 30 of the license is revised to read as follows: 

Article 30. The Licensee shall, upon completion of the project, file with the 
Commission in conformity with the Commission’s rules and regulations revised 
Exhibits F and K for the project, exclusive of the transmission lines. 

PARAGRAPH III. Article 40 of the license is revised to read as follows: 

Article 40. The Licensee shall pay to the United States the following annual 
charges : 

(i) Effective as of May 1, 1956, for the purpose of reimbursing the United 
States for the costs of administration of Part I of the Act, one (1) cent per 
horsepower on the authorized installed capacity (243,000 horsepower), plus 
two and one-half (2%) cents per 1,000 kilowatt-hours of gross energy generated 
by the project during the calendar year for which the charge is made; and 

(ii) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands, an amount to be hereafter determined. 

(D) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute 
a waiver of any other part, provision or condition of the license. 

(E) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act and failure to file such an application shall constitute 
acceptance of this amendment of license. In acknowledgment of the acceptance 
of this amendment of license, it shall be signed for the Licensee and returned 
to the Commission within 60 days from the date of issuance of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PIKE NATURAL GAS COMPANY, DOCKET NO. G-14405 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND THE 
SALE AND DELIVERY OF NATURAL GAS 


(Issued May 8, 1958) 


Pike Natural Gas Company (Applicant), engaged in the distribution of 
natural gas within the State of Ohio, and having its principal office in Waverly, 
Ohio, filed an application on February 5, 1958, for an order pursuant to Section 
7 (a) of the Natural Gas Act, directing The Ohio Fuel Gas Company (Ohio 
Fuel) to establish physical connection of its transportation facilities with those 
proposed herein by Applicant, and to sell and deliver natural gas as hereinafter 
described, all as more fully represented in the application. 

Applicant seeks an order directing Ohio Fuel to establish physical connection 
of its transportation facilities with facilities proposed to be constructed by 
Applicant and to sell and deliver to Applicant volumes of natural gas for distri- 
bution and resale in the communities of Hillsboro, New Vienna, Leesburg and 
Highland, in Highland and Clinton Counties, in the State of Ohio. 

The application states that Applicant presently serves the communities of 
Waverly, Piketon and Beaver in Pike County, Ohio, with gas purchased from 
Tennessee Gas Transmission Company. 

To initiate service to the above-mentioned four communities, Applicant pro- 
poses to construct and operate approximately 21.21 miles of 6-inch transmission 
pipeline extending north from Hillsboro to a connection with the facilities of 
Ohio Fuel near Sabina in Clinton County, Ohio; and two lateral lines compris- 
ing approximately 6.06 miles of 3-inch pipeline from the proposed 6-inch trans- 
mission line of Applicant to the communities of New Vienna and Leesburg. The 
community of Highland will be served by a short line off the Leesburg lateral. 

In addition, Applicant proposes to construct and operate natural gas distribu- 
tion systems in each of the four communities it proposes to serve. Applicant 
states that its existing system now serving the three towns of Waverly, Pike- 
ton and Beaver is not to be connected with any of the facilities proposed herein. 

Applicant states that the estimated 1958 combined population of the com- 
munities which it proposes to serve is approximately 7,665. Applicant estimates 
the natural gas requirements of the four communities as follows: 


Requirements in Mcf 
at 14.73 psia 


Annual 


Applicant further states that there is no existing gas distribution system in 
any of these communities and that the proposed service will be rendered for 
residential, commercial and industrial uses. 

Applicant estimates the total capital cost of the proposed facilities at $810,000, 
which will be financed through the sale of first mortgage bonds and common 
stock. 

5547286141 
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On February 27, 1958, Ohio Fuel filed its answer. to the application herein, 
stating that it has no objection to providing the requested service. However, 
Ohio Fuel further states that while its existing transmission facilities have 
sufficient eapacity to deliver Applicant’s first year peak day requirements it may 
be necessary to install additional facilities to enable it to serve Applicant’s 
requirenients after the first year. 

After due notice of application herein by publication in the Federal Register 
on April 15, 1958 (23 F. R. 2486-7) no petition or notice to intervene or notice 
to object to the granting of the application has been received within the time 
required by the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) The Ohio Fuel Gas Company, an Ohio corporation with its principal 
place of business in Columbus, Ohio, is a “natural-gas eompany” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission. 

(2) Applicant, an Ohio corporation with its principal place of business in 
Waverly, Ohio, is authorized to engage in the local distribution of natural gas. 

(3) It is necessary and desirable in the public interest to direct Ohio Fuel 
to establish physical connection of its transportation facilities with the facilities 
proposed by Applicant and to sell and deliver to Applicant up to 4,348 Mcf of 
natural gas per day, being Applicant’s 3rd year requirement, as described herein 
and as more fully described in the application in this proceeding. 

(4) ‘The requirement that Ohio Fuel serve Applicant as hereinafter ordered 
will not place any undue burden upon it, nor require it to enlarge its facilities, 
nor impair its ability to render adequate service to existing customers. 


The Commission orders: 


(A) The Ohio Fuel Gas Company be and is hereby directed to establish 
physical connection with the facilities proposed by Applicant, and to sell and 
deliver up to 4,343 Mcf of natural gas per day to Applicant, provided, however, 
that Applicant is ready to receive such delivery within one year from the date of 
issuance of this order. 

(B) Ohio Fuel shall report to the Commission in writing and under oath, the 
date of commencement of service to Applicant within thirty days after such 
commencement. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NEW ENGLAND POWER COMPANY, PROJECT NO. 1904 


ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL COST OF PROJECT AND 
PRESCRIBING ACCOUNTING THEREFOR 


(Issued May 8, 1958) 


New England Power Company, Licensee for Project No. 1904, om March 12, 
1956, filed a statement, pursuant to Section 4.20 of the Commission’s Regulations 
under the Federal Power Act, claiming as of the effective date of the Com- 
mission’s license, January 1,.1938, an actual legitimate original cost of the 
project (Vernon Project), in the amount of $4,463,391.86. 

The project is located on the Connecticut Riyer.in Franklin and Worcester 
Counties, Massachusetts, Cheshire County, New Hampshire, and Windham 
County, Vermont. It consists generally of a dam, reservoir, powerhouse with 
a total capacity of 41,560 hp installed at various times during and prior to 
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1925, and certain related transmission facilities,..The license. authorizing. the 
operation. and maintenance of the project issued pursuant to Section 4 (e), of 
the Federal Power Act, for. a period effective from. January. 1, 1938, terminating 
June 30, 1970, was issued to New, England Power ‘Company and Connecticut 
River Power Company as joint licensees and provides in Article 18 fer Com- 
mission determination of the actual legitimate original cost, accrued deprecia- 
tion and resulting net investment of Licensees in the project as of the effective 
date of the license. Effective January 26,1955, New England Power Company 
acquired Connecticut River Power Company’s interest and became the sole 
licensee. 

Previously, on July 15, 1946, Connecticut River Power Company and New 
England Power Company, as joint licensees, had filed a statement of claimed 
eost as. of January 1, 1938, in the total amount of $4,701,854.95 (Connecticut 
River Power Company $4,230,851.94, New England Power Company $471,003.01). 
Thereafter, the Commission’s staff made an examination of the books and 
records of the two companies and other data for the purpose of ascertaining 
the correctness of the claimed amounts. Following that study an agreement, 
subject to Commission approval, was reached between the staff and company 
representatives with respect to (1) certain adjustments eliminating the net 
amount of $238,463.09 from claimed project cost and (2) the accounting for the 
proposed adjustments disposing of the net amount proposed to be eliminated. 

Those adjustments are comprised of eliminations applicable to book cost in 
the net amount of $178,611.23 (Connecticut River Power Company $187,045.20 
(Credit), New England Power Company $8,433.97. (Debit) ), and eliminations 
of claimed but unrecorded costs of Connecticut River Power Company in the 
amount of $59,851.86. They are in addition to adjustments reducing book eost 
in the net amount of $2,807,134.31 which the two companies made prior to their 
July 15, 1946 submission of claimed cost (Connecticut River Power Company 

2,259,713.48, New England Power Company $547,420.83), representing credit 
adjustments arising from company original cost studies in the amount of 
$2,951,522.59 (Connecticut River Power Company $2,404,101.76, New England 
Power Company $547,420.83), and the addition of costs claimed by Connecticut 
River Power Company but not recorded on its books in the amount of $144,388.28. 

The effect of the foregoing adjustments is to reduce project book cost as of 
January 1, 19388 from $7,508,989.26 (Connecticut River Power Company 
$6,490,565.42, New England Power Company $1,018,423.84), to $4,463,391.86 
(Connecticut River Power Company $3,983,954.88, New England Power Com- 
pany $479,436.98) which staff and company representatives recommend.as the 
actual legitimate original cost of the Vernon Project as of January 1, 1938, or 
a net elimination from book costs of $3,045,597.40 (Connecticut River Power 
Company $2,506,610.54, New England Power Company $538,986.86). 

The adjustments of $2,506,610.54 applicable to the recorded project costs of 
Connecticut River Power Company were recorded on its books in January 1955 
by charges of $470,000 to Account 250, Reserve for Depreciation of Electric 
Plant, and $2,036,610.54 to Account 271, Earned Surplus, and were included. in 
the amount of $6,661,019.40 classified in Account 107, Electric Plant Adjust- 
ments in accordance with the afore-mentioned Commission order issued January 
4, 1955, Docket No. E-6591, approving the disposition of certain adjustments in 
connection. with the Company’s reclassification and original cost studies. 


1 See Commission orders issued January 4, 1955 In the Matters of Connecticut River 


Power Company, New England Power ‘Company, Docket No. E-6591, 14 F. P. C. 501, 
Project Nos. 1904, 2077, respectively. 
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Of the amount of the adjustments of $538,986.86 to the project book cost of 
New England Power Company, $418,114.64 was classified as nonproject property ; 
$65,842.60 was charged to Account 250, Reserve for Depreciation of Electric 
Plant, and $42,135.82 was charged to Account 270, Capital Surplus (which were 
part of the total of $7,040,315.63 classified in Account 107, Electric Plant Adjust- 
ments, and disposed of in accordance with the Commission’s order of July 9, 
1948, disposing of original cost excesses) ; leaving a balance of $12,893.80 remain- 
ing on the books of New England Power Company. The company has proposed 
and the staff recommends that the remaining amount of $12,893.80 be disposed 
of by charge to Account 271, Earned Surplus. 

The Massachusetts Department of Public Utilities, the Public Utilities Com- 
mission of New Hampshire and the Public Service Commission of Vermont were 
advised by letters of this Commission dated November 1, 1957, of the proposed 
adjustments and accounting dispositions and resulting project cost. By their 
respective letters dated April 17, 1958, November 19, 1957, and November 5, 
1957, those agencies indicated no objection to the foregoing. 


The Commission finds: 


(1) The Licensee, by its tentative agreement and the revised statement which 
it filed, and the afore-mentioned state regulatory agencies by their respective 
letters have obviated the necessity for the notice and opportunity to protest 
provided by Sections 4.22 and 4.23 of the Commission’s Regulations under the 
Federal Power Act. 

(2) The foregoing adjustments and accounting dispositions are reasonable 
and proper for the purposes of the Federal Power Act. 

(3) As of the effective date of the license, January 1, 1938, the actual 
legitimate original cost of the Vernon Project is $4,463,391.86 classified by 
primary plant accounts as shown in the attached schedule. 


The Commission orders: 


(A) The provisions of Sections 4.22 and 4.23 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The adjustments and accounting dispositions proposed by the staff and 
agreed to by the Licensee are hereby approved and directed to be made by 
Licensee. 

(C) The Licensee, to the extent that it has not already done so, shall 
establish and maintain control and detailed plant accounts for the project show- 
ing the total debit balance of $4,463,391.86 as of January 1, 1938, as more 
specifically shown by primary plant accounts in the attached schedule classified 
in accordance with the Commission’s Uniform System of Accounts prescribed 
for Public Utilities and Licensees. 

(D) The Licensee shall, within 90 days from the issuance of this order, file 
F. P. C. Form No. 7 showing compliance with this order. 

(E) The Licensee shall, within six months from the issuance of this order, 
file a statement of estimated accrued depreciation applicable to the Vernon 
Project as of January 1, 1988, with the Commission in accordance with Section 
4.20 of the Commission’s Regulations under the Federal Power Act. 

(F) The amount of the reserve for accrued depreciation applicable to the 
Vernon Project properties as of January 1, 1938, and the resulting net invest- 
ment of Licensees as of that date are hereby expressly reserved for future 
Commission consideration and determination. 
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NEW ENGLAND POWER COMPANY (PROJECT NO. 194—VERNON) 
ACTUAL LEGITIMATE ORIGINAL COST AS OF JANUARY 1, 1938 


II, Production Plant-Hydraulic 


Land and Land Rights 

Structures and Improvements 
Reservoirs, Dams and Waterways... 
Water Wheels, eae and Gen- 


quipment 
Miscellaneous Power t Equip- 


Total Production Plant-Hy- 
draulic 


Poles and Fixtures 
Overhead Conductors and Devices- 


Total Transmission Pilant.... 
IV. Distribution Plant 


Office Furniture and Equipment... 
Stores Equipment 

Shop Equipment 

Laboratory Equipment 

Tools and Work Equipment 
Communication Equipment 


VI. Indirect Construction Costs 


Construction.Power 

Construction Equipment 

Camp and Commissary 

8u tendence, Timekeepers, 
lerks, ete 


ce, 
Contractors’ 








3, 825, 967. 51 








(164, 718. 18) 
— 


$(83, 907. 
(20, 920. 
(29, 652. 7 
(18, 894. 41) 


(16, 343. 68) 


(164, 718. 18) 





(6, 810. 37) 


(16, 632. 14) 
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NEW ENGLAND POWER COMPANY (PROJECT NO. 194—VERNON)—Continued 


ACTUAL LEGITIMATE ORIGINAL COST AS OF JANUARY 1, 1938 


Allowed costs 
| 


Licensees’ | Adjustments| Before re- After re¢- 
Account title claimed to claimed | classifications} classifications 
cost | cost and distri- | and distri- 


bution of | bution of 
Ind. & O. H. Ind. & O. H, 


VIII. Earnings and Expenses 


80 | Earnings and Expenses During | | 
Construction (Net) | (1, 509. 73) 4, 553. 87 3,044.14 


Total Indirects, Overheads 
and Net Earnings and Ex- | 


| 
| 
| 
| 


(73,744.91); 802, 142. 53 | 


Total Original Cost of Project 


as of Jan. 1, 1938 | 4, 701,854.95 | (238, 463.09)| 4, 463, 391. 86 4, 463, 391. 86 
| 








SUNRAY MID-CONTINENT OIL COMPANY, G—12211; BUFFALO OIL COM- 
PANY, G—12214; WARREN PETROLEUM CORPORATION, G—12215; UNITED 
GAS PIPE LINE COMPANY, G-—12270 


ORDER MODIFYING AND AFFIRMING INITIAL DECISION OF. PRESIDING EXAMINER 
(Issued May 9, 1958*) 
Syllabus 


1. ,Under the principles laid down in the Seaboard and Signal cases, there. is no 
substantial evidence to establish that the producers’ proposed price is 
excessive or that a rate condition is otherwise required by the public 
convenience and necessity. P. 619. 

2.. Evidence introduced by applicants does not support the issuance of certifi- 
eates of limited duration. P. 619. 

3. Commission issues certificates of publie convenience and necessity to appli- 
cants under Section 7 of the Natural Gas Act.  P. 636. 

Chairman KUYKENDALL and Commissioner STUECK concurring. 
Commissioner CoNNOLE concurring in part and dissenting in part. 
Dale FE. Doty, Robert M. Scott and James C. Denton for Sunray Mid-Continent 

Oil Co. 

Jerome J. Dick for Buffalo Oil Co. 


Lambert McAllister, Francis J. Walsh and Arthur F. Whitt for Warren 
Petroleum Co. 

Vernon W. Woods, W. O. Crain, George D. Fiser and C0. H. Lewis for United 
Gas Pipe Line Co. 


Robert L. Russell and John Paul Geneau for the staff of the Federal Power 
Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 

These proceedings, which arose under Section 7 (c) of the Natural Gas Act 
(Act), are before us on exceptions to the presiding examiner’s initial decision 


*Initial decision appears on p. 621. Rehearing denied by order issued June 21, 1958, 
Affirmed, 267 F. 2d 471, cert. granted 361 U.S. 880. 
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Yssued herein on February 3, 1958. They involve applications for certificates of 
public convenience and necessity filed by three independent producer natural-gas 
companies, Sunray Mid-Continent Oil Company (Sunray), Buffalo Oil Company 
(Buffalo), and Warren Petroleum Corporation (Warren), and one pipeline 
natural-gas conipany, United Gas Pipe Line Company (United), The producers 
request the Commission to authorize sales of natural gas from the Ridge Area 
in Lafayette and Vermilion Parishes, in southern Louisiana, to United; and 
United requests permission to build some six miles of 8-inch line and related 
facilities to receive delivery of the gas. The initial proposed price for the sales 
to United is 20.5 cents per Mcf, plus 1 cent for tax. 

The presiding examiner held that the requirements of public convenience 
and necessity had been met with respect to the authorizations requested and 
that certificates should be issued therefor. On the two main issues in the case 
he held, first, that no rate condition should be attached to the producers’ certifi- 
cates, rejécting staff's recommended condition which would reduce the price to 
18 cents. Second, he held that the certificates issued to the producers should 
be of unlimited duration, rejecting the requests of Sunray and Buffalo’ that 
their certificates should be permitted to expire automatically in accordance 
with the provisions of the gas sales contracts. 

We agree with these determinations of the presiding examiner and conclude 
that his decision should be affirmed. As to attaching rate conditions to the 
producers’ certificates, we are of the view that this case comes within our 
holdings in opinion No. 309 in the Seaboard case.2 The evidence and arguments 
Yelied on by staff counsel to support the imposition of rate conditions here are 
similar to those discussed in Seaboard and are subject generally to the infirm- 
ities detailed in that opinion. Under the principles laid down there and in the 
Signal case,? there is no substantial evidence to establish that the producers’ 
proposed price is excessive or that a rate condition is otherwise required by the 
public convenience and necessity. Nor is there substantial evidence to support 
a finding that staff's proposed condition is reasonable, within the meaning of 


Section 7 (e) of the Natural Gas Act. Further, as we said in the Seaboard 
ease (19 F. P. C. 416): 


The: proper administration of the Act demands a close adherence to the 
intended scheme of the statute; and the. several objectives of the Act can 
best be achieved by following the channels specifically designed for the 
attainment of each. So that, although in a proper case the element of price 
may be considered in passing on a certificate application under the Act, the 
principal place for the consideration of matters of rate level is in rate 
proceedings. 


Since the examiner’s decision was issued prior to our Seaboard opinion, that 
decision should be modified to accord herewith and as so modified should be 
affirmed on this issue. 

Likewise, we conclude that the presiding examiner correctly rejected the pro- 
ducers’ request that the certificates issued them be of limited duration, con- 
forming to the term of the sales contract. Whether a certificate should be 
issued under Section 7 for limited duration and if so, the extent of the term, 
are questions to be determined in application of the statutory standards of this 
section, including the requirements of public convenience and necessity. The 


1 Warren does not make such a request. 

2 Opinion No. 309, issued March 31, 1958, In the Matters of Seaboard Oil Company, 
Operator, docket No. G—11970, et aj, 19 F. P. C. 416. 

3 Signal Oil & Gas Co. v. F. P. O., 238 F. 2d 771 (CA 8), cert. den., 353 U. S. 923. 
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presiding examiner holds, in essence, that the evidence adduced by Sunray and 
Buffalo in this case does not substantially support the issuance of certificates 
of other than unlimited duration. This holding also we affirm. 

The issues raised by the parties’ exceptions and not discussed here are gen- 
erally, to the extent material, dealt with in the presiding examiner’s decision. 
All such exceptions are without substantial support in fact or reasonable basis 
in law. We find no merit to Sunray’s claim that in issuing a certificate we 
cannot depart from a time limitation proposed by an applicant. Section 7 (e) 
permits the attachment to certificates of such reasonable terms and conditions 
as public convenience and necessity require. The conclusion of the examiner on 
this point is supported by the observations of the Tenth Circuit in Sunray 
Mid-Continent Oil Co. v. F. P. C., 239 F. 24 97 (1956), reversed and remanded 
on other grounds, 353 U. 8. 944 (1957). The Tenth Circuit held that while the 
Commission has authority to issue certificates of limited duration, it is not 
required to do so. If the Commission is to have the power to protect the public, 
the Court said, it must be able to prevent abandonment, and the burden to sup- 
port a limitation of term in a certificate is upon the applicant. In addition, 
Section 7 (e) empowers us to authorize “the whole or any part” of the operation, 
sale, service, etc., covered by the application. Where, as here, the applicant has 
failed to sustain its proposals in their entirety, we may properly authorize only 
the proposals sustainable under the facts and the law. 

Since all the material issues in this case are fully discussed in the parties’ 
briefs, the presiding examiner’s initial decision and the exceptions thereto, no 
useful purpose would be served by affording oral argument and Sunray’s motion 
therefor should be denied. 


The Commission orders: 


(A) Consistent with this order, the initial decision of the presiding examiner 
issued February 3, 1958, in the above-entitled proceedings is hereby affirmed as 
of the date of issuance of this order and the exceptions to that decision are 
hereby denied. 

(B) Sunray’s motion for oral argument filed herein on February 24, 1958, 
is hereby denied. 

Chairman Kuykendall and Commissioner Stueck concur in the result for the 
reasons set forth in their separate statements issued with Opinion No. 309, 
In the Matters of Seaboard Oil Company, Operator, et al., Docket Nos. G—11970, 
et al. Commissioner Connole concurring in part and dissenting in part. 


ConnoLe, Commissioner, concurring in part, dissenting in part: 
The prices which the independent producers propose herein to charge United 
for gas in the Ridge and North Leroy Fields are considerably higher (in fact 
about double) any price paid by United in southern Louisiana which has 
actually been approved by this Commission. Such price is more than 4 cents per 
Mcf higher than that being received by Sunray and Buffalo in the South Duson 
Field in the same producing area. Such price is as high as any price yet 
agreed upon between any buyer and any seller in the south Louisiana area. 

In the face of these facts the burden on Applicants to show that the public 
convenience and necessity requires the sale at these prices is heavy. .The 
Examiner concluded, quite inevitably I believe, that as a matter of law this 
burden rested on the Applicants, that the burden was not on this Commission 
or any intervenor to prove that the public convenience and necessity did not 
require it. With this conclusion I am in agreement. 

For reasons which no longer have any novelty, and I fear, have little 
persuasive force among my brothers, I dissent from the assertion of majority 
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that Applicants have discharged their burden on this record. What these 
reasons may lack in novelty or persuasiveness, however, I believe they more 
than make up in force and validity. Consider my dissent to the order in Re The 
Superior Oil Company, et al, G-12121 et al, 19 F. P. C. 427, issued today, for 
an example of the consequences of disregarding the principles I urge and the 
practical necessities which demand their adoption if meaningful regulation is to 
continue. See also my dissent in Re Seaboard Oil Company, et al, G—11970 et al 
for a fuller statement of my position. 

I agree that the Examiner correctly rejected the producer’s request that the 
certificates issued to them be of limited duration, conforming to the terms of the 
sales contract. With as much of the order that so concludes, I concur. 


DECISION 
UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued February 3, 1958) 


Maks, Presiding Examiner: These are proceedings pursuant to the provisions 
of Section 7 (c) of the Natural Gas Act (the Act). Applications for certificates 
of public convenience and necessity pursuant thereto were filed, respectively, by 
Sunray Mid-Continent Oil Company (Sunray), in Docket No. G—12211 on March 
11, 1957, by Buffalo Oil Company (Buffalo), in Docket No. G—12214, on March 
13, 1957, by Warren Petroleum Corporation (Warren), in Docket No. G—12215, 
on March 13, 1957, and by United Gas Pipe Line Company (United), in Docket 
No. G—12270 on March 22, 1957. Each of the applicants sought authority to 
render the services described therein which are more particularly hereafter 
delineated. 

Notice of the filing of the applications above described and of their consolida- 
tion for hearing purposes (which, incidentally, fixed a date on or before which 
protests or petitions to intervene might be filed) was duly published, and was 
served upon all interested parties of record. Thereafter, a notice setting the 
matter down for hearing was similarly published and served. Pursuant to such 
notice, the matter came on for hearing and was heard with the undersigned 
examiner presiding. So far as the record discloses no protests or petitions to 
intervene have been filed. 

At the conclusion of the presentation of evidence, counsel for United requested, 
in accordance with Section 1.30 (c) of the Commission’s Rules of Practice, the 
waiver of the intermediate decision procedure. That request was joined and 
concurred in by Sunray, Buffalo and Warren. Counsel of the Staff of the 
Commission neither concurred in the request nor took a position in opposition 
to it. The request was promptly submitted to the Commission for its considera- 
tion and disposition. Subsequently, the Commission denied the motion for the 
omission of the intermediate decision procedure. Thereafter, United and Sunray 
filed applications requesting that the Commission reconsider its order denying 
the motion for omission of the intermediate decision procedure. Later, the Com- 
mission issued an order denying the motion for rehearing. 

At the hearing the parties to the proceeding and the Staff of the Commission 
were afforded a full opportunity to present evidence, and subsequently they have 
had an opportunity to file briefs. 


THE EVIDENCE 


United Gas Pipe Line Company is a Delaware Corporation, having its prin- 
cipal place of business in Shreveport, Louisiana. United owns and operates a 
natural gas pipeline system situated in the states of Texas, Louisiana, Missis- 
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sippi, Alabama and Florida, through and by. means of which natural gas is 
transported out of the state in which such gas is produced through and into other 
states for the purpose of sale in interstate commerce for resale. The company is 
engaged in the transmission and sale in interstate commerce of natural gas for 
resale, and is a natural-gas company within the meaning of the Natural Gas 
Act. (cf. Docket. No. G—232, 3 F. P. C. 863, Docket No. G—214, 2 F. P. C..1040, 
and Docket Nos. G—1447, G—2119, G-—9547 and G—10592). 

Although United is a natural-gas company, the application filed herein at 
Docket No. G—12270 was filed under protest and without admitting the necessity 
of such filing but rather denying same, and United reserved the right to contest 
at any time and in any manner any ruling that such a certificate is required. 

In its application United sought authorization, if such were required, to 
construct a purchase meter station, 3.1 miles of eight inch pipeline and appur- 
tenant facilities beginning at a point in the Ridge area in Lafayette and 
Vermilion Parishes, Louisiana, and extending to a point on United’s 10-inch 
transmission line near Milepost 110 in said Lafayette Parish, “together with 
other facilities required from time to time to connect or to take additional 
deliveries from wells in said area.” As will more particularly hereinafter 
appear, those facilities would be used to transport natural gas produced in that 
area and purchased from the three other applicants herein, Sunray, Buffalo 
and Warren. 

The evidence discloses that United’s 10-inch transmission line, with which the 
proposed facilities would be interconnected, extends from the point of inter- 
connection in both an easterly and a westerly direction. Further east this line 
is interconnected with one of United’s 20-inch lines which continues on in the 
same direction. The latter line, in turn, is interconnected with United’s 30-inch 
transmission line which extends to Kosciusko, Mississippi. From the 30-inch 
line, sales are made for resale and for the purposes thereof there are inter- 
eonnected therewith other interstate transmission lines. By means of the 
foregoing pipeline facilities the gas which United proposes herein to purchase in 
the Ridge area from the other applicants would enter into United’s integrated 
pipeline system. All, or some, of the gas so purchased will be transported out 
of the state of Louisiana. Sunray, Buffalo and Warren have been so advised, 
and so understand. 

It is apparent from the foregoing that the sales of gas pursuant to the con- 
tracts between United and Sunray, United and Warren, and United and Buffalo, 
are sales of natural gas in interstate commerce for resale and are subject to the 
jurisdiction of this Commission. 

Upon motion made in open hearing, to conform it to the evidence, United’s 
application was amended to include authorization to construct and operate 
approximately three additional miles of eight inch pipeline which would extend 
from the terminus of the initial 3.1 miles of line to a central point in the North 
Leroy Field also in the Ridge area where another meter station would be con- 
structed. Thus there would be two central points of delivery, one in the Ridge 
and the other in the North Leroy Field. 

The Ridge Field was discovered in October 1955. To date seven wells have 
been drilled in the general Ridge area, of which 6 have resulted in gas comple- 
tions and the seventh was a dry hole. The North Leroy Field lies about three 
miles south of the Ridge structure but within the general Ridge area. It was 
discovered in March 1957 with the dual completion of a well drilled by Buffalo 
Oil Company. Up to the present time no other wells have been drilled in the 
North Leroy Field. 
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A witness for United’ estimated the presently known recoverable reserves: 
attributable.to the Sunray, Warren and Buffalo contracts in the Ridge Field: 
at 105,826,000 Mcf at 14.73 psia.. He attributed to the Buffalo Oil Company’s 
interest in the North LeRoy Field, 17,511,000 Mef at the same pressure base, 
The reserves for the Ridge and North Leroy Fields combined are thus estimated 
at 123,337,000 Mcf. The three gas purchase contracts involved in this proceeding 
cover about 7,000 acres, about 4,000 of which are in the Ridge Field and about 
3,000 in the North Leroy Field. 

There is a third field in the Ridge area, namely Duson, but United does not 
contemplate taking gas from that field and it, therefore, is not involved here, 
The contracts hereinafter referred to between United and Sunray and between 
United and Buffalo specifically except therefrom the gas reserves underlying 
contracts between those sellers and Transcontinental Gas Pipe Line Corporation 
in the South Duson Field. 

United’s witness testified that the Ridge and Leroy Fields were ina rather 
early stage of development.and that there could be expected an increased 
deliverability from additional drilling. 

United’s vice president in charge of its Gas Supply Department testified that 
the facilities described in United’s application are reasonably necessary to 
enable United to receive and transport the gas which it proposes to purchase 
in the Ridge Field. He estimated that the cost of the initial 3.1 miles of eight 
inch line and the purchase meter station and separator would be $110,614 and: 
testified that this estimate is representative of United’s current construction 
costs in the area. The costs of these facilities would be financed out of United’s 
current working funds. As has already been noted, it developed during the 
course of the hearing that United proposes to construct and operate such other 
facilities as may be required from time to time to connect or take additional 
deliveries from wells in the Ridge area. More specifically, United proposes a 
further extension of the eight inch line a distance of three additional miles to 
a central point in the North Leroy Field and a meter station at that point and 
the application was orally amended to include those facilities. Since these 
substantially represent a duplication of the originally proposed facilities, it is 
assumed that the cost of these latter facilities would be approximately the same 
as those described in the original application. 

From 263-billion in 1937, the demands upon United by its customers for gas 
have risen to a point where they now exceed one trillion cubic feet each year. 
In 1946 United delivered to its consumers some 406-billion cubic feet, in 1954 
and 1955, in excess of one trillion cubic feet each year and in 1956,. 1-trillion, 
247-billion cubic feet. Over the past 4 years United has supplied its consumers 
some four and one-half trillion cubic feet of gas. 

Because of this growth United has found it necessary through the years to 
follow consistently a policy of continually adding reserves by means of new gas 
purchase contracts. Sinee its customers are taking gas at a rate in excess of 
one trillion cubic feet a year, it is necessary continually to replace the amount 
so taken. While United does not attempt to maintain a definite ratio or rela- 
tionship between its total.reserves and the amount which it will need to supply 
its demands, it does make, as nearly as possible throughout the course of a 
year, purchases sufficient to offset the reserves consumed. To.do this an average 
of about 100 contracts are entered into each year. The testimony is that. the 
purchase. by United of the Ridge area gas is only one step better to meet 
United’s customer requirements. 

The applications of Sunray and Buffalo were filed under protest and were 
made, respectively, without prejudice to the right of the applicant to contest 
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in any form the validity of the Commission’s Order No. 174, as amended, or 
any part thereof, as to the Applicant or any of its sales, facilities or operations. 
In each such instance, however, the application states that the Applicant is able 
and willing properly to make the sale in accordance with the terms, provisions 
and conditions of its contract and in connection therewith to conform to the 
provisions of the Natural Gas Act and the requirements, rules, and regulations 
of the Commission thereunder if Applicant should be held subject thereto. 

In each such application, too, the Applicant asked that the Commission enter 
an order that the sale of gas as described therein is not within the jurisdiction 
of the Commission under the Act and that by the sale involved Applicant is not 
made a natural-gas company within the meaning thereof, or in the alternative, 
that the Commission issue to the Applicant a certificate of public convenience 
and necessity authorizing the sale of gas covered by the contract to the extent, 
and only to the extent, that such gas is transported in interstate commerce for 
resale for the remainder of the term of said contract and as it may be renewed 
or extended, and that said certificate provide for its own expiration on the 
expiration of the said contract term so as to authorize Applicant to cease the 
delivery and sale of gas thereunder at that time. Each of those contracts 
recited that “Applicant is informed and therefore alleges that Purchaser will 
transport this gas in interstate commerce.” 

Warren’s application, too, recited that “Applicant is informed and believes 
that United Gas Pipe Line Company will cause said gas to be transported in 
interstate commerce for resale * * *.” 

Except for the reservation relating to gas produced in the South Duson Field, 
each of the contracts covers all lands, leaseholds and units or parts thereof 
owned by seller in the area and, except for such reservation, each of the three 
contracts appear to be identical. Each is dated January 1, 1957, and provides 
that it shall remain in force and effect for twenty years from the date deliveries 
are commenced or the date buyer becomes obligated to commence making pay- 
ments. Each provides also that in the event that either the Buyer or the Seller 
shall be issued a certificate which is unacceptable to it, then the contract shall 
terminate. 

Each of the contracts provided that aside from any adjustments subsequently 
provided for the price paid Seller by United per Mcf during the first five-year 
period would be 20.5¢, during the next succeeding five-year period 21.5¢, during 
the third five-year period 22.5¢, and during the fourth five-year period 23.5¢. 
Thereafter, while the contract remained in effect, the price was to be 24.5¢. 
The Buyer agreed to reimburse the Seller for gathering taxes up to but not to 
exceed the amount of such taxes levied at the date of the execution of the 
contract. In addition, Buyer agreed to reimburse Seller for %ths of the amount 
of any new or increased taxes. 

It was further provided that the base price as set out above would be subject 
to adjustment either up or down in inverse proportion to changes in the 
purchasing power of the dollar, the computation to be based upon the United 
States Department of Labor Index of Wholesale Prices of Commodities Other 
Than Farm Products and Food, such prices for the period 1947-1949 being 
taken as 100. A formula was provided for the purposes of the calculation. 

Additionally, it was agreed that Seller might request a redetermination of the 
price to be applicable for each of the respective periods set out above. For the 
purpose of redetermining the price, “the parties hereto shall determine the 
three highest prices, each of which shall be the weighted average price (weighted 
for time only) that the respective contract provides will be paid during the 
respective period under consideration by three (3) separate purchasers (includ- 
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ing Buyer) to producers for gas for transportation or resale in interstate com- 
merce in arm’s-length agreements between non-affiliated companies, and covering 
gas to be produced from fields lying wholly or partly within those Parishes in 
the State of Louisiana lying south of a line formed by the northern boundary 
of Beauregard, Allen, Evangeline, St. Landry and Pointe Coupee Parishes and 
west of the Mississippi River. The agreements selected shall each provide for 
deliveries of gas in daily quantities approximating between fifty per cent (50%) 
and one hundred fifty per cent (150%) of the quantities provided herein, over a 
similar: length of time and upon substantially the same terms of quality, 
measurement and delivery provided herein, and the redetermined price shall 
be the arithmetical average of such three (3) highest prices.” 

The contracts do not contain what are popularly known as “favored nations” 
clauses. 

Buyer agreed to take or pay for whether taken or not, during each “contract 
year” quantities of gas at least equal to the Annual Minimum Quantity during 
such contract year, and during each month throughout each contract year a 
quantity not less than one-twenty-fourth (444th) of the Annual Minimum 
Quantity in effect for the contract year. By Annual Minimum Quantity was 
meant a “quantity of gas per contract year equal to the product of 
45,625/1,000,000 times the quantity of Seller’s gas reserves,” such reserves to be 
determined in accordance with the provisions of the contract. 

United’s evidence shows that in the ordinary instance when a natural gas 
producer or operator tells United that he has gas for sale, (presumably in a 
new field which has no dominant producer) United offers “the best price we 
have” and that substantially ends the matter. But when it comes to “something 
special like this, we might dicker a little bit on the price.” In this instance the 
dickering covered a period of about three months. In the first discussions 
between United and the producers United's negotiator suggested. a price of 
9 cents, but he then “knew that was a very foolish offer.”1 The first serious 
offer was 18% cents. This, United’s: witness who made the offer thought was 
a “good round figure” and one which was competitive at the time. “However, 
when it came time to close the deal [something less than three months later] 
18% cents was no longer competitive.” In so short a time the competition had 
radically changed and the witness said, “we had to make a deal at what we 
thought was a competitive situation at that time.” 

Again, United’s negotiator “knew” immediately after suggesting the 18% cent 
price that United would not be able to buy the gas at that price. Someone 
then suggested a price of 20 cents. United was thinking in terms of a contract 
with all three of the producers. If United could buy only one-third of the 
reserves it would not have been nearly as attractive a proposal to the buyer. 
As has been noted, there were 7000 acres involved and the very size of the 
acreage exerted a stronger influence on the price than anything else. Thus, it is 
seen that two or more producers combining their reserves, or acting jointly, or 
simply acting in unison as these producers appear to have done, may result in a 
deal which is more attractive to the pipeline company and more profitable to the 
individual producers. 

Sunray, it appears, did not care to seil this Ridge gas in the package in which 
United wanted to purchase it and did not agree to the 20 cent proposal. 
United’s witness said, “We wanted the gas, it was well located, it was a good 
reserve.” Witnesses for Sunray and Buffalo said that there were others who 


2 Staff counsel does not agree that this was a “foolish” offer. (Staff Brief page 13 fn.) 
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“were ‘making offers to purchase 'their portion of the gas;“that there were a 
number of factors which lead to the decision to.sell the'gas to United. One’ of 
ithe other offers provided an average’ price approximately the same but an initial 
price substantially lower. Another, offered terms identical with those of United. 
Other ‘things being equal, the latter’: was chosen by the sellers because of a 
long history of satisfactory dealings between Sunray and United and the 
proximity of United’s lines to the wells. 

The initial price of 2042 cents per Mcf was agreed upon with Sunray with 
the understanding that United would be able to purchase all of the gas of all 
three producers. 

The testimony was that offers of higher’ prices’ have since beén heard in the 
area }:and Sunray’s: witness said that he had no: reason to believe that prices 
in the area would do anything but go up as long as there is the free. ) ging: of 
supply and demand. 

United’s witness considered the price agreed upon a very “competitive” price. 
The basis for this conclusion was that there is:a contract on file with: the 
Commission: (in: the: Rayne Field in Southern Louisiana). in which the rate starts 
at,22.6 cents per Mcf plus 1.8 cents tax. There are other contracts on file com- 
mencing at 21.5 cents per Mcf plus ‘1.3 cents tax. : Contracts starting withi20% 
cents per Mef plus 1.3 cents tax, the witness said, have been “approved” by ‘the 
Commission.? 

Some of the areas involved in those contracts are within 100-150 miles of the 
Ridge Field, and they include off-shore fields: ‘ 

There are five or six: pipeline companies. in this area actively trying to buy 
gas, and in addition,:two others are coming’in: As recently as four years ago 
pipeline companies, would purchase some reserves and then wait fora’ consider- 
able-period of time to buy more. The testimony is that that is not the way things 
are done today. There is keen competition between, pipelines to buy: gas. The 
prices these pipelines are willing to pay constitute the competition whieh United 
must; meet. ; Despite this situation; however, United’s witness felt that when it 
came.to ‘trading; both' sides; that is United on the one hind and the producers 
on the other, “started even:” 

The larger the reserve available the more attractive the purchase is to the 
pipeline, and the higher the price which the pipeline is willing to pay for the 
gas. The largest reserve then; which brings. the highest price, establishes the 
area price. United then offers the same price to the other smaller producers 
in the area regardless of the size of their reserves. The reasoning behind this 
appeared to be that ‘the next*time we meet that small producer,’he may be 
the one who has the largest reserve, “and he will do business with us.” ‘To 
which might have been added, “at the highest price such larger reserves will 
bring.” 

The testimony indicates that the price which a pipeline company is willing 
to pay to procure such sizeable reserves is not limitless despite the fact that 
five or six others are also anxious to acquire them. United’s witness was 
emphatic in the opinion that “we couldn’t have bought it any cheaper than that.” 
He said that he thought the transaction would have fallen through if the pro- 
ducers had. not been willing to accept the 20% cents plus price. 


2 The references were to Continental Oil Company et al., Docket No. G-—11024, et al., 
Order fssued June 24, 1957, 17 F. P. C. 880, Commissioner Connole dissenting; Southern 
Natiral Gas' Co. et al., Docket No. G—-11234 et al., Order issued July 12, 1957, 18 F. P. C. 
38, Commissioner Digby concurring and Commissioner Connole dissenting. 
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‘As. has been noted, these gag. sales contracts contain “redetermination; pro- 
visions” rather than “favored-nations” clauses. The redetermination. clauses 
contained in these contracts will not trigger any of United’s other contracts. 
United’s witness stated that .he.did not know whether the prices set: out':in 
these contracts would trigger the “favored nations” contracts of others, but 
“imagined” that any such contracts would already have béen triggered by con- 
tracts entered into at higher peices. and filed with this Commission in recent 
months. 

United’s witness concedes that the prices here involved could be brought into 
play’ under the redetermination clauses but said that “since there are already 
contracts higher than this one”, he did not believe that it would have any effect. 
He said that he did not beliéve that he could have bought the gas unless there 
had been included ‘a redetermination clause. 

Evidence subsequently presented ‘by United was to the effect that price 
redeterminations had already been ‘made with respect to all contracts United 
has for the purchase’ of* givs*ir’ ‘the ' Duck Lake Field (sales which appear on 
Schedule 3 and of thé’ Staff's exhibit™referred to below, infra)’ and that 
there was used for the purposes of such redeterminations a price of 20.6 cents 
appearing in a contract for the purchase of gas in the Erath Field, and 21.4 
cents arising from the Catco contracts. Thus, a redetermined price of 22.2 cents 
including tax reimbursément' was arrived at. It will be seen that as a conse- 
quence the operation of the redetermination clause in the independent producer 
contract here involved would have no appreciable effect. Of course, the Com- 
mission may find unreasonable the Erath and Catco rates, but it may equally as 
well reach a similar conclusion with respect to any redeterminations made under 
the contracts involved in this proceeding. 

As bearing upon the “question as to the highness of the initial price, ” which 
will be discussed more fully later on, the Staff presented evidence through a 
Supervising Engineer in the Bureau of Rates and Gas Certificates. The witness 
sponsored a document entitled “Summary of Certain Provisions of F. P. C. Gas 
Rate Schedules in Specific Parishes in Sonth Louisiana as of September 15, 
1957.” The exhibit was intended to show “all the rates on file with the Com- 
mission as rate schedules” as of that date which had become effective? It did 
not include contracts which had simply been filed along with Section 7 (c) 
applications, 

The exhibit consisted of three schedules. The first was a summary of all the 
rate schedules on file with the Commission (as explained above) on the date 
stated in Acadia, Cameron, Iberia, Lafayette, Jefferson Davis, St. Landry, St. 
Martin and Vermilion Parishes, Louisiana. Among those parishes are, of 
course, the two in which the Ridge area lies. The reason for the choice of these 
eight parishes was simply to make a comparison of the rates being paid in the 
surrounding area as compared with those proposed in this proceeding. The Staff 
witness said that no contracts covering off-shore sales were on file with the 
Commission as rate schedules. The rates shown were those in effect on Septem- 
ber 15, 1957, except for those involved in Section 4 (e) proceedings in which 
instances there were shown the rates which were effective before suspension or 
before the suspended rates became effective subject to refund. The highest 
rate appearing in the tabulation was 11.15 cents per Mef. 


The highest price being paid by United in each of the eight parishes included 
were shown to be: 


‘*8-The witness defined “effective” as the rate which the Commission has allowed to be 
charged, but subject to any conditions which may be attached. 
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Cents Cents 
BEERS TOED ep eee ee CL 10. 00 Jefferson Davis.............. 10. 00 
RN iui oc oles... 10. 30 eR I ons ciainnrn coccaeneesmieile 8. 65 
PM ie dieke Reet tind 10. 00 Ee 10. 30 
Bafayotte. .......6cc-ctecces 10. 00 NIN os aha sth ctesrenteenseuees 10. 30 


Thus, the highest price being paid by United to anyone for gas in any of the 
eight parish areas as of September 15, 1957, was 10.3 cents per Mcf. 

A second schedule was a summary of certain provisions of F. P. C. Gas Rate 
Schedules in specific parishes in South Louisiana providing for a rate higher 
than 11.15 cents per Mcf. Exclusive of those here under consideration those 
rates range between 12.5 cents (contract dated September 1, 1943) and 21.4 cents 
(contract dated November 14, 1956). The purpose of this schedule was to show 
in greater detail the delivery conditions and it indicated, the Staff witness said, 
that there is no relationship between the delivery conditions and the price. 

The highest price being paid by any buyer to Warren in the eight parish 
areas was 17.8 cents per Mcf, the highest to Buffalo, 17 cents, and the highest 
to Sunray, 17.8 cents. Buffalo and Sunray are receiving from Transcontinental 
only 17 cents per Mcf for the gas the latter is buying from them in the South 
Duson field, which is in the Ridge area (supra). 

A third schedule reflected rate schedules containing redetermination clauses 
for southern Louisiana which may be affected by the rate proposed in the 
within proceeding. 

During the calendar year 1956, United purchased in the State of Louisiana 
522,507,946 Mcf at a total cost of $55,552,501, or an average cost of 10.62 cents 
per Mcf at 14.9 psia. United’s system-wide sales in that year were 1,246,905,960 
Mcf. The total cost of the gas sold was $132,540,646.08, an average of 10.063 
cents per Mcf. 

The Staff witness testified‘* that: 


The purpose of Exhibit No. 4 [the document described above] is to 
present the only evidence presently available to the Staff of the Commission 
which indicates that the attachment of a rate condition to any certificate 
issued herein would be in the public interest. * * * The Staff does not 
adopt, by this presentation of evidence, a field price approach to the 
problem. However, in the absence of any cost data in this record, the Staff 
is compelled to introduce the field price study as the only evidence avajlable 
to it which is relevant and material to the problem. 


While the data thus presented by the Staff reveal that the highest rate in 
the area which has actually been approved by the Commission as a reasonable 
rate is only 11.15 cents per Mcf, substantially higher rates have been agreed 
upon between buyer and seller, (in presumably no less equally arm’s-length 
transactions), in other contracts for the purchase and sale of gas in the area 
covered by the Staff’s exhibit. A number of such contracts have been filed with 
the Commission as initial rates for the suspension of which by the Commission 
no provision is made in the Act. Some were filed along with applications for 
certificates of public convenience and necessity upon which the Commission has 
not yet acted. The Commission has in at least two instances (Southern Natural 


* Objections to the questions having been sustained, Staff counsel offered to prove among 
other things that in “the considered judgment * * * [of the Staff witness] the precise 
price af which any certificates issued in this proceeding should be conditioned to, should 
be 18 cents per Mcf” and that the data in the Staff’s exhibit “indicates that the publie 
convenience and necessity requires the sale of gas involved in the instant proceeding at 
af initial price no greater than 18 cents per Mcf.” 


FEDERAL POWER COMMISSION 629 


Gas Company et al., Docket Nos. G—11234 et al., order issued July 12, 1957, and 
Continental Oil Company et al., Docket Nos. G—11024 et al., order issued June 
24, 1957, supra p. 626) issued such certificates without any condition affecting the 
initial price contained in the producer contracts. In one such instance the 
beginning price was 20.5 cents per Mcf plus 1 cent tax reimbursement and in the 
other, it was 21.4 cents. 


CONSIDERATION OF THE ISSUES 


In pertinent part, Section 7 (e) of the Act provides that : 


* * * a certificate shall be issued to any qualified applicant therefor, 
authorizing the whole or any part of the operation, sale, service, construc- 
tion, extension, or acquisition covered by the application, if it is found that 
the applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Act and the 
requirements, rules and regulations of the Commission thereunder, and that 
the proposed service, sale, operation, construction, extension or acquisition, 
to the extent authorized by the certificate, is or will be required by the 
present or future public convenience and necessity: otherwise such appli- 
cation shall be denied. The Commission shall have the power to attach to 
the issuance of the certificate and to the exercise of the rights granted 
thereunder such reasonable terms and conditions as the public convenience 
and necessity may require. 


It is clear from the evidence that the applicants, and each of them, is able 
and willing properly to do the acts and to perform the services proposed and 
to conform to the provisions. of the Act and the Commission’s rules and regula- 
tions thereunder. The question remains whether the construction and operation 
proposed by United and the sale by the other applicants, respectively, are or 
will be required by the present or future public convenience and necessity and 
upon what, if any, conditions. 

It is contended by the applicants and conceded by Staff counsel that, aside 
from any questions as to the highness of the initial price at which the gas is 
proposed to be sold and delivered by the independent producers to United, and 
absent any question as to the grant of limited certificates to Sunray and Buffalo 
as requested, the evidence of record herein amply supports the findings necessary 
to the issuance of the certificates sought herein. Only two basic issues then 
remain. First, does the present or future public convenience and necessity 
require the construction and operation of the facilities proposed by United 
and the sales of gas proposed by the producer applicants at an initial price of 
21.5 cents per Mcf inclusive of tax reimbursements, and, second, does the public 
convenience and necessity require that the certificates which might be issued to 
Sunray and Buffalo be limited in point of duration. 

Before reaching those questions, however, two subsidiary issues raised by 
Sunray require consideration. Counsel for that applicant raises no question as to 
the Commission’s authority to attach conditions to any certificate issued to it 
in this proceeding and concedes that such conditions may even authorize some- 
thing different from that which is proposed in the application, but only “so 
long as that condition does not require investment of the capital assets of the 
applicant in addition to that which the company has determined to invest,” and 
cites in support of that position Central West Utility Co. v. Federal Power 
Commission 247 F. 2d, 306. It is contended that: “There is no difference in that 
case and the instant one.” With that view the examiner is unable to agree. 
Here the conditions would, and could, attach only to the project proposed in 
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Sunray’s application. No condition has, been suggested, and none can_be ,con- 
ceived of, Which would result in Sunray receiving anything‘less thereunder than 
it would have if the application were denied. The freedom of management to 
exercise its ‘bést judgment regarding the terms and provisions upon which it 
will devote its asséts will have been exercised when it accepts or declines what- 
ever certificate may be issued herein conditioned as to best protect, in the 
opinion of this Commission, the public interest. 

Again, Sunray does not question that it (along with the other applicants) 
has the burden of establishing that that which it has proposed in its application 
is required..by the public convenience and necessity in order:to obtain a ‘certifi- 
cate therefor., But that applicant. contends that ‘one who opposes the issuance 
of a certificate which will authorize that which is proposed in the application 
on the ground that the public convenience and necessity requires the imposition 
of a condition which will result: in something different, has the affirmative 
burden of establishing, by substantial evidence, that which it claims is required 
by the public, convenience and necessity. Such:a contention seems to assume 
that the determination of the. question, whether the: proposed service, ‘sale, 
operation and construction is or will be required by the present or future public 
convenience and necessity is a determination entirely ‘separate distinct and 
apart from:.the. determination of the reasonableness; from the standpoint of 
public convenience and necessity, of the rates proposed to: be charged. Even on 
that hypothesis the Commission has held the contrary in many ‘instances. 
(cf. Alabama-Tennessee Natural Gas Company, Order July, 2, 1948, 7 F. P..C. 
251, Opinion issued May 1, 1952, 11 F. P. C. 75.) In most instances, however, a 
determination has been made of the public convenience and necessity treating as 
an element thereof the inherent reasonableness of the rates which will evolve 
as a result of the issuance of the certificate. That is considered to be the 
determination required here, and no less a burden rests. upon the applicants 
with respect thereto than with respect to any of the other factors going to make 
up the public convenience and necessity. The burden of proof is upon United, 
Sunray, Buffalo and Warren to prove that the present and future public con- 
venience and necessity will be served by the authorization of the sales involved 
at the rates and upon the terms and conditions fixed in the gas purchase 
contracts. 

That the Commission has the duty to inquire into proposed rate structures for 
the purpose of determining the economic feasibility of a proposed project and 
the economic effect upon the applicant’s service of such proposed structure as 
well as the right to impose rate conditions consistently therewith seems never 
to have been questioned. The record here, however, discloses no evidence of 
the cost to United of the service which it proposes to render by means of the 
facilities here involved. Nor is there evidence that the rates which the other 
applicants propose to charge and the consequent cost to United would adversely 
affect the economic feasibility of the proposed facilities and service or the rates 
heretofore charged by United to its customers. The Staff witness testified that 
he made no calculation to determine what the effect of the proposed prices 
would be on United’s ultimate consumers. It is clear that if there is taken into 
account the comparatively small volumes of gas involved here at the higher 
prices the difference between the average cost of gas to United before and after 
receiving this gas would not be of particular consequence in its effect on United’s 
sales. 

‘ The right of the Commission in pipeline certificate proceedings to weigh in 
the public interest the impact of specific rates upon consumers or to test the 
éxtent to which discrimination might result from the rate proposed and to 
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imposerate conditions in ‘certifieates issted not only has admiinistrativ2’ prece 
dent but judicial sanction.5 

Betauise the economie and othér conditions inherent in independent producer 
cértificate” proceedings ‘differ substantially from those in pipeline certificaté 
cases the Commission’ has not’ deemed it prudent’ in’ every such instance to 
expend the time required to resolve rate issues at this stage, nor has it found it 
practical to inquire into the reasonableness of producer rates, charges and 
classifications in all producer certificate proceedings. 

But the Aet does not restrict the exercise, by the Commission of that discretion 
which is requisite to its determination, of the requirements of public convenience 
or necessity. It does not require that each producer-applicant must. establish 
as an indispensible prerequisite to the grant of a certificate of public convenience 
and necessity to sell natural gas in interstate commerce for resale, that the 
price, terms_and conditions under which such sale shall be consummated shall be 
the lowest reasonable rate, nor does it impose upon the Commission a firm duty 
in any certificate proceeding to prescribe as an initial rate schedule the lowest 
reasonable rate provided for in Section 5 of the Act. Anthony J. Tamborello, 
et al., Docket No. G—3045, Opirtions Nos. 287 and 287—A. 

In many instances the Commission has been content presently to disregard 
provisions of contracts which have been held not to be in the public interest 
relying upon its authority subsequently to pass upon the consequences thereof. 
(cf. Lexia Buchanan et al, Docket No. G—3864, order issued July 1, 1955; Lenor 
M. Josey, Inc., et al., Docket No. G—8709, order issued September 13, 1955; 
Albert Plummer, Docket No. G—2578, order issued September 29, 1955; Alabama- 
Tennessee Natural Gas Company et al., Docket No. G—2534, order issued Septem- 
ber 23, 1955; Anthony J. Tamborelio, Opinion No. 287 issued November 23, 1955, 
14 F. P. C. 123.) 

In Alabama-Tennessee Natural Gas Company et al., Docket No. G—2534 inter- 
veners contended that the initial rate sought in a certificate proceeding by the 
independent producers was too high. The price was determined by arm’s-length 
bargaining. While the Commission concluded that the initial cost of gas from 
the proposed southeastern Louisiana source was not so‘high as materially to 
affeet the overall cost of service of the buying pipeline, it warned “* * * our 
action herein ‘is not to be construed as an approval or disapproval of the 17-cent 
initial rate.” 

In that casé, interveners also contended that “since the escalator clauses 
contained in the independent producer contract are of the type which were found 
not in the public interest in the Commission’s Order 174—B * * * the Commission 
should grant their motion to strike the independent producer contracts from 
the record in these proceedings. The clauses compldined of can only become 
operative in the event of a future filing proposing an increase in rates over and 
above the initial rate.” 

It is, however, necessary for the Commission to have before it in deciding 
a producer certificate application the basic facts as to the rates to be charged, 
If on the basis of such evidence, it appears to the Commission that examination 
into the justness and reasonableness of a specific rate of an independent pro- 
ducer in a certificate proceeding is required, there is ample authority in the 


5 Transcontinental Gas Pipe Line Corporation, 9 F. P. C. 32, 50; United Gas Pipe Line 
Co. et al, 10 F. P. C. 35, 69; Arkansas Louisiana Gas Co. v. Federal Power Commission 
113 FP. 2d, 281, 283-284; Alabama-Tennessee Natural Gas Company vy. Federal Power 
Commission, 203 F. 2d, 494, 497; Panhandle Eastern Pipe Line Company v. Federal Power 
Commission, et al, U. S. Court of Appeals, District of Columbia Circuit, decided December 
4, 1957. 


SRE. alae W ET eree 






































632 FEDERAL POWER COMMISSION 


statute for appropriate inquiry to be made in that proceeding. Anthony J. 
Tamborello, supra. 

Staff counsel raises the question whether the instant proceeding is one in 
which the Commission should exercise its discretion through the attachment 
of a rate condition in accordance with its decision in Cities Service Gas Com- 
pany et al., Docket No, G-2569 e¢ al. (Opinion No. 288, issued November 28, 
1955, 14 F. P. C. 134). 

In that opinion, the Commission said : ® 


In this, a-preceeding upon a certificate application, Signal as applicant- 
seller has the burden of proving all elements of its application so that we 
may conclude that the service proposed is or will be required by the present 
or future public convenience and necessity. A vital element of such proof 
is concerned with the rates proposed. 


In that instance the applicants’ proposed rate was in excess of the “going 
field price” and it was contended by other parties that to permit the sale at 
that price would cause a radical disturbance of the status quo and result in 
great harm to the customers of public utilities purchasing gas in the area as 
well as injury to the public utilities themselves. In that proceeding the Com- 
mission said “* * * a precise determination is not required here since we do 
not purport to determine the just and reasonable rates within the meaning 
of Section 4.” 

It had there been suggested that rather than attach a condition to the 
certificate the Commission could immediately commence a rate investigation 
under Section 5 (a) of the Act. But it was pointed out by the Commission 
that such a method of approach would in the latter event place upon the 
Staff the burden of proving that the applicant’s rate or rates are unreasonable, 
and that it would entail a delay in the establishment of rates not inconsistent 
with the certificate. In its opinion (No. 288 supra) the Commission went on 
to say: 


In the face of admitted injury to many parties in this proceeding, we are 
convinced that a rate structure which has prevailed in this area for some 
time should not be disturbed without a showing more substantial than 
appears on this record that such a change is necessary and that the level 
to which the rates are proposed to be changed is itself just and reasonable, 
We find that the certificate applicants herein have failed to demonstrate 
that.a rate level of 12°cents per Mcf is necessary in the public interest or 
that the public convenience and necessity which requires the issuance of 
this certificate dictates a finding that a rate of 12 cents is necessary to insure 
the economic feasibility of the project. 


Upon proceedings in review of the action of the Commission, Signal rejected 
the binding effect on it of the cases heretofore cited, (supra, p. 631) pointing 
out that those cases concern pipelines and that Signal is an “independent 
producer.” Upon review the United States Court of Appeals for the Third 
Circuit said: 


* * * We fail to see how these differences are relevant to the issue of 
the Commission’s power to condition certificates under Section 7 (e). 
Signal Oil and Gas Co. v. Federal Power Commission, 238 F. 2d 771, 775. 


In Natural Gas Pipe Line Company of America, Opinion No. 299, issued 
December 4, 1956, 16 F. P. C. 80, the Commission said: 


* Chairman Kuykendall and Commissioner Digby dissenting. 
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In our opinion No. 288 [supra] * * * we madeit clear that the particular 
circumstances presented in each case are of decisive importance in deter- 
mining whether a condition like that imposed in the Signal case should be 
attached to the issuance of a certificate to a producer.? These circumstances 
include the extent to which a convincing showing has been made that as a 
result of the price proposed, the prices for other sales in the area in question 
will be increased, keeping in mind such relevant factors as the kind and 
quantity of gas sold, the degree of competition present in the area, and 
the extent to which the producer contract in question resembles the other 
gas sales contracts in the area. 


In its order issued July 12, 1957, in Southern Natural Gas Company, et al., 
Docket Nos. G-11234 et al., supra, the Commission ® issued certificates of public 
convenience and necessity to Southern Natural for the construction and opera- 
tion of certain facilities, and to six independent producers of natural gas to sell 
gas to Southern Natural for transportation and sale in interstate commerce 
without imposing conditions limiting the initial rates to be charged. 

It appears that in Continental Oil Company et al., Docket Nos. G—11024 et al., 
the initial price was 22.4 cents per Mcf (including one cent per Mcf for Louisiana 
gathering tax) escalating 2 cents per Mcf every four years. That price was 
higher than Tennessee was paying under any other gas purchase contract. It 
was there contended that if the proposed rate were allowed to stand it would 
establish a higher-price plateau in a new area to the detriment of the pipeline’s 
customers. The Commission found that the record contained insufficient evidence 
on which to base a finding that the public convenience and necessity required 
the sale of the gas at the particular rate level there proposed. In an order, 
dated April 22, 1957, issuing a temporary certificate the Commission concluded 
that, in the public interest, this crucial sale should not be permanently certifi- 
cated unless the rate level has been shown to be in the public interest. Com- 
pelling reasons prevented the Commission from postponing making the volume 
of gas available, however, until such time as the determination had been made. 
The Commission, therefore, issued only a temporary certificate. Thereafter, 
upon application for rehearing and reconsideration, the Commission on June 24, 
1957, issued a permanent certificate.® Concurrently therewith, however, the 
Commission instituted an investigation of the rates and charges of one of the 
independent producer applicants and called attention to the fact that similar 
investigations had already been instituted with respect to the rates of the 
other two. 

It is clear from the evidence presented herein that the prices agreed upon 
were arrived at in arm’s-length transactions, that the prices which the inde- 
pendent producers propose herein to charge United for gas in the Ridge and 
North Leroy Fields are considerably higher than (in fact about double) any 
price paid by United in southern Louisiana which has actually been approved 
by this Commission, that such price is more than 4 cents per Mcf higher than 
that being received by Sunray and Buffalo in the South Duson Field in the same 
producing area, that such price is as high as any price yet agreed upon between 
any buyer and any seller in the South Louisiana area. Furthermore, it should 
be noted that the period escalation clauses contained in the contracts have been 
found by this Commission (in order No. 174—-B) to be contrary to the public 
interest. 


* Footnote ® omitted here. 
* Commissioner Digby concurring and Commissioner Connole dissenting. 
*® Commissioner Connole dissenting. 
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The Commission has made it clear ‘that the reasonableness: of -independent 
producer rates cannot be established simply by producing contracts entered into 
at arm’s length and showing that the rates are no higher than those charged by 
others in.the area. It would. seem that the converse would also, be true. That 
is to say, the mere fact that the rates are higher than those United is paying 
in the area, or higher than the producers. are receiving. in the area, would not 
seem to establish the fact that such rates are unreasonable. Nor would it seem 
to follow that the inclusion of such rates in the contracts would, necessitate a 
finding that the present and future public convenience and necessity do not 
require the issuance of the certificate sought. 

It cannot be said here, as it was in the Signal opinion, supra, that to issue 
the certificates sought herein by the indepéndent producers without imposing 
thereon a condition limiting the price to something less than that fixed in the 
contracts will cause a radical disturbance of the status quo and result in great 
harm to the customers of the pipelines purchasing gas in the area, or to 
those pipelines. 

Neither can it be said here, as was contended in the Catco proceeding (see 
the Commission’s order of April 22, 1957, 17 F. P. C. 563) that if the rate here 
proposed were allowed to stand it would establish a higher-price plateau in a 
new area to the detriment of consumers. 

It is concluded, therefore, that the construction and operation of the facilities 
which United herein proposes to construct and operate and the sales of gas by 
Sunray, Buffalo and Warren to United in the Ridge area are or will be required 
by the present or future public convenience or necessity; and that thére should 
not be imposed upon the certificates issued to the independent producer appli- 
cants any condition or conditions fixing maximum rates to be charged there- 
under. On the other hand, the finding cannot be, and is not, mdde that either 
the initial or future rates set out in the gas purchase contracts between United 
and the several independent producers are just and reasonable within the 
meaning of Sections 4 and 5 of the Natural Gas Act. 

It should be pointed out, too, that unlike the Commission, the presiding 
examiner does not have the authority to institute investigations for the purpose 
of determining, as is contemplated by Section 5 (a) of the Act, just and 
reasonable rates. 

As has already. been recited (supra p. 624), as distinguished from United and 
Warren, Sunray and Buffalo seek certificates limited in duration to the 
remainder of the term of the contract in each instance and as such contract 
may be renewed or extended. Section 7 (b) of the Act provides in pertinent 
part that: 





No natural-gas company shall abandon all or any portion of its facilities 
subject to the jurisdiction of the Commission, or any service rendered by 
means of such facilities, without the permission and approval. of the Com- 
mission first had and obtained * * * 


Section 7 {b) is clearly not intended to be a restriction upon the powers 
granted in Sections 7 (c) and 7 (e), Sunray Mid-Continent Oil-Co. v. Federal 
Power Commission, 239 F. 2d 97, 101. (Remanded by United States Supreme 
Court for reconsideration on the merits, 353 U. S. 944.) Nor can the existence 
of a contract containing an expiration date serve as a restriction on the Com- 
mission’s powers, ibid. Section 7 (b) was obviously meant to afford the Com- 
mission a subsequent opportunity, should it so desire, to determine at some date 
in the future, as the circumstances might require, whether the public con- 
venience and necessity then permits the service which. has been authorized and 
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instituted to be discontinued. That the public convenience and necessity may 
not then permit such abandonment goes without saying. 

It is conceivable that in some cases, legal, physical, financial or other factors 
may be shown to exist which warrant conditioning certificates as to time. 
(Op. cit.) But for the Commission presently to conclude that.the public con- 
venience and necessity will upon the expiration of the contract permit the discon- 
tinuance of the service would seem to require most persuasive proof, 

Testimony on the point was given by a witness for Sunray and for Buffalo. 
Sunray’s manager of gas sales gave as the reason why his company was seeking 
a certificate coextensive with the time of the contract was. “because that is the 
basis under which we contracted for this sale.” One of the factors which Sunray. 
took into account in deciding to enter into such a contract was the term 
thereof. “It is, in Sunray’s opinion,” the witness said, “unreasonable to expect 
it to accept a certificate which, in effect, replaces the term. agreed upon with 
one of indefinite or unlimited duration without adequately compensating for 
the effect of such change by varying other conditions and obligations of that 
contract.” 

In order properly and adequately to protect the interests of its stockholders, 
Sunray endeavors to obtain the maximum control and disposition of its natural 
gas. In order to do so, the company would prefer, it appears, to sell its gas on a 
day-to-day basis. The policy to maintain “the maximum control over the 
disposition of this valuable asset of the company by the additional means of 
short-term contracts is determined by the inability to predict accurately the 
effect of such factors as supply and demand, the economy of the country” and 
future discoveries of reserves. Sunray feels that it should be free from the 
obligations of this control and the certificate when the term of the contract 
expires. 

It is not inconceivable, the witness said, that it may prove uneconomieal to 
develop the additional reserves in the field. By limiting the term of the contract 
the company has sought to insure that there will not be an uneconomical disposi- 
tion of the company’s assets. 

The witness for Buffalo similarly testified that his company felt that it should 
not tie up its unknown reserves for an indefinite length of time. 

It is believed that the evidence presented by Sunray and Buffalo may be 
fairly summarized. by ‘saying that those applicants would prefer not to be 
subject to regulation. But Congress, this Commission and the Courts have 
decreed otherwise. 

This examiner is not persuaded that the present or future public convenience 
and necessity require anything other than a certificate subject to the provisions 
of the Natural Gas Act. 


ADDITIONAL FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record herein, the evidence adduced and 
the briefs filed, it is found and concluded, in addition to the findings and 
conclusions heretofore set out, that: 

(1) United Gas Pipe Line Company the applicant in Docket No. G—12270 is 
a natural-gas company within the meaning of the Natural Gas Act. 

(2) Sunray Mid-Continent Oil Company, Buffalo Oil Company and Warren 
Petroleum Company, applicants in Docket Nos. G—12211, G—12214 and G—12215, 
respectively, are now, or will become upon the commencement of the sales of 
natural gas in these proceedings proposed, independent producers of natural 
gas as defined in this Commission’s regulations, are or will then be engaged in 
the sale of natural gas in interstate commerce for resale for ultimate public 
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consumption, and each of them is or will then be, therefore, a natural-gas com- 
pany within the meaning of the Natural Gas Act. 

(3) The facilities which United proposes in its application in Docket No. 
G—12270, as orally amended in open hearing, to construct and operate, namely, 
approximately 3.1 miles of 8-inch pipeline beginning at a point of interconnec- 
tion on United’s existing 10-inch line near Milepost 110 in Lafayette Parish, 
Louisiana, and extending in a southwesterly direction to a central delivery point 
in the Ridge Field, a meter station and separator to be located at that point, 
approximately 3 miles of 8-inch pipeline continuing from that point to a central 
delivery point in the North Leroy Field, and a meter station and separator at the 
latter point, and facilities appurtenant to the foregoing, are to be used for the 
transportation and sale of natural gas in interstate commerce and such facilities 
are subject to the requirements of Section 7 of the Natural Gas Act. 

(4) The sales proposed to be made by the independent producers named in 
Finding (2) above, all as more fully set forth in the applications filed in 
Dockets Nos. G—12211, G—12214 and G—12215, will be made to United for the 
purpose of resale by United in interstate commerce, and such sales are or will be 
subject to the provisions of Section 7 of the Natural Gas Act. 

(5) United is a qualified applicant within the meaning of Subsection (c) 
of Section 7 of the Act and is able and willing properly to do the acts, construct 
and operate the facilities proposed and conform to the provisions of the Natural 
Gas Act and the requirements, rules, and regulations of the Commission 
thereunder. 

(6) Sunray, Buffalo and Warren, the independent producers named in Find- 
ing (2) are and each of them is a qualified applicant within the meaning of 
Section 7 (c) of the Act and each of them is able and willing properly to do 
the acts and perform the services proposed and conform to the provisions of 
the Natural Gas Act and the requirements, rules and regulations of the Com- 
mission thereunder. 

(7) The construction and operation by United of the facilities described in 
Finding (3) and the services described in Finding (4) proposed to be rendered 
by the independent producers named in Finding (2) are, or will be, required by 
the present or future public convenience and necessity and certificates therefor, 
as provided by Section 7 (c) of the Act, should be issued as hereinafter ordered 
upon the terms and conditions contained in this order, which terms and condi- 
tions are reasonable and required by the public convenience and necessity. 

(8) The present or future public convenience or necessity does not permit the 
issuance to Sunray or Buffalo of certificates limited in duration and providing 
for their own expiration upon the expiration of the contract term so as to 
authorize such applicants to cease the delivery and sale of gas thereunder at 
that time. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission, that: 

A. A certificate of public convenience and necessity be and the same is hereby 
issued authorizing United to construct and operate the facilities described in 
Finding (3) above for the transportation and sale of natural gas to be purchased 
by United.from Sunray,-Buffalo:and. Warren in the Ridge and North Leroy 
Fields, in Lafayette Parish, Louisiana, in accordance with the gas purchase 
contracts entered into on January 1, 1957 between United and the independent 
producers described in Finding (2) above, upon the terms and conditions of 
this order. 

B. Certificates of public convenience and necessity be and the same are hereby 
issued to the independent producer applicants referred to in Finding (2) above 
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authorizing the sale of natural gas by them to United referred to in Paragraph 
A hereof, together with the construction and operation of any facilities subject 
to the jurisdiction of this Commission necessary therefor, subject to the terms 
and conditions of this order. 

C. The certificates issued in Paragraphs A and.B hereof shall be. accepted in 
writing ‘under oath-by a-responsible official of the respective applicants within 
30 days from the issuance of this order. 

D. The certificate issued to each of said applicants is not transferable and 
shall be effective only so long as each of said applicants continues the acts or 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, and the applicable rules, regulations and orders of the Commission. 

BE. The grant of the certificates herein shall not be construed as a determina- 
tion of the justness or reasonableness of the initial or subsequent prices con- 
tained in the gas purchase contracts, nor as a waiver of the requirements of 
Section 4 of the Natural Gas.Act; or of:Section 154 of the Commission’s ‘Rules 
and Regulations thereunder requiring the filing of rate schedules for the service 
herein authorized; and is without prejudice to any findings or orders which 
have been or may hereafter be made by the Commission in any proceeding now 
pending or hereafter instituted by or against the applicants. Further, the action 
in this proceeding shall not foreclose nor prejudice any future proceeding or 
objection. relating to the-operation of any price or related provision in the gas 
purchase contracts herein involved. 

F. The general terms and conditions set forth in paragraphs (a), (b), (c) (1), 
(ce) (2), (ce) (8), (ec) (4) and (e) of Section 157.20 of the Commissions Rules 
and Regulations including the Rules of Practice and Procedure, shall attach to 
the issuance of the certificate granted in paragraphs A and B hereof, and to the 
exercise of the rights granted thereunder. 

Epwakp B. Marsx, 
Presiding Hvaminer. 
THE SUPERIOR OIL COMPANY, G-12121; TEXAS GULF PRODUCING 
COMPANY, G—12128; UNITED GAS PIPE LINE COMPANY, G—12169; OLIN 
GAS TRANSMISSION CORPORATION, G—12417 


ORDER MODIFYING AND AFFIRMING INITIAL DECISION OF PRESIDING EXAMINER 
(Igsned May 9, 1958*) 
Syllabus 


1. Under the principles laid down in the Seaboard and Signal cases, there is 
no substantial evidence to establish that the producers’ proposed price is 
excessive or that a rate condition is otherwise required by the public 
convenience and necessity. P. 688. 

2. Evidence adduced by applicants does not support the issuance of certificates 
of limited duration. P. 638. 

8. Commission issues certificates of public convenience and necessity to appli- 
cants under Section 7 of the Natural Gas Act. P. 658. 

Chairman Kuxxennatt and‘Commissioner Stvurck concurring. 
Commissioner ConNnoLe conourring in part and dissenting in part. 


H. W. Varner and F. P. Jones, Jr. for The Superior Oil Co. 
W. D. Crain, George K. Fiser, C. H. Lewis and Vernon Woods for United Gas 
Pipe Line Co. 


* Initial decision appears on p. 640. 
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Hen?y F<Holiand for Texas Gulf Producing Co. 
James LE. White for Olin Gas Transmission Corp. 


John Patél Geneau and Robert L. Russell for the’ staf? of the Federal Power 
Commission. 


_.. Before Covamisaioners : Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 

These proceedings, which arose, under Section 7. (c) of the Natural Gas Act 
.(Act), are before us on exceptions to the presiding examiner’s initial decision 
issued herein on March 14, 1958. They involve applications for certificates of 
public convenience and necessity filed by The Superior Oil.Company (Superior), 
Texas Gulf Producing Company (Texas Guif), and Olin Gas Transmission 
Corporation. (Olin), seeking authority to sell to United Gas Pipe Line. Company 
(United) natura] gas from the Bayou Rambio Field in Terrebonne Parish, 
Louisiana. United, filed an. application for authority to. construct and operate 
pipeline and appurtenant facilities estimated to cost some $126,000 to receive 
delivery of the gas at a central point in the Field. 

The presiding examiner held that certificates should be issued substantially 
as requested by these parties. He rejected staff’s recommendation that the 
initial. price for.the.sales should be reduced. below the proposed. initial price of 
20 cents.per Mcf plus 1.3 cents for taxes. In addition, the presiding examiner 
held that the certificates issued Superior and Texas Gulf should be for unlimited 
duration rather than for the 20-year term evidently sought by these applications. 

We are of the view .that under our Seaboard opinion,1 no rate condition 
should .be attached tothe certificates issued the.gas suppliers herein.. The 
evidence and arguments relied on to support. the imposition of rate conditions 
here are similar to those discussed in.Seaboard. and are subject generally to 
the infirmities detailed in that opinion. Under the principles laid down there 
and in the Signal.case,? there is no substantial evidence to establish that the 
producers’ proposed price is excessive or that a rate condition is otherwise 
required by .the public convenience and necessity... Nor is there. substantial 
evidence to support. a finding that the condition proposed is reasonable, within 
the meaning of Section 7 (e) of the Natural Gas Act. Further, as we said in 
the Seaboard case (19 F. P. C. 416) : 


The proper administration’ of the Act demands 4 Close adherence to the 
intended scheme of the statute; and the several objectives of the Act can 
best be achieved following the channels specifically designed for the attain- 
ment of each. So that, although in a proper case the element of price may 
be considered in passing on a certificate application under the Act, the 
principal place for the consideration of matters of rate level is in rate 
proceedings. 


Staff counsel’s exceptions, the only ones filed, object principally to certain 
language in the presiding examiner’s decision respecting the intended scope of 
Sections 4 and 7 of the Natural Gas Act. Under the above holding, the language 
excepted to is immaterial to decision and we need not and do not include’ this 
language in our affirmance of the examiner’s decision. 

We further conelude that the presiding examiner correctly rejected certain 
of the applicant’s requests that the certificates issued them be of limited dura- 
tion, expiring upon expiration of the contract term. Whether a certificate should 
be issued under Section 7 for limited duration and if so, the extent of the term, 


2 Opinion No. 309, issued March 31, 1958, In the Matters of Seaboard Oil Company, 
Operator, docket No. G—11970, et al, 19 F. P. C. 416. 
2 Signal Cil & Gas Co. v. F. P. C., 238 F. 2d 771 (CAS), cert.'den.,°853 U.S. 923. 
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are questions’ to’be determined in the ‘application of the statutory standards of 
this section, including the requirements of public convenience and necessity: We 
‘understand the presiding examiner’s holding to be, in essence, that the evidence 
adduced by applicants in this case does not substantially support the issuance of 
-certificates of other than unlimited duration. ‘This holding‘also we affirm. 


The Commission orders: 


Consistent with this ordet, the initial decision of fhe presiding examiner 
issued herein on March 14, 1958,is hereby modified and affirmed as of the date 
of issuance of this order. 

Chairman ‘Kiykendall and Commissioner Stueck concur in the result for the 
reasons set forth in their séparate statements issued with Opinion No. 309, 
In the Matters of Seaboard Oil Company, Operator, et al., Docket Nos. G—11970, 
¢t al. ‘Commissioner Connole coneurring in part and dissenting in part. 

ConnoLe, Commissioner, concurring in part, dissenting in part: 

At pages-43—44 of the transcript of testimony in this proceeding the following 
exchange appears: 


GENEAU: 1? Is it your understanding that the highest, price being paid 
for gas by any other pipeline company in the area is determinative of what 
price is asked * * *? 

BARNETT: 2 As far as I am concerned, yes, because that is what we 
have to meet if we want to buy the gas. 


This exchange states; the ease; for considering price in producer. certificate 
applications more clearly and more effectively than all the statistics in our file 
cabinets. Plainly, the gas purchasing segment of the natural gas industry is 
running in.a treadmill..And each turn of. the wheel, brings into .view. another 
and higher price that must be met if the buyer is only to stand still. And little 
hope appears that the crazy race against itself will be won unassisted. 

To me. it seems so obvious as to defy argument that the prime cause for the 
abrupt _and continuing increase in the price at which gas is being brought 
under contract in South Louisiana (and to a somewhat lesser extent elsewhere) 
is the lack of a meaningful administrative regulation of the prices themselves. 
‘In the absence of a. willingness or ability on the part of the indystry to demon- 
strate where the range, of reasonableness is, and lacking the deterrent of a 
refusal by us.to accept high prices in initial contracts, buyers of gas have little 
choice if the gas that is becoming available is to be obtained. 

This proceeding is but another turn of the wheel. Once again a buyer has to 
meet the highest.price being paid by any other pipeline if it hopes to. do 
.business with the producers involved. And once again an opportunity to brake 
the headlong rush is lost. 

This proceeding also illustrates the rapidity and the extent of the increases 
dn prices for new gas purchases in the South Louisiana area. In the six 
months during which this contract was under negotiation the highest price 
being.paid in the area was bid from 17¢ up to 21.3¢ or an increase of twenty- 
five per cent in six months! And this is in an area where some 373 million 
Mcf. were purchased by interstate pipelines in 1956! 

This record shows only 8 contracts out of 88 in the area at.a price of 21¢, 
including taxes. Exhibit No. 4 discloses that 85 per cent of the contracts are 
at leyels of 18¢ and less. Reference to.the annual, reports, Form 2,. filed by 


1 John Paul Geneau, Federal Power Commission staff counsel. 


2C. C. Barnett, Vice President in charge of the Gas Supply Department, United Gas 
Pipe Line Company. 
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pipelines with this Commission and part of our public records discloses that for 
the last calendar year for which data is available (1956) over 82 per cent of 
the 373 million Mcf of natural gas bought in the area by those lines was bought 
at prices of 17¢ per Mcf or less. 

I say again’ what I sdid in’ Re Seaboard Oil Company, et al., G—11970, et al., 
Opinion No. 309, 19 F. P. C. 416: “During this difficult period some workable, 
practical deterrent must be placed on the rate of increase to avoid permitting 
prices to rise by sheer momentum to unknown altitudes where they may or 
may not be able to survive the test of reasonableness when it is devised.” This 
record, like Seaboard, presents an opportunity to deter that increase. And, like 
Seaboard, it contains nothing to support the assertion that the public con- 
venience and necessity requires this sale at 21.3¢, except self-serving contentions 
and the admission of helplessness that I quote at the beginning. 

This record contains ample evidence showing the price at which a typical 
new sale in the area could reasonably be expected to occur. It contains nothing 
of substance to demonstrate why this sale is different. Accordingly, it will not 
support an assertion that the public convenience and necessity requires the 
authorization of this sale at the proposed price. To so much of this order that 
holds otherwise, therefore, I dissent. 

I concur in so much of the order that restates the obvious principle of law 
that the option to limit the duration of a certificate under Section 7 is governed 
by the evidence introduced in support of a claim for the limited certificate, 
and is not a matter of substantive right. I also agree that the evidence in this 
proceeding does not support the issuance of a certificate of limited duration. 


DECISION 
UPON APPLICATIONS FOR CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued March 14, 1958) 


MarsH, Presiding Ezaminer: These proceedings involve applications for 
certificates of public convenience and necessity filed pursuant to Section 7 (c) 
of the Natural Gas Act (the Act). Such an application was filed by The 
Superior Oil Company (Superior) in Docket No. G—12121, on February 27, 
1957, by Texas Gulf Producing Company (Texas) in Docket No. G—12128 on 
March 1, 1957, by United Gas Pipe Line Company (United) in Docket No. 
G—12169 on March 7, 1957, and by Olin Gas Transmission Corperation (Olin) in 
Docket No. G—12417 on April 15, 1957. 

Notice of the filing of the applications described above was issued by the 
Acting Secretary of the Commission on August 28, 1957. In the same document 
notice was given that protests and petitions to intervene might be filed on or 
before September 19, 1957, and that the several proceedings were consolidated 
for hearing purposes. Subsequently, pursuant to notice, the consolidated pro- 
ceeding came on for hearing before the undersigned Hearing Examiner. No 
protests or petitions to intervene had been (and the record fails to disclose that 
any have been) filed. At the conclusion of the hearing, counsel for United 
moved orally upon the record that the intermediate decision procedure be 
waived. That motion: was concurred in by ‘Superior, Texas, and Olin. Staff 
counsel neither opposed nor concurred in the request for the omission of the 
intermediate decision procedure. Thereafter, the Commission by order denied 
the motion for omission. Later United filed a motion for reconsideration of the 
order denying the motion for omission, but the Commission subsequently 
issued an order denying that motion. 
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An opportunity was afforded all of the parties and participants to file briefs 
and briefs were filed by Superior, Olin, United and Staff counsel. 


THE EVIDENCE 


United is a Delaware corporation having its principal place of business in 
Shreveport, Louisiana. This applicant is engaged in the business of purchasing 
natural gas produged. in.matural.ges fields lecated:in the states of Louisiana, 
Texas and Mississippi, and of transporting such gas out of the state in which 
it is produced, and of selling such gas in interstate commerce for resale for 
ultimate public consumption. (cf. Docket No. G—144, 2 F. P. C. 723, et seq.) 
United is a natural-gas company within the purview of the Act. 

In its application in Docket No. G—12169 United seeks authorization to con- 
struct two purchase meter stations, 1.5 miles of 8-inch pipeline, and appurtenant 
facilities, beginning at a point in Bayou Rambio Field in Section 7, Township 
20 South, Range 17 East, Terrebonne Parish, Louisiana, and extending in a 
northerly direction terminating at United’s 12-inch pipeline in Section 77, 
Township 19 South, Range 17 East, in the same parish, “together with other 
facilities required from time to time to connect, or to take additional deliveries 
from, wells in the said field.” Construction would commence as soon as a certifi- 
cate of public convenience and necessity is procured and it was estimated that it 
would be completed within 60 days from the date of the commencement of 
construction. 

United’s application discloses that this applicant has received advice of 
counsel to the effect that a certificate of public convenience and necessity is not 
required under the Natural Gas Act or the Regulations of the Commission 
thereunder for the construction and/or operation of the facilities which United 
proposes to construct and operate, and the filing of the application is, therefore, 
“under protest and without admitting the necessity of such filing * * * but rather 
denying same.” 

The 12-inch line with which the 8-inch line which United proposes herein to 
construct is interconnected extends from the DeLarge Field in Louisiana to the 
Mobile, Alabama, area. It also interconnects with a 20-inch line and a 30-inch 
line through which gas flows to Kosciusko, Mississippi. Thus, through facilities 
with which we are concerned here the gas which United would buy from 
Superior, Texas and Olin in the Bayou. Rambio area (as will be more particu- 
larly hereinafter described) would move from the field in which it is produced 
to the Mobile, Alabama, and the Jackson, Mississippi, areas. Some, or all of it, 
the evidence shows, would be transported out of the State of Louisiana and sold 
for resale in another state. 

It is estimated that the pipeline facilities which United proposes to con- 
struct and operate will cost $94,351 and the meter stations and platforms, 
$81,707. The aggregate cost of the facilities involved is thus estimated at 
$126,058. The evidence adduced by United is that these costs are in line with 
the cost currently being experienced by that applicant for similar construction 
in this general area. The construction proposed by United would be financed 
out of United’s current working funds. 

A witness for United testified that the proposed facilities are necessary to 
perform the services which United proposes to render by means thereof, and 
they would be used to enable United to receive and transport the natural gas 
which United proposes herein to purchase in the Bayou Rambio Field from 
Superior, Texas and Olin. The record reveals that United is able and willing 
properly to do the acts and to perform the services proposed in the application. 
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, The evidence, shows, that the demands upon United by its,gas.consumers have 
increased from 263 billion cubic. feet in 1937 to,.in excess of one trillion cubic 
feet a year at the present time. United delivered in excess of one trillion cubic 
feet in 1954 and 1955 and 1,247,000,600 cubie feet in 1956. Since its consumers 
are taking and consuming over a trillion cubic feet of gas a year. it is necessary 
for United to add to its reserves at a similar rate by means of new gas purchase 
contracts. Actually the demands upon United continue to increase thus requiring 
ever increasing reserves of gas. Consequently .it is necessary for United to 
purchase at least one trillion cubic feet of new reserves each year in order to 
maintain its.backlog of.reserves. This is done by means of gas purchase con- 
tracts which vary in size of reserves. The evidence is that United cannot afford 
to discontinue. its policy of. replacing reserves through new. contracts, The 
acquisition of the gas with. which we are here concerned “is only another step 
which will enable United the better to meet the requirements placed upon it 
by present and future consumers.” 

The Bayou Rambio Field is located in United’s New Orleans District, and 
United has a pipeline which runs within one and one-half miles of the field. 
This field was discovered in December 1956 with the completion of a well drilled 
by Superior. To date a total of eight wells have been drilled in that general 
area of uplift, four of which are gas wells and four dry holes. 

The presently known recoverable gaS reserves of the whole Bayou Rambio 
Field are estimated at 111,442,000 Mcf at 14.73 psia. The testimony is that it is 
reasonable to expect that as a result of the drilling of one or two additional 
wells deliverability capacity will be increased. There are approximately 980 
acres of potential gas lands involved in the contracts here under consideration. 

Superior is a corporation organized and existing under and by virtue of the 
laws of the State of California, and it has its principal place of business in 
Houston, Texas. The corporation is authorized to do business in 28 of the 
states of the United States. 

The application filed in Docket No. G—12121 by Superior was “filed under 
protest to avoid penalties of the Natural Gas Act if it and regulations there- 
under fare found to] validly apply to Applicant.” This application is also 
conditioned upon the acceptance by the Commission as an initial rate schedule 
for gas sold thereunder of the gas purchase contract between Superior and 
United involved in this proceeding. The application states “It is believed that 
purchaser [United] will move said gas in interstate commerce and resell it.” 

Superior is the owner of certain lands and leaseholds in the Bayou Rambio 
Field and it has, or will have, available for sale a supply of gas which is 
produced from such lands and leaseholds. In accordance with the terms and 
provisions of an agreement styled Gas Purchase Contract, dated February _ 5, 
1957, between Superior as Seller and United as Buyer, Superior proposes to sell 
to United at a central point in the Bayou Rambio Field gas produced by Superior 
individually or for Superior as a member of the Unit for Joint Operations from 
all lands and leaseholds now owned by Superior in that field. 

Texas is a Delaware corporation with its principal place of business in 
Houston, Texas. Texas also is the owner of certain lands and leaseholds in 
the Bayou Rambio Field and has, or will have, a supply of gas there available 
for sale which is produced from such lands and leaseholds. Its application 
herein was made subject to the motion for rehearing heretofore filed by Texas 
in Docket No. R-138; and Texas denies that its proposed sale of gas to United 
is subject to the jurisdiction of this Commission. The application is also con- 
ditioned upon the acceptance by this Commission as applicant’s. initial rate 
schedule for gas to be sold under the gas purchase contract dated February 14, 
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1957,. between, Texas.and United.. (cf. Docket No, G—11536,, order. dated Novem- 
ber 28, 1956,,and Docket..No, .G+11537,.order issued November 28, 1956.). And 
there appears in.it also the statement. that; “It is believed that. Purchaser 
will moye said gas in interstate commerce and resell it”, 

_ Olin, a: Delaware corporation, has its principal place ef business in Monroe, 
Louisiana. This applicant is the successor in. interest..of Interstate.Natural Gas 
Company, Inc.,, which has been. found by this Commission to be a natural-gas 
company within the meaning of.the Natural Gas Act. (cf. Docket Nos. G—2335, 
Order issued April 30, 1954.) 

Olin is the co-owner of an interest in the production of gas in the Bayou 
Rambio field and on March; 21, 1957, entered into a contract with United under 
which Olin proposes to sell gas produced therein to United for transportation 
and resale for ultimate public consumption and for industrial purposes. 

Aside from the dates and the parties thereto the contract of February 5, 
1957, between United and Superior, that of February 14, 1957, between United 
and Texas, and that of March 21, 1957, between United and Olin, are identical, 
except that since Olin is a natural-gas pipeline company an additional provision 
was inserted in that contract-relating to the filing of the sales contract under 
Section 154.52 of the Commission’s. Regulations under the Natural Gas Act. 

In each instance United agreed.to construct.a pipeline from its existing pipe- 
line system to a mutually agreeable point in the Bayou Rambio Field which 
such point would constitute the delivery point for all gas. delivered. by the 
three sellers and each of the latter agreed to construct, operate and maintain 
at its own expense the necessary pipeline or lines from his well or wells to 
said delivery point. 

In each contract also, seller agreed to install and operate equipment and 
facilities to enable seller to deliver the gas deliverable hereunder at the agreed 
upon delivery point at a pressure sufficient to enter United’s pipeline against the 
working pressure maintained therein. Each of the sellers agreed to install 
separating equipment and facilities which would enable sellers to separate 
liquid hydrocarbons and. objectionable liquids or solids and to deliver the gas 
at the delivery point at the pressure and.in the condition provided for in the 
contract. 

The course and ultimate destination and disposition of the gas sold and 
delivered by Superior, Texas and Olin to United at the central point in the field 
after such delivery has taken place has been particularly described above. It 
is concluded that the sales are sales of natural gas in interstate commerce 
within the meaning of the Act and that the sale of natural gas by Superior, 
Texas and Olin as above described and the facilities used for the purpose of 
such sale are subject to the jurisdiction of this Commission. 

Each of the contracts would continue and remain in force and effect for a 
term of twenty years from the date of initial delivery. Each of them provides 
that the price to be paid by buyer to seller for each one thousand cubic feet 
of gas shall be as follows: 


20 cents during the first five years 
21 cents during the next five years 
22 cents during the next five years 
23 cents during the next five years. 


These prices, however, are subject to redetermination on the basis of the 
three contracts having the highest unit prices for the purchase of gas in 
Assumption, St. Mary, Terrebone, LaFourche, and that portion of St. Martin 
Parish situated south of Iberia. 
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The contracts also contain tax reimbursement clauses under which United 
agrees to reimburse the seller for severance and gathering taxes imposed by the 
Louisiana Legislature and three-fourths of any additional or increased taxes. 
Buyer agrees to take or pay for each contract year quantities of gas at least 
equal to the Annual Minimum Quantity (a quantity of gas equal to 45,625,000 
cubic feet for-each billion cubic feet of Seller’s gas reserves) and to:take or-pay 
for each month throughout each contract year a quantity of gas not less than 
Yyth of the Annual Minimum Quantity for a contract year. United has the right 
to take daily quantities of gas up to 1% times the daily average of the Annual 
Minimum Quantity. 

None of the contracts contain what are popularly referred to as “favored 
nations” clauses. 

It should be noted, too, that the contracts provide that neither seller nor 
buyer shall be obligated to accept from this Commission any certificate of 
public convenience and necessity which contains conditions not acceptable to 
the applicant. 

The negotiations between United and the independent producers involved 
herein for the purchase and sale of this gas covered a period of approximately 
six months. There were at least two other pipeline companies attempting to 
buy this gas and the testimony is that there were probably several more pipe 
lines interested in it. When’ the negotiations started the highest. price being 
paid, or offered, in that area was 17 cents which was then being paid by 
Tennessee Gas Transmission Company. In the negotiations three prices were 
mentioned, 17 cents, 20 cents plus one cent gathering tax and 20 cents plus one 
cent gathering and .3 cents severance taxes. Tennessee made an offer of 17 cents. 
United made an offer in the same range. Southern Natural Gas Company 
incre&sed’ the offer to 20% cents plus one cent tax. In the meantime other 
contracts at approximately 20 cents had been entered into and actually, by 
the time the last discussions took place the price had gone up to that figure. 
The price finally settled upon was 20 cents per Mcf plus 1.3 cents taxes. The 
testimony is that the highest price being paid for gas in the same area is 
determinative of the price asked for the gas. United’s witness testified that 
five or six years ago he would have been willing to agree that the endless 
increasing of the price of gas works to the detriment of the producer. When, 
but not until, the consumers’* demands cease: to increase, the price of gas in 
the field will cease to rise, he said. The witness testified that the pipeline 
company who refuses to offer the highest price being paid in the field has only 
the alternative of going out of business. 

The two pipelines actively competing for the gas here involved were Tennessee 
and Southern Natural. Southern Natural had offered 20% cents plus 1 cent 
tax. Southern would have had to construct a longer line. It appears that 
United was successful in its bid for the gas largely because fewer facilities 
would have to be installed for its delivery and, consequently, deliveries could 
be made more expeditiously. 

The testimony is that contracts are being entered into in southern Louisiana 
within 50 to 100 miles at these same prices and they afford the basis for the 
competition which exists, A contract in the Rayne Field for 22.6 cents plus 
1.3 cents taxes was entered into before the negotiations of the contracts here 
involved were completed. Two contracts carrying a starting price of 21.5 cents 
plus 1.3 cents tax were negotiated soon after the contracts here involved were 
entered into. 

The Southern price of 20% cents (cf. Docket No. G—11234) was increased 
by United in this instance to 20.3 cents for the purpose of procuring a somewhat 
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higher load factor. United’s witness testified that he thought the price here 
agreed upon was the lowest price which would have procured the gas. 

United’s policy is not to discriminate between producers. This assures that 
United will get a chance to bid on any gas such producers may have in the 
future. 

The evidence shows that, assuming the accuracy of the estimate of reserves 
in the Bayou Rambio Field and that United takes only the minimum quantity 
allowed under the contract the reserves would be exhausted in approximately 
twenty years. However, United is not confined to that quantity but can take 
well in excess of that amount. That is a feature which made the deal attractive 
to United since load factor has a considerable bearing upon United’s operations. 

During the course of the hearing Staff counsel presented evidence through a 
single witness, one of Staff’s supervising general engineers. That witness 
sponsored and testified only in connection with an exhibit described as “Sum- 
mary of Certain Provisions in F. P. C. Gas Rate Schedules in Terrebone, 
LaFourche, Assumption, and St. Mary Parishes, Louisiana, as of 9-15-57.” It 
will be noted that those parishes together with “that portion of St. Martin 
situated south of Iberia” constitute the area fixed in the gas purchase contracts 
for rate determination purposes (infra, p. 643). The witness testified that this 
exhibit purports to show all of the rates on file with the Commission as rate 
schedules in the area constituting the four parishes above described as of 
September 15, 1957 and it summarizes certain provisions of all of such rate 
schedules. He said that by “rates” he meant only those rates which have been 
accepted by the Commission, and which are effective. “In other words those 
rates under which deliveries of gas are presently being lawfully made or under 
which deliveries of gas could presently be lawfully made as far as the Com- 
mission is concerned.” The purpose of the Staff’s exhibit was to present what 
the Staff witness considered as the “only evidence presently available to the 
Staff of the Commission which indicates that the attachment of a rate condition 
to any certificates issued herein would be in the public interest.” The witness 
went on to say, however, that “The Staff does not adopt by this presentation of 
evidence a field price approach to the problem. However, in the absence of any 
cost data in this record the Staff is compelled to introduce the field price 
study as the only evidence available to it which is relevant and material to 
the problem.” 

The Staff insist that Exhibit No. 4 is an exact compilation of those prices 
which the Commission has found to be required by the present or future public 
convenience or necessity. 

The Staff exhibit shows that the initial price proposed in each of the gas 
purchase contracts with which we are here concerned, namely 21.3 cents per 
Mef, is higher than any price appearing in any gas rate schedule covering gas 


1 Objections to certain questions having been sustained, Staff counsel offered to prove 
through this witness that in his opinion “any certificate issued in this proceeding should 
be conditioned downward as to the proposed initial price”; that the proposed initial price 
in the contracts herein is “out of line’ on the high side with prices set forth in Exhibit 4; 
that based upon his judgment, experience and study, he considered that the proper initial 
price should be 18 cents per Mcf. and the witness recommended the attachment of a rate 
condition to any certificate issued herein “for the purpose of bringing the proposed initial 
price down to 18 cents per Mcf” exclusive of tax. It should be noted that although the 
witness would thus be permitted to decide summarily some of the more complex questions 
arising for Commission determination, namely, public convenience and necessity, the public 
interest, and the reasonableness of rates, Staff counsel did not undertake to qualify him 
as an “expert,” but offered “him as a non-expert with experience, familiarity and training 
in a general line of work, namely, the sort of work which we do here at the Federal Power 
Commission.” 
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sold in Terrebonne, LaFourche, St. Mary or Assumption Parishes, Louisiana, as 
of September 15, 1957, which is effective and not subject to a Section 4 (e) or 
5 (a) proceeding. Aside from those involved here, the highest price appearing 
in the Staff exhibit is 21 cents per Mcf. Staff counsel points out that only 
eight rate schedules for sales to pipelines at as much as 21 cents appear in 
the tabulation,2 and with respect to seven of them the Commission has 
instituted, and there are now pending against them, investigations under Section 
5 (a) of the Act. With respect to the other one, Staff counsel says “* * * in all 
probability, the rate schedule * * * will also be subject to a 5 (a) investigation.” 
One contract at 19% cents is also subject to a Section 5 (a) proceeding. Three 
out of four contracts carrying a price of 19 cents are considered by Staff counsel 
as involving such small reserves as not to be analogous. Thus, only one rate 
schedule exceeding 18 cents remains for consideration. With respect to it Staff 
counsel philosophizes “One falling leaf does not make a winter.” By this process 
of elimination all prices of 19 cents or over in these rate schedules are excluded 
for comparative purposes. “Absent all other considerations, Exhibit No. 4,” Staff 
counsel contends, “establishes a ceiling, provides an acid or final test, both with 
respect to price and public convenience and necessity which ought not to be 
exceeded except in unusual circumstances.” 

There is also included in Exhibit 4 a tabulation entitled “Rate Schedules 
Containing Redetermination Clauses for South Louisiana Which May Be 
Affected by the Proposed Rate In Dockets Nos. G—12121 et al.” No evidence was 
presented with respect to the probability of the use of the rates here proposed 
in connection with such a redetermination. Neither is there evidence as to any 
effect which the rates proposed by the Applicant would have on other rates in 
the area. 

DISCUSSION OF THE ISSUES 


As has already been said, there are in this proceeding no protestants or 
interveners. The only questions raised with respect to the issuance of the 
certificates sought are those submitted by the Staff. 


The portions of Section 7 (e) of the Act pertinent here are as follows: 


* * * a certificate shall be issued to any qualified applicant therefor, 
authorizing the whole or any part of the operation, sale, service, construc- 
tion, extension, or acquisition covered by the application, if it is found 
that the applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Act and the 
requirements, rules and regulations of the Commission thereunder, and that 
the proposed service, sale, operation, construction, extension or acquisition, 
to the extent authorized by the certificate, is or will be required by the 
present or future public convenience and necessity : otherwise such applica- 


2 See the following table: 


Rate Order of 
Seller Buyer — Docket No. | investigation 
| | No. ia a | 

Humble Oil and Ref. Co...| United Gas P L Co.--....-- 124 G-0287 et al_..| Jan. 26, 1956 
Phillips Petrol Corp.-.-.--.-- United Gas P L Co...-.....-. | 295 | G-1148........| Oct. 28, 1948 
Glassell, A. C. Jr.....-....- Tex. Gas Trans. Corp-..-----| th 1 Jan. 26, 1956 
Howell, Hol & How-........| Tex. Gas Trans. Corp..---- | 2 |- diate 

Superior Oil Co..--.-.----- Tex. Gas Trans. Corp-...--- 69 | G-1050i__.___- | June 4, 1956 
Atlantic Ref. Co........-.- Tex. Gas Trans. Corp....---| 155 | G-9283 et al. "| | Jan. 27, 1956 
The California Co_-. --| Tex. Gas Trans. Corp.....--| 5 | G-10784. | June 24, 1956 


Union Oil Co. of Calif......| Tex. Gas Trans. ee 13 | G-10783....... | June 24, 1956 





ere 2 


IEE 





















































FEDERAL POWER COMMISSION 647 


tion shall be denied. The Commission shall have the power to attach to the 
issuance of the certificate and to the exercise of the rights granted there- 
under such reasonable terms and conditions as the public convenience and 
necessity may require. 


In its first decision upon an application under Section 7 of the Act, in the 
Matter of Kansas Pipe Line & Gas Co. et al., Docket No. G—106 et al., 2 F. P. C. 
29, 56, the Commission construed the words “public convenience and necessity” 
to mean “a public need or benefit without which the public is inconvenienced 
to the extent of being handicapped in the pursuit of business or comfort or 
both—without which the public generally in the area involved is denied to its 
detriment that which is enjoyed by the public of other areas similarly situated.” 
Thus the phrase was not construed to mean “an absolute necessity but rather 
a reasonable necessity having regard to the convenience of the public in the 
area involved and its welfare.” And the public is “the public which exists in the 
area or territory proposed to be served.” 

The evidence reveals that applicants and each of them is a qualified appli- 
cant able and willing properly to do the acts and perform the services proposed 
and to conform to the provisions of the Act and the requirements, rules and 
regulations of the Commission thereunder, and it is here so found. The 
only statutory requirement thus remaining is the determination whether the 
construction and operation proposed by United, and the construction and opera- 
tion of such facilities as may be employed therefor and the sale in interstate 
commerce by the independent producer applicants is or may be required by the 
public convenience and necessity. 

Staff counsel concedes that the evidence of record in the instant proceed- 
ing amply supports the findings necessary to the issuance to United of a 
certificate of public convenience and necessity authorizing the construction and 
operation of the facilities specifically described in its application, and to 
Superior, Texas and Olin of certificates authorizing the sale and delivery of the 
natural gas produced by those applicants in the Bayou Rambio Field. 

Thus the issues are reduced to— 

(1) Whether in the instant proceeding the present or future public conveni- 
ence and necessity requires the sale of gas at the proposed initial price of 
21.3 cents per Mcf including tax reimbursement and if not at what initial price 
will the present or future public convenience and necessity require that such 
sale be made, and 

(2) Whether the present or future public convenience and necessity require 
the issuance of limited certificates to Superior and Texas. 

It is the position of the Staff that certificates of unlimited duration should 
be issued to the applicants respectively in this proceeding “and (1) that any 
certificates so issued should be conditioned to provide for the sale and delivery 
of the gas reserves involved at an initial price no greater than 18 cents per Mcf, 
including reimbursement for the 1.5 cents per Mcf gathering and severance 
taxes.” It is obvious that this position has no applicability to United but is 
applicable only to the ir.dependent producer applicants. 

No question has been raised by any of the applicants as to the Commission’s 
right to condition with respect to rates certificates issued pursuant to Section 7 
of the Act. 


3 It seems advisable to point out, however, that this language should not be construed 
as a finding that the deliveries of gas to United by the several independent producer 
applicants can, or will be made in accordance with the provisions of the gas purchase 
contracts throughout the full term of such contracts. Infra, p. 656. 
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It has been said‘ that “the primary aim of the legislation [the Natural Gas 
Act] was to protect consumers against exploitation at the hands of natural gas 


companies.” As originally enacted, there appeared in Section 7 (c) of the Act, 
the following passage: 


In passing on applications for certificates of convenience and necessity 
the Commission shall give due consideration to the applicant’s ability to 
render and maintain adequate service at rates lower than those prevailing 
in the territory to be served it being the intention of Congress that natural 
gas shall be sold in interstate commerce for resale for ultimate public con- 
sumption for domestic, commercial, industrial, or any other use at the 
lowest possible reasonable rate consistent with the maintenance of adequate 
service in the public interest. 


It should be pointed out, however, that as so initially enacted no certificate 
of convenience and necessity was required of a natural-gas company except in 
those instances in which such company should undertake the construction or 
extension of facilities for the transportation of natural gas to a market in 
which natural gas was already being served by another natural-gas company. 

It is significant that although Section 4 of the Act declared unlawful any 
rate or charge for natural gas which was not just and reasonable the Com- 
mission’s power under that section to prohibit the use of a particular rate or 
rates, even though unreasonable and therefore unlawful, did not extend to 
initial rates but was limited to those instances in which the natural-gas company 
proposed to change its rate or rates. And it should be noted that the subsequent 
changes in Section 7 (c) did not alter the provisions of Section 4. Such 
amendments simply made it necessary for all natural-gas companies or persons 
proposing the construction of facilities for the transportation of natural gas 
subject to the Commission’s jurisdiction whether to a market already served or 
not to procure a certificate therefor. But it allowed any person who was then 
engaged in activities which would by reason of the amendment become subject 
to the Commission’s jurisdiction 90 days within which to file (or in the alterna- 
tive to discontinue such activities). And, it directed the Commission upon 
application without further proof to issue a certificate to those so bona fide 
engaged in such activities on the effective date of the Act. 

It seems clear, therefore, that it was not the intent of Congress in the 
enactment of the Act to make the reasonableness (inherently and without 
regard to impact upon public convenience and necessity) of a natural-gas com- 
pany’s initially proposed rates a condition precedent to the operation of such 
companies or the institution of the services rendered by them. Nothing has 
occurred since, which indicates a Congressional intent to alter or amend that 
purpose. 

As the Supreme Court of the United States rather recently 5 remarked: 

In construing the Act, we should bear in mind that it evinces no purpose 
to abrogate private rate contracts as such. To the contrary, * * * the Act 
expressly recognizes that rates to particular customers may be set by indi- 
vidual contracts. 


The conclusion is reached, therefore, that it is not and was not the Con- 
gressional intent that there be determined in a certificate proceeding the 
reasonableness, per se, of the initial rates proposed. 


« Federal Power Commission v. Hope Natural Gas Co., 320 U. S. 610, 612. 
5 United Gas Pipe Line Co. v. Mobile Gas Service Corp. et al., 350 U. S. 332 (1956). 
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That is not to say that it was the Congressional intent that in a certificate 
proceeding the rates which an applicant intends to charge for the services 
proposed are to be of no concern to the Commission. 

As has been noted the Commission is authorized and empowered to attach to 
the issuance of the certificate and to the exercise of the rights granted there- 
under such reasonable terms and conditions as the public convenience and 
necessity may require. 

There is no room for doubt that, as bearing upon the determination whether 
the present or future public convenience or necessity requires the service pro- 
posed, the characteristics, including the level, of the proposed rates must be 
considered. Thus from the beginning (Kansas Pipe Line & Gas Co. et al., supra.) 
the Commission in its effort to determine the “lowest possible reasonable rate 
consistent with the maintenance of adequate service in the public interest” has 
required, with respect to pipeline companies, that the applicant present schedules 
of proposed rates, and evidence bearing upon the reasonableness of such rates.® 

During the course of the years which intervened between the enactment of 
the Natural Gas Act and June 7, 1954, the Commission established certain 
principles for guidance in the determination of the fairness and reasonableness 
of rates of natural-gas companies subject to its jurisdiction and set up standards 
by means of which the reasonableness thereof could readily be determined. 
Those principles and standards were enunciated from time to time in the Com- 
mission’s opinions and orders and were made known to all. The method of 
testing the reasonableness of rates in accordance with such principles became 
known as the “traditional rate-base (cost-of-service) approach.”® The Com- 
mission’s Rules and Regulations required (and still requires) the filing along 
with the application for a certificate under Section 7, voluminous exhibits 
including, among other things, detailed estimates of the cost of facilities, the 
plan for financing, and when the estimated reserves and expenses related to the 
proposed facilities will significantly affect applicant’s operating reserves or 
expenses, pro forma statements showing revenues, expenses and income (all data 
useful in the determination of the reasonableness of rates under that traditional 
approach), and a statement of the rates to be charged for the proposed sales or 
service. When new rates or changes in present rates are proposed or when 
the proposed facilities will result in a material change in applicant’s average 
cost of service it is necessary to include supporting data showing: (1) System 
cost of service for the first calendar year, (2) an allocation of system costs to 
each particular service, (3) the proposed rate base and rate of return, (4) gas 
operating expenses, including cost of purchased gas, depletion and depreciation 
and (5) taxes. 

By the use of the data thus required, it was possible to determine without diffi- 
culty whether the rate schedule (or schedules) which an applicant proposed to 
employ was within a band of reasonableness fixed by the established principles 
and standards, and if they were not, the Commission attached conditions having 
the effect of compelling compliance therewith. 

Thus, in an order modifying the initial decision in the Matters of Alabama- 
Tennessee Natural Gas Co. et al., Docket Nos. G-—585 and G—796, the Com- 


6 In the Kansas Pipe Line case, however, the Commission made no determination of the 
reasonableness of the proposed rate but in that connection merely found that the applicant 
had indicated that if a certificate were granted it would institute a study of the rates to 
be charged by it in an effort to see what could be done about rearranging the rate struc- 
ture to pass on to the public the benefits that would accrue in the way of reduced costs. 
No other condition was attached. 

7 Hope Natural Gas Co. v. Federal Power Commission, supra. 
8 cf. City of Detroit v. Federal Power Commission 230 F. 2d 810, 813. 
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mission specifically required that the applicant, a newly formed natural-gas 
pipeline company, subsequent to the issuance of a certificate but prior to the 
commencement of operation submit a tariff, including rates, charges, classifica- 
tions, practices, services, rules, regulations and contracts for the transportation 
and sale of natural gas, “satisfactory” to the Commission. It appears that in 
that case no rates were proposed, and that the Commission fixed no rates. 

In the Matter of Transcontinental Gas Pipe Line Corporation, (Docket No. 
G-—1277), 9 F. P. C. 32, 61, 63, the Commission found (among other things) that 
the rates proposed included as items of expense federal income taxes which 
applicant would not be required to pay and rates of return in excess of 6 percent 
per annum which the Commission had repeatedly found to be the reasonable 
return. Whereupon the Commission found the proposed tariff inconsistent with 
the requirements of the Natural Gas Act, and conditioned the issuance of the 
certificate upon the submission, prior to the commencement of operations, of a 
tariff “satisfactory” to the Commission for the transportation and sale of the 
gas. “Such tariff,” the order stated, “shall provide a contract demand rate for 
firm service which will not produce charges in excess of those which would 
result from a demand charge of $1.80 per month and commodity charge of 22 
cents per Mcf.” 

In the Matter of United Gas Pipe Line Co. et al., Docket Nos. G—1447 et al. 
10 F. P. C. 35, 56, applicant proposed certain rate schedules and offered 
evidence in support thereof. The Commission Staff submitted rate schedules, 
offered evidence in support thereof and recommended the substitution of those 
schedules for the schedules proposed by the applicant. The Commission accepted 
neither, but conditioned the certificate to require that prior to commencement 
of the service applicant file rate schedules “satisfactory” to the Commission 
as to form, rate level, and terms and conditions of service. 

Prior to June 7, 1954, the Commission required that only natural-gas pipeline 
companies (most of which purchased a substantial portion, if not all, of the 
gas which they proposed to transport and sell in interstate commerce) procure 
certificates of public convenience and necessity. The cost of purchased gas is 
always an element of consequence in the composition of the rates charged by 
such pipeline companies. That the Commission has always had the authority, 
and indeed the responsibility, to determine whether the public convenience and 
necessity requires the purchase by the pipeline applicant of the proposed 
volumes of gas at the prices which applicant proposes to pay, has never, it is 
believed, been questioned. In all such instances it would seem that the Com- 
mission is required to determine the effect upon applicant’s rates, as well as 
upon the prices then being, or thereafter to be, charged by producers in the 
particular field, of the prices which applicant proposes to pay. Although, prior 
to June 7, 1954, the Commission was many times confronted with the question 
no case has come to the attention of the writer in which the Commission found 
that the public convenience and necessity did not require the payment for 
purchased gas of the prices proposed by the applicant. Nor has an instance 
been discovered in that period in which the Commission conditioned the certifi- 
cate to require the payment by the pipeline applicant of a lesser price for 
purchased gas than that which the applicant proposed therein to pay. 

In the Matter of Gulf Interstate Gas Company, Docket No. G—2058, (Opinion 
No. 251, issued May 20, 1953, 12 F. P. C. 116) the applicant proposed to construct 
and operate facilities extending from points in various gas producing fields in 
South Louisiana to be used for the transportation of natural gas for the account 
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of United Fuel Gas Company.® The latter proposed to purchase and own all 
of the natural gas to be transported. An average of 100,000 Mcf of gas a day 
was to be so purchased by United from producers in the field at an initial cost 
of 20 cents per Mcf increasing two mills per year for 20 years. The evidence 
there showed that the delivered cost of the gas to be transported would be 38.48 
cents per Mcf during the first year of operations as compared with the then 
average cost of Southwest gas delivered to the Columbia System companies of 
24.7 cents. The average increase in cost to the latter companies was shown 
to be no less than two cents per Mcf. . 

In its opinion in that matter, the Commission said “These prices, particularly 
the initial price of 20 cents per Mcf to be paid for gas from the Erath Field 
represent the highest costs for purchased gas in the southwestern gas producing 
area of the United States that have been submitted to us for consideration in 
connection with any proposed pipeline project * * *” It found, however, that 
the record was inadequate to appraise the impact of gas purchased at the 
“unusually high price” upon other pipeline companies and upon the Columbia 
System companies. It concluded that the requirements for natural gas in the 
area to be served through the facilities proposed in that proceeding justified 
the issuance of a certificate which would permit the purchase of the gas by 
United Fuel at the prices set out above and the resultant increases in the cost 
of gas to the Columbia System companies. 

Such was the state of Commission law on June 7, 1954, and what the Com- 
mission said in American Louisiana Pipe Line Company, et al., Opinion No. 

76, 13 FPC 380, 389, is equally applicable here. Clearly except for the Supreme 
Court’s decision in the case of Phillips Petroleum Company v. State of Wisconsin 
et al., 347 U. S. 672, United would at this time be entitled to the certificate of 
public convenience and necessity which it seeks here and subject only to the 
conditions usually and ordinarly attached to pipeline certificates. 

The Phillips decision has caused to be subjected to this Commission’s juris- 
diction a large number of persons who are engaged in the production and/or 
gathering of natural gas and who transport natural gas in interstate commerce 
or sell natural gas in interstate commerce for resale, but who are not primarily 
engaged in the operation of an interstate pipeline. Those persons are now 
required to comply with the provisions of the Natural Gas Act including, of 
course, Sections 4, 5, and 7 thereof. 

The Commission’s Regulations governing the filing of applications for certifi- 
cates of public convenience and necessity by independent producers, which the 
Commission prescribed as a consequence of the Phillips decision, do not require 
the filing of detailed data relating to costs of service and rates such as is 
required of pipeline applications as has been noted above. With regard to gas 
producers, they require simply 2° a showing of: 

The sources of gas (a) produced by applicant or producer and (b) purchased 
by applicant or producer. In the case of gas produced * * * the approximate 
location of the field, and the points of delivery, and in the case of gas 
purchased, the names of the sellers and points of delivery. 


It should be noted that after receiving suggestions, comments and briefs and 
after hearing oral argument thereon, the Commission found (Order dated 
December 1, 1955 in R-142) it inappropriate and unnecessary to adopt any 


® No application was filed by United Fuel or by the producers from which United pro- 
posed to buy gas. 
1° Order 174-B, Docket No. 138, December 17, 1954. Digby dissenting. 
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standards, principles or methods, or to lay down any rules as to what would 
be necessary and appropriate for consideration in determining the just and 
reasonable rates of independent producers subject to its jurisdiction under the 
Natural Gas Act. 

Even before that (September 23, 1955) in Alabama-Tennessee Natural Gas 
Company et al., Docket No. G—2534 et al., certain interveners challenged the 
initial rates proposed by the independent producers. The Commission declined 
to take any action respecting the initial price for a number of reasons par- 
ticularly because thefe was no evidence of record to show that the proposed 
initial price was excessive, unjust and unreasonable. The Commission made it 
clear, however, that its action in issuing the certificate was not to be taken as 
approval or disapproval of the initial rate. 

In one of the first independent producer certificate proceedings coming before 
the Commission, In the Matters of Anthony J. Tamborello et al., Docket No. 
G-3045 et al. (Opinion No. 287, issued November 28, 1955, 14 F. P. C. 123) the 
Commission stated : 


We have to date not made a final determination as to the reasonableness 
of the rates submitted by independent producer applicants in proceedings 
relating to the issuance of certificates of public convenience and necessity 
pursuant to Section 7 of the Act. 


Then the Commission noted that “* * * because the economic and other condi- 
tions presented in certificate applications filed by independent producers are 
substantially different from those presented in certificate applications filed by 
interstate pipeline companies, the Commission has not deemed it prudent to 
expend the time required to resolve rate issues at this state, nor has it found it 
practical to inquire into the reasonableness of producer rates in all producer 
certificate proceedings.” 

In that instance the Commission found that since it had the right to inquire 
later into the reasonableness of the rates proposed to be charged by the 
producers the interests of the distribution companies and the consumers were 
protected against unlawful rates. It noted also that such procedure permits the 
more efficient and rapid handling of producers’ certificate applications without 
the complicating consideration of the producer rates. 

In that case the Commission found that the economic effect upon the pipeline’s 
service of the price which the producers proposed to charge was an element of 
the statutory issues of ability to perform and of the effect upon the public 
convenience and necessity. It further found that the estimated dollar increase 
in Transcontinental’s cost of service on an incremental basis resulting from 
the purchase of the natural gas contemplated in that proceeding was negligible, 
slightly in excess of one percent. 

It should be noted, however, that then the price proposed to be paid by 
Transcontinental represented less than the going competitive market price for 
gas in South Louisiana and a reasonable competitive market price for the gas 
under the contracts.11 

On December 30, 1955, in an order affirming an initial decision of the presiding 
examiner In the Matter of Atlantic Refining Company et al, Docket No. G—8809, 
the Commission upheld the issuance of certificates to independent producers 
despite the fact that the price proposed to be charged was 20 cents per Mcf, 
exclusive of taxes, for the first five years with a 2 cent per Mcf periodic 
increase the second and third five years and 2 cents per Mcf for the balance of 
the term of the contract. 


11 Initial Decision issued May 31, 1955. 
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On January 20, 1956, in an opinion (No. 287-A) and order denying applica- 
tions for rehearing filed in the Tamborello case supra, 15 F. P. C. 1, the Commis- 
sion in answer to the contentions of the applicants pointed out that: 


The Natural Gas Act does not require that each producer-applicant must 
establish as an indispensable prerequisite to the grant of a certificate of 
public convenience and necessity to sell natural gas in interstate commerce 
for resale that the price, terms, and conditions under which such sale shall 
be consummated shall be the lowest reasonable rate. See In the Matter 
of Atlantic Refining Co., Docket No. G—8809, Examiner’s Decision affirmed 
December 29, 1955.12 


The Commission went on to say that: 


Adoption of the contentions of applicants for rehearing would require 
that prior to issuance of any certificate of public convenience and necessity 
authorizing the sale of natural gas in interstate commerce for resale we 
enter upon the equivalent of a complete Section 5 investigation and, on the 
basis of the evidence adduced, determine the “lowest reasonable rate.” 
The rate so determined would then be imposed by a condition attached 
to the certificate. 


In the meantime, on November 28, 1955, there was presented to the Com- 
mission In the Matters of Cities Service Gas Company and Signal Oil and Gas 
Company, Docket Nos. G—2569 and G—2570 15 (which has become known as the 
“Signal case’) the same question. 

The “Signal case” involved an application by a processor of natural gas for 
a certificate of public convenience and necessity authorizing the applicant to 
deliver and sell to an interstate pipeline natural gas which that applicant had 
received from others and which it had processed, and an application by the 
purchaser of such processed gas for authorization to construct and operate 
pipeline facilities necessary to transport and sell such residue gas in interstate 
commerce. The evidence in that record showed that although the purchasing 
pipeline then had a peak-day cushion above its firm requirements, that cushion 
would decline to zero in the succeeding heating year. 

In that proceeding buyers of natural gas competing for the purchase thereof 
in the area were permitted to intervene. They did not oppose the application 
of the purchasing pipeline as such nor did they oppose the application of the 
processor in so far as it concerned the question whether it should be permitted 
to sell the gas to the pipeline. They contended that seller should not be per- 
mitted to charge more than 10 cents per Mcf for the gas and in the alternative 
that the applications should be denied. They introduced extensive evidence in 
support of that contention. That evidence was essentially uncontradicted. It 
showed that no more than 10 cents per Mcf was being paid for any gas pur- 
chased in the area. The price proposed in that case was, therefore, two cents 
in excess of the “established going field rate” or “going field price” for similar 
gas sold under similar conditions in the area involved and it appeared that if the 
12-cent price were allowed competing purchasers would have to meet the higher 
level of prices if they wished to purchase substantial volumes of new gas. 

It was contended by the competing purchasers (and not contradicted by the 
seller) that a 12-cent sales price would “drive” the maximum price in the area 
from 10 to 12 cents. The evidence showed that the proposed increase in area 


22 See also City of Detroit Michigan, et al. v. Federal Power Commission et al., supra. 
18 Opinion 288, issued November 28, 1955, Chairman Kuykendall and Commissioner 
Digby dissenting, 14 F. P. C. 134. 
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price would cost one of the interveners about $2,000,000, and the other about 
$1,140,000 a year. The increased cost to the purchasing pipeline would be about 
$1,000,000 a year. One of the interveners insisted also that it would lose impor- 
tant industrial sales as a result of a general increase in purchased gas costs. 

Thus it was shown that to have permitted a sale twenty percent in excess of 
the existing maximum price would cause a radical disturbance of the status quo, 
and result in great harm to the customers of the public utilities purchasing gas 
in the area as well as injury to the public utilities themselves. 

Despite the evidence of adverse effect upon the existing price structure the 
applicant had failed effectively to challenge either the evidence attacking its 
proposed rate or the evidence supporting the 10 cent rate. In that case the 
Commission said: 


* * * The facts of this case urgently require a course of action which 
will forestall a general price increase in the south-central region of 
Oklahoma, thus “holding the line” and preserving the status quo at least 
until experience and time have given us the opportunity to develop more 
comprehensive criteria governing determination of rates of independent 
producers. 


The Commission went on to say: 


A proceeding of this nature cannot and is not intended to take the place 
of a proceeding under Section 4 or 5 of the Act and clearly the basis for 
decision in this proceeding is not necessarily controlling in any future pro- 
ceeding involving the rates of Signal. 


It said further that: 


We wish clearly to state that in conditioning the order to follow to pro- 
vide for a rate of 10 cents per Mcf, we do not find that this rate is the just 
and reasonable rate within the meaning of Section 4 of the Act. Neither do 
we foreclose an investigation under Section 5 (a) into the rates of Signal 
by our action in this proceeding * * *. The 10-cent rate is not a definitive 
rate and our action designedly is an interim measure calculated best to 
protect the public interest in a timely manner. 


The complexity of the problem of evaluating the rates of independent pro- 
ducers is evident from the Commission orders in proceedings involving the rates 
of such producers. In that connection the Commission has only recently had 
occasion to remark concerning “the present uncertain and peculiar situation 
created by applicable court decisions and the difficulty of fixing reasonable 
rates.” 14 

Consequently, although there is some language in the Commission’s decision 
in the Signal case which might be construed to mean that an applicant for a 
certificate has a burden of proof to show that the proposed rates are just and 
reasonable, similar to that resting upon an applicant in a Section 4 proceeding, 
it is not believed that such was the Commission’s meaning. Aside from the 
question of consistency with the legislative intent the impracticability of such a 
procedure seems indisputable. 

The Commission’s action in the Signal case was not inconsistent with its 
earlier (or later) disposition of independent producer certificate applications. 
In that case, also, the Commission was not concerned with the reasonableness, 
or the level, as an independent phenomenon, of the rates which Signal proposed 


4% Order dated February 19, 1958, In the Matters of United Carbon Company et al., 
Docket Nos. G-9572 et al, 19 F. P. C. 242. 
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to charge.15 Except that the impact might be felt upon the purchasing pipelines 
or their customers the choice between 10 and 12 cents would have been, it is 
believed, without significance. Of even less significance would have been the 
fact that in other instances and under other circumstances the Commission had 
allowed a rate of no more than 10 cents to become effective. 

That the Commission is concerned not with the level but rather with the 
effect of the change in level of rates the Commission made clear in its Opinion 
No. 299 (issued December 4, 1956) In the Matter of Natural Gas Pipeline Com- 
pany of America et al., Docket No. G—4280 et al., 16 F. P. C. 80, as follows: 


In our opinion No. 288 * * * we made it clear that the particular circum- 
stances presented in each case are of decisive importance in determining 
whether a condition like that imposed in the Signal case should be 
attached to the issuance of a certificate to a producer.16 These circum- 
stances include the extent to which a convincing showing has been made 
that as a result of the price proposed, the prices for other sales in the area 
in question will be increased, keeping in mind such relevant factors as 
the kind and quantity of gas sold, the degree of competition present in 
the area, and the extent to which the producer contract in question resem- 
bles the other gas sales contracts in the area. 


It is clear from the evidence in this record that the price at which United 
proposes to buy and the three independent producers propose to sell gas in the 
Bayou Rambio Field was agreed upon as a result of arm’s length bargaining and 
that competition for the purchase existed between United and other potential 
purchasers; that, as contended by the Staff, the proposed initial price of 21.3 
cents per Mcf is higher than any price being charged in South Louisiana “which 
is effective and not subject to a 5 (a) or 4 (e) proceeding.” On the other 
hand there is no evidence at all that the excess of the price so agreed upon 
between United and the sellers over those paid by others in the area is such 
that it will adversely affect in any way the economic feasibility of the proposed 
project, or United’s existing rates to any of its customers. There is, furthermore, 
no evidence whatever that the purchase of the gas by United at the initial rate 
proposed will affect in any way the rates presently being paid or which may 
hereafter be paid by United or other pipeline purchasers in the South Louisiana 
area. Consequently, it cannot be said here, as it was in the Signal opinion supra 
that to issue the certificates sought herein by the independent producers without 
imposing thereon a condition limiting the price to something less than that 
fixed in the contracts will cause a radical disturbance of the status quo and 
result in great harm to the customers of the pipelines purchasing gas in the 
area, or to those pipelines. Neither can it be said that if the rate here proposed 
were allowed to stand it would establish a higher price plateau in a new area to 
the detriment of United’s consumers or the consumers of other pipeline com- 
panies. It is believed that neither the fact that the price here proposed is 
higher than any price effective and not subject to a 5 (a) or 4 (e) proceeding 
on the one hand, nor the fact that the Commission has in other instances issued 
certificates to independent producers for sales carrying prices as high or higher, 
are of particular significance to the decision in this proceeding. 

As the Commission said in the Natural Gas Pipeline Company case supra 
although the record does not afford a basis for determining what the precise 


15 cf. Legislative recommendation number 13 (1) 1957 Annual Report FPC which would 
eliminate any requirement for certificates of public convenience and necessity for pro- 
ducers of natural gas. 

16 Footnote ® omitted here. 
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“just and reasonable” rate is for the gas to be sold by Superior, Texas and Olin 
to United, in view of the circumstances in this case it cannot be concluded that 
the public convenience and necessity requires that the certificates sought herein 
by the independent producers issue only if the rate at which this gas is sold 
is less than that proposed in the contracts. 

It is concluded therefore that the construction and operation of the facilities 
which United proposes herein to construct and operate and the sales of gas by 
Superior, Texas, and Olin to United in the Bayou Rambio area as proposed 
herein, are or will be required by the present or future public convenience and 
necessity ; and that there should not be imposed upon the certificates issued to 
Superior, Texas and Olin any condition or conditions fixing maximum rates to 
be charged thereunder. It should be pointed out, however, that it cannot be 
and is not found that either the initial or future rates set out in the gas 
purchase contracts between United and the several independent producers are 
just and reasonable within the meaning of Sections 4 and 5 of the Natural 
Gas Act. 

The authorization sought in the applications of Superior and Texas is to 
make the proposed sale of natural gas “in accordance with its aforementioned 
contracts with United Gas Pipe Line Company.” Such language may be con- 
strued to mean that those applicants seek a certificate limited in point of time 
to the term of the respective contracts. Those contracts provide that they shall 
continue and remain in full force and effect for a period of 20 years from the 
date of commencement of deliveries. 

Section 7 (b) of the Act provides in pertinent part that: 


No natural-gas company shall abandon all or any portion of its facilities 
subject to the jurisdiction of the Commission, or any service rendered by 
means of such facilities, without the permission and approval of the 
Commission first had and obtained * * * [upon] a finding by the Com- 
mission that the available supply of natural gas is depleted to the extent 
that the continuance of service is unwarranted or that present or future 
public convenience or necessity permit such abandonment. 


One who seeks to procure benefits which are to be derived from a certificate 
of public convenience and necessity must shoulder the obligations and responsi- 
bilities of that status as well. Among these are the responsibility of continued 
service so long as the supply of gas continues, and unless the public convenience 
and necessity require the termination of such service. 

While the Commission has the authority to grant such a limited certificate, 
Sunray Mid-Continent v. F. P. C., 239 F. 2d 97, 101, it is believed that unless 
legal, physical, financial, or other factors are shown to exist which warrant 
such a limitation, the public convenience and necessity could not be said to 
require it here. 

The testimony of one of United’s witnesses was to the effect that if United 
took only the minimum quantities provided for in the contracts it would take 
approximately 20 years to exhaust the estimated reserves; that United has the 
right, however, to take in excess of such minimum quantity, and that United 
expected to take from time to time more than that quantity. 

Assuming, therefore, that the estimates of the reserves in the Bayou Rambio 
Field are correct, it would thus appear that prior to the end of the term of 
the contracts such reserves would have been exhausted. In the event that within 
the 20 year period the available supply is depleted to the extent that the con- 
tinuance of service is unwarranted applicants may procure from the Commission 
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permission and approval for the abandonment of the service contemplated by 
the certificates. On the other hand, however, it cannot now be determined that, 
in the event the available supply of gas has not been so depleted at the end of 
the 20-year term, the public convenience and necessity will then permit such 
abandonment. 

The certificate issued herewith will be of unlimited duration and subject to 
termination only in accordance with the provisions of Section 7 (b) of the 
Natural Gas Act. 

ADDITIONAL FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record herein, the evidence adduced and 
the briefs filed, it is found and concluded, in addition to the findings and con- 
clusions heretofore set out, that: 

(1) United Gas Pipe Line Company the applicant in Docket No. G—12169 
is a natural-gas company within the meaning of the Natural Gas Act. 

(2) The Superior Oil Company, Texas Gulf Producing Company, and Olin 
Gas Transmission Corporation, applicants in Docket Nos. G—12121, G—12128 
and G—12417, respectively, are now, or will become upon the commencement of 
the sales of natural gas proposed in these proceedings, independent producers 
of natural gas as defined in this Commission’s regulations, are or will then be 
engaged in the sale of natural gas in interstate commerce for resale for ultimate 
public consumption, and each of them is or will then be engaged in the sale of 
natural gas in interstate commerce for resale for ultimate public consumption, 
and each of them is or will then be, therefore, a natural-gas company within the 
meaning of the Natural Gas Act. 

(3) The facilities which United proposes in its application in Docket No. 
G-12169 to construct and operate, specifically, two purchase meter stations, 1.5 
miles of 8-inch pipeline, and appurtenant facilities, beginning at a point in 
Bayou Rambio Field in Section 7, Township 20 South, Range 17 East, Terre- 
bonne Parish, Louisiana, and extending in a northerly direction terminating at 
United’s 12-inch pipeline in Section 77, Township 19 South, Range 17 Hast, in 
the same parish, are to be used for the transportation and sale of natural gas 
in interstate commerce and such facilities are subject to the requirements of 
Section 7 of the Natural Gas Act. 

(4) The sales proposed to be made by the independent producers named in 
Finding (2) above, all as more fully set forth in the applications filed in 
Dockets Nos. G—12121, G—12128 and G—12417, will be made to United for the 
purpose of resale by United in interstate commerce, and such sales are, or 
will be, subject to the provisions of Section 7 of the Natural Gas Act. 

(5) United is a qualified applicant within the meaning of Subsection (c) of 
Section 7 of the Act and is able and willing properly to do the acts, construct 
and operate the facilities proposed and conform to the provisions of the Natural 
Gas Act and the requirements, rules, and regulations of the Commission 
thereunder. 

(6) Superior, Texas Gulf and Olin, the independent producers named in Find- 
ing (2) are and each of them is a qualified applicant within the meaning of 
Section 7 (c) of the Act and each of them is able and willing properly to do the 
acts and perform the services proposed and conform to the provisions of the 
Natural Gas Act and the requirements, rules and regulations of the Commission 
thereunder. 

(7) The construction and operation by United of the facilities described in 
Finding (3) and the services described in Finding (4) proposed to be rendered 








658 FEDERAL POWER COMMISSION 


by the independent producers named in Finding (2) are, or will be, required 
by the present or future public convenience and necessity and certificates there- 
for, as provided by Section 7 (c) of the Act, should be issued as hereinafter 
ordered upon the terms and conditions contained in this order, which terms and 
conditions are reasonable and required by the public convenience and necessity. 

(8) The present or future public convenience or necessity does not permit 
the issuance to Superior and Texas of certificates limited in duration and 
providing for their own expiration upon the expiration of the contract term so 
as to authorize such applicants to cease the delivery and sale of gas thereunder 
at that time. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission, that: 

A. A certificate of public convenience and necessity be and the same is hereby 
issued authorizing United to construct and operate the facilities described in 
Finding (3) above for the transportation and sale of natural gas to be purchased 

by United from Superior, Texas and Olin in the Bayou Rambio Field, Terre- 
bonne Parish, Louisiana, in accordance with the gas purchase contracts entered 
into between United and Superior, Texas and Olin, on February 5, 1957, 
February 14, 1957, and March 21, 1957, respectively, upon the terms and condi- 
tions of this order. 

B. Certificates of public convenience and necessity be and the same are hereby 
issued to the independent producer applicants referred to in Finding (2) above 
authorizing the sale of natural gas by them to United referred to in Paragraph 
A hereof, together with the construction and operation of any facilities subject 
to the jurisdiction of this Commission necessary therefor, subject to the terms 
and conditions of this order. 

C. The certificates issued in Paragraph A and B hereof shall be accepted in 
writing under oath by a responsible official of the applicants respectively within 
30 days from the issuance of this order. 

D. The certificate issued to each of said applicants is not transferable and 
shall be effective only so long as each of said applicants continues the acts or 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, and the applicable rules, regulations and orders of the Commission. 

E. The grant of the certificates herein shall not be construed as a determina- 
tion of the justness or reasonableness of the initial or subsequent prices con- 
tained in the gas purchase contracts, nor as a waiver of the requirements of 
Section 4 of the Natural Gas Act, or of Section 154 of the Commission’s Rules 
and Regulations thereunder requiring the filing of rate schedules for the 
services herein authorized; and it is without prejudice to any findings or orders 
which have been or may hereafter be made by the Commission in any proceeding 
now pending or which may hereafter be instituted by or against the applicants 
herein. Further, the action in this proceeding shall not forclose nor prejudice 
any future proceeding or objection relating to the operation of any price or 
related provision in the gas purchase contracts herein involved. 

F. The general terms and conditions set forth in paragraphs (a), (b), (ec) (1), 
(ce) (8), (ce) (4) and (e) of Section 157.20 of the Commission Rules and 
Regulations including the Rules of Practice and Procedure, shall attach to the 
issuance of the certificates granted in paragraphs A and B hereof, and to the 
exercise of the rights granted thereunder. 

EpwaAkp B. MARSH, 
Presiding Examiner. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


DUKE POWER COMPANY, DOCKET NO. E-6809 
ORDER AUTHORIZING ACQUISITION AND MERGER OR CONSOLIDATION OF FACILITIES 
(Issued May 9, 1958) 


Duke Power Company (Duke), incorporated under the laws of the State of 
New Jersey and qualified to do business as a foreign corporation in the States 
of North Carolina and South Carolina, with its principle place of business in 
Charlotte, North Carolina, filed an application on March 24, 1958, as amended 
April 17, 1958, for an order, pursuant to Section 203 of the Federal Power Act, 
authorizing it to acquire and merge or consolidate with its own facilities 
subject to the jurisdiction of the Commission certain facilities of Carolina 
Mountain Power Corporation (Carolina), incorporated under the laws of the 
State of Delaware and qualified to do business as a foreign corporation in the 
State of North Carolina, with its principal place of business in Wilmington, 
Delaware. 

Duke proposes to acquire all of the operating facilities of Carolina except 
the latter company’s hydroelectric plant located near Lake Lure, North Caro- 
lina, pursuant to an agreement entered November 25, 1957, between the two 
companies, for the purchase price of $105,000. The application states that the 
amount of consideration was determined by arm’s-length negotiations between 
the parties to the transaction. 

The facilities to be purchased by Duke from Carolina consist of /1) a 44 kv 
transmission line, approximately 6.33 miles in length extending from Carolina’s 
Lake Lure hydroelectric station to Duke’s Turner Shoals plant, located in Polk 
County, North Carolina, together with all rights of way for the construction, 
maintenance, and operation of the line; (2) the entire electric distribution 
system of Carolina, comprised of 11 kv, 4.16 kv, and 2.4 kv lines; and (3) a small 
parcel of real property for substation use and other facilities of Carol'na asso- 
ciated with the operation of its electric distribution system and its transmission 
line. Carolina has been utilizing the above-described facilities to provide electric 
service in portions of Henderson, Rutherford, and Polk Counties in North 
Carolina, an area which includes the Town of Lake Lure and the unincorporated 
communities of Bat Cave and Chimney Rock. The 44 kv transmission line has 
been used principally for the transmission and sale of electric energy in excess 
of Carolina’s needs from Carolina’s Lake Lure station into Duke’s system at 
the aforementioned Turner Shoals plant. Such excess energy in the amount of 
4,337,000 kwh was sold to Duke in 1956.1 

Duke is engaged in the generation, transmission, distribution, and sale of elec- 
tric energy 2 in all or portions cf 36 counties in North Carolina and 14 counties 
in South Carolina. This territory has a population of approximately 3,007,000, 
and includes the cities of Charlotte, Winston-Salem, Greensboro, and Durham 
in North Carolina, and Spartanburg and Greenville in South Carolina. Duke 


1 This energy was sold pursuant to an agreement entered July 1, 1951, between Duke 
and Carolina. Upon transfer of the property here involved, that agreement will termi- 
nate; and by the terms of the above-mentioned contract for the purchase of Carolina’s 
facilities, Duke and Carolina will consummate a new contract whereby Duke will purchase 
the entire output of Carolina’s hydroelectric station at Lake Lure for a period of 25 years 
at an initial rate of one-half cent per kwh. 

2 Duke also operates local transportation systems and water supply systems in a num- 
ber of North Carolina and South Carolina cities. 
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owns and operates 32 hydroelectric generating plants and 8 steam-electric gen- 
erating plants, which produced electric energy in the total amounts of 882,466,200 
kwh and 10,664,581,400 kwh, respectively, in 1956. It furnishes electric service 
in areas adjacent to the service area of Carolina. 

Upon completion of the transactions here contemplated, Duke represents that 
it will continue to utilize the facilities concerned for the same purposes as now 
utilized by Carolina. 

The application indicates that the cost of the electric properties involved was 
not recorded on the books of Carolina as amounts representing the original 
cost thereof. The original cost of the distribution facilities to be acquired 
was redetermined in January, 1957, based upon a physical inventory; and the 
original cost of Carolina’s 44 kv transmission line was based upon the cost per 
mile for each account of a similar line over a similar terrain constructed 
contemporaneously by Duke. The original cost of these facilities, as thus deter- 
mined, amounted to $171,915. Duke proposes to record the entire transaction on 
its books by a debit of $171,915 to Account 100.1, Electric Plant in Service, and 
by credits of $105,000 and $66,915, respectively, to Account 120, Cash, and 
Account 250, Reserve for Depreciation of Electric Plant. The transaction will 
not result in the creation of an acquisition adjustment. 

The proposed acquisition and merger or consolidation of facilities will be in 
the public interest in that Duke plans to make substantial improvements and 
additions to Carolina’s electric properties which would result in a considerably 
greater capacity to meet the present and future requirements of customers in 
the area affected. The proposed merger also would result in a substitution of 
the lower rates of Duke for those of Carolina in that area. 

Written notice of the application has been given to the North Carolina Utilities 
Commission and the South Carolina Public Service Commission, and to the 
Governor of each of those States. Notice was also published in the Federal 
Register on April 4, 1958 (23 F. R. 2235-6), stating that any person desiring 
to be heard or to make any protest with reference to the application should 
file a petition or protest on or before April 18, 1958, with the Federal Power 
Commission, Washington 25, D. C. No protest, petition, or request to be heard 
in opposition to the granting of the application has been received. 

By order issued March 31, 1958, the North Carolina Utilities Commission 
authorized Duke and Carolina to consummate the proposed transaction. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 203 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued December 
29, 1955, In the Matter of Duke Power Company, Docket No. E-6652. 

(2) By the proposed transactions, as described above, Duke will acquire and 
merge or consolidate its facilities subject to the jurisdiction of the Commission 
with those of Carolina, another person within the meaning and subject to the 
requirements of Section 203 of the Act. 

(3) The proposed acquisition and merger or consolidation of a portion of 
the facilities of Carolina with its own facilities by Duke will be consistent with 
the public interest as expressed in the Act, for the reasons as set forth in the 
recital above. 

(4) The period of public notice given in this matter is reasonable. 
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The Commission orders: 


(A) The proposed acquisition and merger or consolidation by Duke of its 
facilities with a portion of the facilities of Carolina, as described above, is 
authorized and approved upon the terms and conditions as specified in the 
application, as amended, subject to the provisions of this order. 

(B) This authorization shall expire unless the transactions herein author- 
ized are consummated within 90 days from the issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuations, estimates or determinations of cost, or any other matter whatsoever 
which is now pending or may come before this Commission; and nothing in this 
order shall be construed as an acquiescence by this Commission in any estimate 
or determination of cost or any valuation of property claimed or asserted. 


3efore Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G—10396 ; 
GULF REFINING COMPANY, DOCKET NO. G—10400; 
PANHANUVLE EASTERN PIPE LINE COMPANY, DOCKET NO. G—11061 


ORDER DENYING APPLICATION FOR, REHEARING 
(Issued May 9, 1958) 


American Louisiana Pipe Line Company (American Louisiana) on April 11, 
1958, filed, pursuant to Section 19 (b) of the Natural Gas Act, an Application 
for Rehearing of our order of March 14, 1958, denying permission to withdraw 
certain pleadings. 

The basis for the Application for Rehearing is found in paragraph VII of 
the application : 


On March 14, 1958, the Commission issued “Order Denying Permission 
To Withdraw Pleadings.” ‘This order is not supported by adequate findings 
and dves not comply with the requirements of the Administrative Procedure 
Act. The Commission’s findings are not supported by substantial evidence 
and the Commission acted arbitrarily and abused its discretion in issuing 
the order. 


In support of its allegations American Louisiana cites principally Jones y. 
Securities € Exchange Commission, 298 U. S. 1, for its claim that the order 
upon which rehearing is desired is final and dispositive of the issues raised by 
the application. On the contrary, this is a procedural order which in no way 
bears on the final outcome of the case. Thus, our findings as stated therein are 
sufficient for the action we took. In fact, had we taken any other action, the 
interests of all parties, including American Louisiana, would have been 
prejudiced. 

In Jones (supra) the rule is that a party may withdraw a pleading before 
hearing; here, the hearing had been completed and evidence introduced 
affecting the pleading sought to be withdrawn. In Jones, also, the pleading 
which was withdrawn was a registration statement which would have gone into 
effect automatically unless estopped by action of the Commission after hearing ; 
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here, the pleading is an application for a license which must be affirmatively 
granted by us before it can become effective. We see no application of the rule 
of Jones to our action here. 

American Louisiana cities, also, Central West Utility Company v. F. P. C., 
247 F. 2d 306. There a final order was involved instead of an interim procedural 
order as here. When a final order issues in these proceedings due regard will 
be given to the proper exercise of our authority. 

As American Louisiana itself stated in its Answer and Objections to Notice 
of Withdrawal of Certificate Applications which was filed on November 26, 
1956, when Gulf Refining Company sought to withdraw its application in 
Docket No. G—10398 in these consolidated proceedings, at page 10: 


Section 1.11 (d) of the Commission’s Rules of Practice and Procedure 
specifically provides that where, as here, the hearing has been “convened,” 
an application or other pleading cannot be withdrawn “without express per- 
mission of the Commission.” Moreover, the notice of withdrawal must “set 
forth the reasons for the withdrawal.” 


And again at page 12: 


Gulf should not be given permission to withdraw its Krotz Springs 
application unless and until it has clearly established its right to terminate 
the Krotz Springs contract, a showing which it cannot make. 

Any other course of procedure could substantially prejudice the interests 
of American Louisiana and the numerous other parties in these proceedings, 
as well as the public interest. 


We did not permit that withdrawal because to have done so would have 
prejudiced the rights of all parties to this proceeding, nor may we permit the one 
here under consideration for to do so might prejudice the public interest. 

We also note that on March 18, 1957, Staff Counsel orally moved on the 
record (Tr. 1466) and again in writing on March 21, 1957, that American 
Louisiana’s application be denied because no evidence had been adduced in 
support of the second phase of its application and American Louisiana had 
failed to move to conform its application to the proof. Counsel for American 
Louisiana vigorously opposed this motion orally on the record (Tr. 1476, et seq.) 
and in writing on April 15, 1957, stating inter alia “American Louisiana has not 
abandoned and does not intend to abandon the ‘second step’ of its applica- 
tion * * *” (Answer, p. 2.) 

Finally, the application in its entirety has been before the Presiding Examiner 
for decision since January 28, 1958. We will consider the matter of the second 
phase of American Louisiana’s application when that decision and the record 
is before us; we cannot consider it now. 


The Commission further finds: 


(1) Withdrawal of pleadings as requested by American Louisiana in its 
Application for Rehearing might be contrary to the public interest, would be 
dispositive of issues now before the Presiding Examiner for decision, and 
would be prejudicial to the interests of the parties and said Application for 
Rehearing should be denied. 

(2) Any and all arguments not heretofore specifically discussed have been 
considered and are found either to be without merit or not to be controlling 
in the circumstances. 


The Commission orders: 


The Application for Rehearing filed by American Louisiana Pipe Line Com- 
pany on April 11, 1958, be and hereby is denied. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


SUNRAY MID-CONTINENT OIL COMPANY 
DOCKET NOS. G—13298, G—13349, G—13365, G-—13634 AND G-—13641 
ORDER DENYING APPLICATION FOR REHEARING 
(Issued May 9, 1958) 


On April 18, 1958, Sunray Mid-Continent Oil Company (Sunray), filed an 
application for rehearing in the matter of the action taken by the Commission 
on March 21, 1958, through its Secretary, rescinding temporary authorizations 
for sales of natural gas granted to Sunray under the provisions of Section 
157.28 of the Commission’s Regulations (Order No. 193) under the Natural Gas 
Act to (1) in Docket No. G—13298, to Cities Service Gas Company (2) in 
Docket No. G—13349, to Kansas-Nebraska Natural Gas Co., Inc., (3) in Docket 
No. G—13365, to Coastal States Gas Producing Company (4) in Docket No. 
G—13634, to Northern Natural Gas Company and (5) in Docket No. G—13641, to 
Northern Natural Gas Company. 

Sunray, a Delaware corporation, and an independent producer of natural 
gas, with its principal place of business in Tulsa, Oklahoma, filed applications 
pursuant to Section 7 of the Natural Gas Act for certificates of public con- 
venience and necessity, together with applications for temporary authorizations 
respecting the sales initiated pursuant to Section 157.28 of the Commission’s 
Regulations under the Natural Gas Act, in each of the dockets referred to herein- 
above. The applications referred to request a non-jurisdictional declaration by 
the Commission and an alternative determination as to a certificate of public 
convenience and necessity only for the term of the contract covering the sale 
made the subject of the application. In each of the applications Sunray asserts 
it is “able and willing properly to make the sale in accordance with the terms, 
provisions and conditions of its contract and in connection therewith to conform 
to the provisions of the Natural Gas Act and the requirements, rules and regula- 
tions of the Commission thereunder, if Applicant is held subject thereto.” 

Similarly in each of the accompanying and concurrently filed applications 
for temporary authorization Sunray asserts that it invokes Section 157.28 of 
the Regulations under the Natural Gas Act for temporary authority to initiate 
the sale of natural gas pursuant to the contract under which the sale is made, 
and in connection therewith asserts in Docket Nos. G—13298, G—13349 and 
G—13641 that gas is being produced and sold from the subject areas of produc- 
tion by other producers, and that unless the Commission grants the requested 
authorization Sunray and its royalty owners will suffer irreparable loss and 
economic hardship from the continued drainage of gas from their property. In 
Docket No. G—13634 Sunray asserts the necessity of paying delayed rentals 
or shut-in gas royalty payments as creating economic hardship on it if it 
cannot sell the gas. In Docket No. G—13365 Sunray asserts it will be unable to 
enforce or perform under its sales contract and thus be denied any choice in the 
disposition of its gas from its property until it receives authorization for the 
sale involved, which constitutes an unjustifiable hardship on Sunray. 

The Commission in accordance with Section 157.28 (d) of its Regulations 
notified Sunray by letter dated October 8, 1957, with respect to Docket No. 
G—13298 that Sunray’s statement filed with the Commission September 26, 1957 
is not accepted, and the Commission by letter-order of December 3, 1957 denied 
Sunray temporary authorizations in Docket Nos. G—13298, G—13349, G—13365, 
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G-—13634 and G-—13641. Phe temporary authorizations were denied because it 
had not been shown that under Section 7 of the Act public convenience and 
necessity would be served or that temporary authorizations could be given 
under the limited certificates sought by Sunray. With respect to these denials 
Sunray filed on January 2, 1958 an application for rehearing of the Com- 
mission action denying requested temporary authorizations. 

Accepting Sunray’s statement filed pursuant to Section 157.28 (c) (1) the 
Commission on January 30, 1958 granted Sunray’s request for a rehearing and 
by letter-order granted temporary authorizations subject to stated conditions 
covering the sales of natural gas to Cities Service (Docket No. G—13298), to 
Kansas-Nebraska Natural Gas Co. Inc. (Docket No. G—13349), to Coastal States 
Gas Producing Company (Docket No. G—13365), to Northern Natural Gas Com- 
pany (Docket Nos. G—13634 and G—13641) initiated by Sunray pursuant to the 
provisions of Section 157.28 of the Commission’s regulations. The attention of 
Sunray was specifically directed in this authorization to the requirements of 
Section 7 (b) for express Commission permission to discontinue the service 
thereby authorized. 

Sunray on February 10, 1958 advised the Commission it would not be bound 
by the condition imposed by the Commission in its authorization of January 
30, 1958, prohibiting the discontinuance of service commenced under temporary 
authorizations without Commission permission. 

The Commission on March 21, 1958, rescinded the temporary authorizations 
granted Sunray in Docket Nos. G—13298,1 G—13349, G—13365, G—13634 and 
G-—13641 for the reason that in the light of the letter of Sunray dated February 
10, 1958, otherwise accepting with conditions and reservations the temporary 
authorizations of the Commission granted January 30, 1958, it appeared that 
Sunray was not able and willing to accept the conditions attached by the 
Commission to the said temporary authorizations, which inter alia prohibited 
the discontinuance of service commenced under Section 157.28 without Com- 
mission approval. 

The application for rehearing filed April 18, 1958, must be denied primarily 
for the reason that it appears Sunray refuses to be bound by the provisions 
of Section 7 of the Act or the valid orders, rules and regulations of the Com- 
mission above mentioned and promulgated, adopted and issued in pursuance 
of the authority granted the Commission under Sections 7 and 16 of the Natural 
Gas Act.2 These sections authorize the Commission to provide for assurance 
of continued service once commenced pursuant to the provisions of the Natural 
Gas Act during the pendency of the certificate proceeding, and for a period of 
time preceding the final determination by the Commission as to Sunray’s right 
to a limited certificate of public convenience and necessity, as alleged by it in 
each of the certificate applications filed in the subject proceedings. In the 
exercise of the Commission’s authority under Sections 7 and 16 of the Act the 
attachment of conditions to orders granting temporary authorization is as 


1 Sunray requested and was again granted temporary authorization in this docket on 
April 18, 1958, providing it would file its letter of acceptance within 15 days and on April 
22, 1958, it filed a letter of acceptance with the Commission in this docket accepting the 
condition “once service is commenced under this authorization, it may not be discontinued 
without permission of the Commission issued pursuant to the Natural Gas Act.” This 
docket is also before the Presiding Examiner for his initial decision, In the Matters of 
Sunray Mid-Continent Oil Company in Docket Nos. G-2975, et al., insofar as it relates to 
whether a certificate should issue to Sunray limited in duration and provide for its expira- 
tion upon the expiration of the contract term so as to authorize Sunray to cease delivery 
and sale of gas thereunder at the contract termination date. 

2In this connection see Section 157.28 and 157.28 (a) of the Commission's Regulations 
ander the Natural Gas Act, 21 F. R. 9166. 
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proper as in the issuance of a permanent certificate. Public Utilities Com- 
mission v. Federal Power Commission, 205 F. 2d 116, 120; J. M. Huber Corpora- 
tion v. Federal Power Commission, 236 F. 2d 550, 557; Signal Oil and Gas Co. 
v. Federal Power Commission, 238 F. 2d 771, cert. den. 353 U. 8. 923. 

Sunray takes the position that the Commission may condition a certificate, 
permanent in nature and far more embracing than any temporary authorization, 
but is without authority to condition a temporary certificate. This view would 
defeat the very purpose for which the Natural Gas Act was passed, i. e., to 
protect the public interest. Sunray would dictate the terms under which it 
will accept temporary authorization, to accept in part and to reject in part. 
This they cannot do. In view of the situation presented by Sunray, the facts 
before the Commission, and the clear authority of the Commission to provide 
for the protection of the public interest in the administration of the Natural 
Gas Act, it appears Sunray has not presented any valid reason for the Com- 
mission to grant a rehearing in the matter of the rescission of temporary 
authorizations as ordered by our letter-order of March 21, 1958. 


The Commission finds: 


The application for rehearing of our order of March 21, 1958, in Docket Nos. 
G-—13298, G—13349, G—13365, G—13634 and G—13641, and the facts and the law 
relating thereto having been fully considered by the Commission, Sunray has 
not shown sufficient reason for the granting of a rehearing in the matter of 
the rescission of temporary authorizations granted Sunray, and the same should 
be denied as hereinafter ordered. 


The Commission orders: 


The application for rehearing filed by Sunray on April 18, 1958, concerning 
the Commission’s order of March 21, 1958, in Docket Nos. G—13298, G—13349, 
G—13365, G—13634 and G—13641 rescinding temporary authorizations granted 
Sunray on January 30, 1958, is hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


OHIO EDISON COMPANY 


ORDER APPROVING AND DIRECTING ACCOUNTING DISPOSITION OF AMOUNTS INCLUDED 
IN ACCOUNT 100.5, ELECTRIC PLANT ACQUISITION ADJUSTMENT 


(Issued May 9, 1958) 


Ohio Edison Company (Ohio Edison), incorporated under the laws of the State 
of Ohio, with its principal place of business at Akron, Ohio, on December 23, 
1957, requested approval, pursuant to the Commission’s Uniform System of 
Accounts Prescribed for Public Utilities and Licensees, of the accounting 
disposition of the amount of $3,308,327.40 included in its Account 100.5, Electric 
Plant Acquisition Adjustment, as of May 1, 1950. 

This amount of $3,308,327.40 is stated to represent the excess of recorded 
cost over original cost of electric plant acquired by Ohio Edison from The Ohio 
Public Service Company (Public Service), as a result of the merger of the two 
companies, as of May 1, 1950. In compliance with Electric Plant Instruction 4 
of the Commission’s Uniform System of Accounts Prescribed for Public Utilities 
and Licensees, Ohio Edison submitted reclassification and original cost data 
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respecting those properties to this Commission on July 29, 1957, and revisions 
thereof on December 23, 1957. This data has not been subjected to any field 
examination by the staff of this Commission. 

Ohio Edison proposes to dispose of this amount of $3,308,327.40 classified in 
Account 100.5 by immediately charging to Account 414, Miscellaneous Debits to 
Surplus, the amount of $1,158,327.40 and amortizing the balance of $2,150,000 
through monthly charges of $25,000 to Account 505, Amortization of Electric 
Plant Acquisition Adjustments, commencing during May, 1960, and ending 
during June, 1967. Ohio Edison proposes that it may increase such monthly 
charges; and it may reduce that amount of $2,150,000, in whole or in part, by 
direct charges to Account 414. If any increase is effected in the amount of 
the monthly amortization charges the subsequently monthly charges will be 
continued at an amount not less than such increased amount until the entire 
remaining balance shall have been amortized. And, if Ohio Edison shall effect 
any reduction in the $2,150,000 balance by a direct charge to Account 414 it 
proposes to amortize the amount of the balance thereafter remaining by equal 
monthly charges, the last such monthly charge being made not later than the 
date upon which the unamortized balance would have been extinguished had 
the charge to Account 414, Miscellaneous Debits to Surplus, not been made. 
Ohio Edison states that its proposal to defer until May, 1960, the commence- 
ment of amortization of the balance of $2,150,000 is occasioned by a desire to 
complete the amortization of an amount previously included by it in Account 
100.5 as a result of its reclassification and original cost studies as of January 1, 
1937, the disposition of which was approved by the Commission’s order issued 
June 25, 1946. 

The staff recommends Commission approval and direction of the above 
accounting disposition as proposed by Ohio Edison, provided that the monthly 
amortization of the balance of $2,150,000 not otherwise charged to Account 
414, Miscellaneous Debits to Surplus, be charged to Account 537, Miscellaneous 
Amortization, instead of Account 505. 

The Public Utilities Commission of Ohio by order dated January 3, 1958, 
approved Ohio Edison’s proposed accounting disposition. 


The Commission finds: 


The company’s proposed accounting disposition of the amount of $3,308,327.40, 
included by Ohio Edison in Account 100.5 as of May 1, 1950, as modified by 
the recommendations of the staff, all as described above, is reasonable and 
appropriate for the purposes of the Federal Power Act, and should be approved 
and directed as hereinafter provided. 


The Commission orders: 


(A) The accounting disposition proposed by Ohio Edison as modified to reflect 
the staff recommendation herein, all as described above, is hereby approved and 
Ohio Edison is hereby directed to make that accounting disposition as so 
modified. 

(B) Ohio Edison shall submit within 30 days from the issuance of this order 
two certified copies of the accounting entries giving effect to the immediate 
disposition of the amount of $1,158,327.40 as above proposed, and to submit 
within 30 days after December 31 each year, beginning with the year 1960, two 
certified copies of the entries reflecting the annual amortization or other 
approved disposition of the balance of $2,150,000 classified in Account 100.5 as 
approved and directed above. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS EASTERN TRANSMISSION CORPORATION 
DOCKET NO. G—12706 


ORDER DENYING MOTION FOR RECONSIDERATION AND MODIFICATION OF ORDER MAKING 
EFFECTIVE PROPOSED TARIFF CHANGES UPON FILING OF BOND OB EQUIVALENT 
ASSURANCE OF REFUND OF EXCESS CHARGES 


(Issued May 12, 1958) 


On February 17, 1958, Texas Eastern Transmission Corporation (Texas 
Eastern) filed a motion for reconsideration and modification of the “Order 
Making Effective Proposed Tariff Changes Upon Filing of Bond or Equivalent 
Assurance of Refund of Excess Charges”, issued in this proceeding on February 
3, 1958. By successive notices of extensions of time, the time within which 
Texas Eastern is required to file the bond or equivalent assurance specified in 
such Order issued February 3, 1958, has been extended to and including 
May 26, 1958. 

The Motion for Reconsideration and Modification is essentially based on two 
grounds: (1) that the decision in the so-called “Memphis” case (Memphis, et al. 
v. Federal Power Commission, 250 F. 2d 402, certiorari granted February 3, 
1958) is inapplicable to the tariff changes filed in the present proceeding; and 
(2) that a large portion of the increase in rates provided for in Texas Eastern’s 
said tariff changes is comprised of increases in rates which Texas Eastern must 
pay, subject to refund, for gas purchased by it from other pipeline companies 
pursuant to effective tariffs of such other companies, who should pro tanto 
bear the refund responsibility. In this connection, Texas Eastern makes the 
point, of which we are well aware, that the cost of any bond secured by Texas 
Eastern may increase costs chargeable to consumers and the bond may thus 
constitute a burden to consumers as well as to the pipeline company. 

With regard to the first ground for the motion, as above set forth, it is 
sufficient to say that we are unable to conclude now, that the rationale of the 
Memphis decision is inapplicable to the tariff changes at issue in the present 
proceeding. Except for differences in phraseology, Texas Eastern’s supply 
arrangements with its customers are substantially similar to those of United 
Gas Pipe Line Company and its customers, as considered in the Memphis 
decision. 

With regard to the second ground for Texas Eastern’s motion, we note that 
the proposed increased rates of two of Texas Eastern’s pipeline suppliers— 
United Gas Pipe Line Company (United Gas) and Texas Gas Transmission 
Corporation (Texas Gas)—do in fact make up a large portion of the costs 
alleged by Texas Eastern to justify its filings in the present case. Such pro- 
posed increased rates became effective subject to refund, on November 16, 1956, 
as to United Gas (Docket No. G—10592), and on February 15, 1957, as to Texas 
Gas (Docket No. G—10751) upon the filing of corporate undertakings to refund, 
in accordance with the practice followed by the Commission prior to the issuance 
on December 31, 1957 of the order in El Paso Natural Gas Company, Docket 
No. G—12948, 18 F. P. C. 838, which for the reasons therein stated, changed the 
prior practice in this regard. Thus, there does not exist in fact, in the present 
ease, a bond or equivalent assurance of refund of amounts of increased rates 
collected by Texas Eastern resulting from effective increased rates of its pipe- 
line suppliers, United Gas and Texas Gas. Furthermore, the responsibility for 
possible refund of increased rates made effective by Texas Eastern rests upon 
that company, and not upon its suppliers. We believe that discharge of such 
responsibility should be protected by bond or equivalent assurance of refund 
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covering Texas Eastern, rather than traced to the potentialities of recovery 
from Texas Eastern’s suppliers. As to the costs of securing bond, it may be 
noted that Texas Eastern is at liberty to avoid such costs by adopting one of 
the alternatives to the bonding process, as specified in our order of February 
8, 1958. 


The Commission finds: 


The motion for reconsideration and modification of our order issued herein 
on February 3, 1958, sets forth no new facts and no principles of law which 
either were not fully considered by the Commission when it issued that order 
or, which having now been considered, warrant any change in or modification 
of such order. All contentions and objections not specifically discussed or 
referred to herein have been considered and found either without basis in law 
or support in fact, but are not sufficiently material to warrant individual 
treatment. 


The Commission orders: 


The motion for reconsideration and modification of our order issued herein 
on February 3, 1958, filed by Texas Eastern on February 17, 1958, is hereby 
denied. 

Commissioners Digby and Stueck dissenting for the reasons stated in dissents 
to the order issued February 3, 1958. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


ALGONQUIN GAS TRANSMISSION COMPANY, DOCKET NO. G—12859 


ORDER MODIFYING ORDER MAKING EFFECTIVE PROPOSED TARIFF CHANGES UPON FILING 
OF BOND OR EQUIVALENT ASSURANCE OF REFUND OF EXCESS CHARGES 


(Issued May 12, 1958) 


On February 21, 1958, Algonquin Gas Transmission Company (Algonquin), 
filed a motion for reconsideration and modification of the “Order Making Effec- 
tive Proposed Tariff Changes Upon Filing of Bond or Equivalent Assurance of 
Refund of Excess Charges”, issued in this proceeding on February 3, 1958. 
By successive notices of extensions of time, the time within which Algonquin 
is required to file the bond or equivalent assurance specified in such Order 
issued February 3, 1958, has been extended to and including May 26, 1958. 

Algonquin bases its motion upon two grounds. First, it asserts that the 
rationale of the Memphis decision is inapplicable to the tariff changes filed 
herein. 

With regard to this ground for the motion, it is sufficient to say that we are 
unable to conclude now that the rationale of the Memphis decision is inapplic- 
able to the tariff changes at issue in the present proceeding. 

Secondly, Algonquin states that approximately 85% of the increase it seeks 
is based upon the increased cost of gas it purchases from Texas Pastern 
Transmission Corporation (Texas Eastern), which latter increase is subject 
to possible refund in Docket No. G—12706. In view of these circumstances, 
Algonquin asserts that duplicative security requirements imposed by the Com- 
mission on both companies would create an unjustified pyramiding of bend 
costs, because, it reasons, the entire refund security costs of upstream sup- 
pliers will be passed on down to Algonquin and its customers. This, it contends, 
is unjustified since, in the eventuality of dismissal of Algonquin’s case under 
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the Memphis doctrine, its customers will be assured of funds being available 
from Algonquin’s supplier which will likewise be required to refund to Algonquin. 

Upon consideration of Algonquin’s motion herein together with a somewhat 
similar motion filed by Texas Eastern Transmission Corporation, in Docket No. 
G—12706, and consistent with the purposes stated in our order issued December 
31, 1957, in Docket No. G—12948, El Paso Natural Gas Company, 18 F. P. C. 838, 
it appears that adequate assurance of protection to Algonquin’s customers will 
be provided by requiring Texas Eastern to file a 100% bond or equivalent 
assurance and to require Algonquin to file a bond or equivalent assurance 
securing the refund of up to approximately 15% of the increased revenues 
it proposes to collect. The amount of the difference between Algonquin’s pro- 
posed increase and the amount of estimated increased cost of gas purchased by 
Algonquin by reason of Texas Hastern’s proposed increased rates, is approxi- 
mately $300,000 per year, which is approximately 15% of the increase sought 
by Algonquin. We have, by order concurrently issued in Docket No. G—12706, 
denied Texas Eastern’s motion for modification of the order issued in these 
proceedings on February 3, 1958. 


The Commission finds: 


It is proper in the public interest and in the enforcement of the provisions 
of the Natural Gas Act to reduce the amount of the bond or equivalent 
assurance of refund to the cumulative amount of $300,000 per year. 


The Commission orders: 


Paragraphs (C), (D), and (E) of the order issued herein on February 3, 
1958, be and they are hereby amended to read as follows: 

(C) As a condition to this order, within 30 days from the date of issuance 
hereof, Algonquin shall execute and file with the Secretary of this Commission 
a corporate bond with surety, accompanied by a certificate showing service of 
copies thereof upon all purchasers under the rate schedule involved, in the 
amount (as computed from time to time) and conditioned to meet the following 
prerequisites and objectives: 

By such bond, Algonquin, its surety, and the successors and assigns of each, 
jointly and severally, shall be held and firmly bound unto the Federal Power 
Commission for the use and benefit of those entitled thereto in the principal 
amount of $300,000 per year; to the end that (1) Algonquin shall repay to the 
persons entitled thereto and in such manner as may be required by the Com- 
mission in this proceeding, all or any portion of such increases in rates and 
charges collected by Algonquin after November 12, 1957, as may finally be 
determined to be not justified, together with interest thereon at the rate of six 
(6) per cent per annum from the date of payment thereof to Algonquin until 
refunded, and (2) Algonquin shall comply with the other terms and conditions 
of this order. 

(D) As an alternative to the assurance of refund provided for in paragraph 
(C) hereof, Algonquin shall within 30 days from the date of issuance of this 
order execute and file with the Secretary of the Commission an agreement 
entered into between Algonquin and any bank or trust company, accompanied 
by a certificate showing service of copies thereof upon all purchasers under the 
rate schedule involved, covering the deposit in trust monthly by Algonquin of 
fifteen per cent (15%) of all amounts of increases in rates and charges made 
effective as of November 12, 1957, collected by Algonquin after such date, such 
agreement to be conditioned to meet the following additional prerequisites and 
objectives: 
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By such agreement, Algonquin, the bank or trust company, and the successors 
and assigns of each, shall be held and firmly bound unto the Federal Power 
Commission for the use and benefit of those entitled thereto, with respect to all 
amounts deposited and the increment thereon, to the end that (1) such bank 
or trust company shall be bound to repay to the persons entitled thereto and in 
such manner as may be required by the Commission in this proceeding all or 
any portion of such deposits made after November 12, 1957, as may finally be 
determined to be increases in rates and charges not justified, together with the 
aliquot apportionment to each of such persons of any increment realized on such 
deposits from the investment thereof as hereinafter provided; (2) such bank 
or trust company shall invest and reinvest such deposits, in the discretion of 
such bank or trust company, in any form of evidences of indebtedness of the 
United States; (3) no interest on such deposits shall be charged or collected 
from such bank or trust company or from Algonquin (the investment of the 
funds in trust, in the manner above prescribed, making such charge or collection 
unjustifiable) ; (4) insofar as such bank or trust company skall incur costs and 
expenses, they shall be borne by such bank or trust company under appropriate 
safeguards for repayment thereof by Algonquin. 

(E) As a further alternative to the assurance of refund provided for in 
paragraphs (C) and (D) hereof, Algonquin shall within 30 days from the 
date of issuance of this order execute and file with the Secretary of the Com- 
mission a plan accompanied by a certificate showing service of copies thereof 
upon all purchasers under the rate schedule involved, covering the monthly 
segregation in the hands of a trustee, depositary, or conservator of fifteen per 
cent (15%) of all amounts of increases in rates and charges made effective as 
of November 12, 1957, collected by Algonquin after such date, upon uses and 
trusts substantially equivalent in respect of—(1) the safeguarding of the 
amounts received, (2) the interim investment of such amounts, (3) the repay- 
ment of such amounts, together with increment thereon or interest thereon or 
both—to the alternatives so provided for in paragraphs (C) and (D) hereof. 

Commissioners Digby and Stueck dissenting for the reasons stated in dissents 
to order issued February 3, 1958. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


LONE STAR GAS COMPANY, DOCKET NO. G—14136 
FINDINGS AND ORDER ISSUING! CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued May 12, 1958) 


Lone Star Gas Company (Applicant), a Texas corporation with its principal 
place of business in Dallas, Texas, filed a budget-type application on December 
26, 1957, for a certificate of public convenience and necessity pursuant to Section 
7 of the Natural Gas Act, authorizing the construction and operation of natural 
gas facilities, as hereinafter described, subject to the jurisdiction of the Com- 
mission, all as more fully represented in the application. 

Applicant seeks authorization for the construction and operation of various 
lateral pipelines, compressor stations and treating plants to enable it to take 
into its certificated main pipeline system natural gas which it will purchase 
from producers in the general area of its existing transmission system from 
time to time during the calendar year 1958, at a total cost not in excess of 
$1,750,000, with the total cost of any single project limited to $350,000. 
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Applicant states that the authorization sought herein will eliminate numerous 
certificate filings during 1958 for the single purpose of installing facilities to 
attach new supplies of gas to its system where expansion of its overall trans- 
mission facilities are not involved, and will further augment its ability to act 
with reasonable dispatch in securing new supplies of gas in various producing 
areas generally coextensive with its system. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 1, 1958, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (a) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Texas corporation, having its principal place of business in 
Dallas, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

(2) The facilities hereinbefore described are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as an integral part of Applicant’s pipeline 
system, and the construction and operation thereof by Applicant are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities hereinbefore described 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act should attach to each of the 
certificates issued to the Applicant herein, and to the exercise of the rights 
granted thereunder. 

(6) The certificate referred to in paragraph (3) above should be limited to 
expenditures for construction during the calendar year 1957 and the total 
extent of facilities authorized to be constructed should not exceed a cost of 
$1,750,000 and no single project should exceed a cost of $350,000. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and not 
having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate natural gas facilities 
as heretofore described, all as more fully described in the application in this 
proceeding, upon the terms and conditions hereafter set forth. 

(B) The certificate issued in paragraph (A) above is hereby conditioned and 
limited to include expenditures for construction during the calendar year 1958 
and the total extent of facilities authorized to be constructed under said 
certificate shall not exceed a cost of $1,750,000 and no single project shall exceed 
a cost of $350,000. Applicant shall submit prior to March 1, 1959, a statement, 
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under oath, showing by project: (a) name of field connected; (b) estimate of 
gas supply attached; (c) the cost; (d) a description of the project con- 
structed and (e) location of facilities constructed pursuant to the authorization 
granted hereunder during the calendar year 1958. 

(C) The certificate issued herein shall be deemed accepted end of full force 
and effect unless refused in writing and under oath within 30 days from the 
issuance of this order. 

(D) The certificate issued herein is not transferable in any manner and shall 
be effective only so long as Applicant continues the operations authorized in 
this order in accordance with the provisions of the Natural Gas Act and the 
applicable Rules, Regulations and orders of the Commission thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


GEORGIA POWER COMPANY, PROJECT NO. 485 


ORDER DETERMINING NET CHANGES IN ACTUAL LEGITIMATE ORIGINAL PROJECT COST 
AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued May 12, 1958) 


Georgia Power Company, Licensee for Project No. 485,1 from time to time 
filed statements, pursuant to Section 4.1 of the Commission’s Regulations under 
the Federal Power Act, claiming for the period from January 1, 1949, through 
December 31, 1956, project additions and retirements resulting in (1) a net 
increase of $3,084,774.26 over the amount of the actual legitimate original cost 
of the project (Bartlett’s Ferry development), as of December 31, 1948, 
$7,829,719.65, as previously determined by Commission order issued February 
8, 1951 (10 F. P. C. 727); and (2) a total claimed actual legitimate original 
cost of the project as of December 31, 1956, of $10,914,493.91.2 The claimed net 
increase results from claimed gross project additions and gross project retire- 
ments totaling $3,249,368.83 and $164,594.57, respectively, and is more specifically 
shown in the attached schedule. 

The Commission’s staff made a field examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed project cost changes and resulting project cost. Following that study 
an agreement, subject to Commission approval, was reached between the staff 
and Licensee’s representatives with respect to (1) proposed adjustments involv- 
ing the elimination of the net amount of $4,998.25 from the claimed project 
cost changes; and (2) the accounting disposition of all amounts involved in the 
proposed adjustments. 

The net amount proposed to be eliminated results from a crediting of certain 
purchase discounts on project construction materials not previously credited 
to the cost thereof and the elimination of certain stores overheads claimed 
as a project cost. The accounting disposition of the amounts involved in the 
proposed adjustments is shown by the following composite journal entry: 


21 The project is located on the Chattahoochee River, in Chambers and Lee Counties, 
Alabama, and Harris County, Georgia, and may be described as the Bartlett’s Ferry devel- 
opment. The license (issued pursuant to Section 4 (d) of the Federal Water Power Act), 
authorizing the construction, maintenance and operation of the project, originally issued 
to a predecessor of the present Licensee, Georgia Power Company, is by its terms effective 
for a period of 50 years commencing December 15, 1924. 

2 Article 20 of the license provides for the filing of statements for purposes of Commis- 
sion determination of the actual legitimate original cost of the project. 
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Account 250 Reserve for Depreciation of Electric 
Plant—Project No. 485___..---.---- $485. 93 
Account 271 Earned Surplus_....................- 4, 512. 32 


Account 100.1 Electric Plant in Service— 
PIONS IOs Bi cctnnditanuaniens $4, 998. 25 


After giving effect to the adjustments referred to above, the Commission’s 
staff recommends and Licensee by letter dated September 10, 1957, concurs that 
the Commission determine: (1) the net increase or change in the actual 
legitimate original cost of the Bartlett’s Ferry development during the period 
from January 1, 1949, through December 31, 1956, to be $3,079,776.01, the 
individual primary plant account changes being shown in the attached schedule; 
and (2) the actual legitimate original cost of the Bartlett’s Ferry development 
as of December 31, 1956, to be $10,909,495.66, classified by primary plant accounts 
as shown in the attached schedule. 

The Public Service Commission of Georgia was advised by letter of this Com- 
mission dated September 16, 1957, of the proposed adjustments and the account- 
ing disposition thereof and resulting project costs all as recommended by this 
Commission’s staff as set forth above. By letter dated September 20, 1957, that 
Commission indicated its agreement therewith. 


The Commission finds: 


(1) The Licensee, by its tentative agreement to the proposed adjustments and 
accounting disposition thereof and the resulting project costs, and the Public 
Service Commission of Georgia, by its letter dated September 20, 1957, have 
obviated the necessity for the notice and opportunity to protest provided for by 
Sections 4.4 and 4.5 of the Commission’s Regulations under the Federal Power 
Act. 

(2) The foregoing adjustments and the accounting disposition thereof are 
reasonable and appropriate for the purposes of the Federal Power Act and 
therefore should be approved and directed as hereinafter provided. 

(3) The net increase or change in the actual legitimate original cost of the 
Bartlett’s Ferry development for the period from January 1, 1949, through 
December 31, 1956, is $3,079,776.01; and the actual legitimate original cost of 
the Bartlett’s Ferry development as of December 31, 1956, is $10,909,495.66; all 
as more specifically shown in the attached schedule. 


The Commission orders: 


(A) The provisions of Section 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The adjustments and the accounting disposition thereof as proposed by 
the staff and agreed to by the Licensee are hereby approved and directed to be 
made by Licensee. 

(C) Licensee, to the extent that it has not already done so, shall establish 
and maintain control and detail plant accounts for the Bartlett’s Ferry develop- 
ment showing the debit amount of $3,079,776.01 as the net increase or change 
in the project cost for the period from January 1, 1949, through December 31, 
1956; and the total debit balance of $10,909,495.66 as of December 31, 1956, all 
as more specifically shown in the attached schedule classified by primary plant 
accounts of the Commission’s Uniform System of Accounts prescribed for Public 
Utilities and Licensees. 

(D) Licensee shall within 60 days from the issuance of this order file, in 
triplicate, certified copies of its adjusting journal entries showing compliance 
with this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


GEORGIA POWER COMPANY, PROJECT NO. 1951 


ORDER DETERMINING NET CHANGES IN ACTUAL LEGITIMATE ORIGINAL PROJECT COST 
AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued May 12, 1958) 


The Commission by order issued June 26, 1956 (15 F. P. C. 1599), determined 
the actual legitimate original cost of Project No. 1951, Georgia Power Company, 
Licensee, to be $14,129,713.91, as of December 31, 1953.2 

Thereafter, Licensee recorded in its books of account (1) project additions 
and retirements resulting in a net increase of $8,217.69 in the aforementioned 
project cost for the period January 1, 1954, through December 31, 1956; gross 
additions to the project being in the aggregate amount of $10,980.44; gross 
retirements of the project being in the aggregate amount of $2,762.75; and the 
net changes by primary plant accounts being shown in the attached schedule and 
(2) a resultant recorded project cost of $14,137,931.60 as the actual legitimate 
original cost of the project as of December 31, 1956, classified by primary plant 
accounts also as shown in the attached schedule. 

The Commission’s staff made a field examination of the books and records 
of Licensee and other data for the purpose of ascertaining the correctness of 
those recorded amounts. The staff did not propose any adjustments with respect 
to the above project changes and resulting project cost and recommends that 
the Commission determine the changes in the previously ascertained cost of 
the Sinclair Dam development and the resulting cost thereof to be as recorded 
by Licensee in its books of account and claimed by Licensee in its F. P. C. Form 
No. 8 filed with the Commission on June 3, 1957. 

The Public Service Commission of Georgia was advised by letter of this 
Commission dated September 16, 1957, of the staff’s recommendations herein. 
By letter dated September 20, 1957, that Commission indicated its agreement 
with those recommendations. 


The Commission finds: 


(1) The acceptance herein of Licensee’s recorded and claimed project cost 
changes and resulting project cost, and the Public Service Commission of Georgia 
by its letter dated September 20, 1957, have obviated the necessity for the 
notice and opportunity to protest provided by Sections 4.4 and 4.5 of the 
Commission’s Regulations under the Federal Power Act. 

(2) The net increase or change in the actual legitimate original cost of the 
Sinclair Dam development for the period from January 1, 1954, through 
December 31, 1956, is $8,217.69; and the actual legitimate original cost of the 
Sinclair Dam development as of December 31, 1956, is $14,137,931.60; all as 
more specifically shown in the attached schedule. 


1 The project is located on the Oconee River, in Baldwin, Hancock, Putnam, and Jones 
Counties, Georgia, and may be described as the Sinclair Dam development. The license 
authorizing the construction, operation, and maintenance of the project works (issued 
pursuant to Section 4 (e) of the Federal Power Act), is by its terms effective for a period 
of 50 years commencing September 1, 1947. 

2 Article 19 of the license provides for Commission determination of the actual legiti- 
mate original cost of the original project and of any addition to or betterment thereof. 
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The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for purposes of this order. 

(B) Licensee, to the extent that it has not already done so, shall establish and 
maintain control and detailed plant accounts for the Sinclair Dam development 
showing the debit amount of $8,217.69 as the net increase or change in project 
cost for the period from January 1, 1954, through December 31, 1956; and the 
total debit balance of $14,137,931.60 as of December 31, 1956; all as more 
specifically shown in the attached schedule classified by primary plant accounts 
of the Commission’s Uniform System of Accounts Prescribed for Public Utilities 
and Licensees. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


GEORGIA POWER COMPANY, PROJECT NO. 1218 


ORDER DETERMINING NET CHANGE IN ACTUAL LEGITIMATE ORIGINAL PROJECT COST; 
NET CHANGE IN APPLICABLE ACCRUED DEPRECIATION ; AND PRESCRIBING 
ACCOUNTING THEREFOR 


(Issued May 12, 1958) 


Georgia Power Company, Licensee for Project No. 1218,1 from time to time 
filed statements, pursuant to Section 4.1 of the Commission’s Regulations under 
the Federal Power Act, claiming for the period from January 1, 1949, through 
December 31, 1956, project additions and retirements resulting in (1) a net 
decrease of $47,497.20 in the amount of the actual legitimate original cost of 
the project (Flint River development), as of December 31, 1948, $1,835,047.87, as 
previously determined by Commission order issued May 22, 1951 (10 F. P. C. 
999) ; and (2) a total claimed actual legitimate original cost of the project as of 
December 31, 1956, of $1,787,550.67.2 

Licensee also filed from time to time reports of recorded increases and 
decreases to the project depreciation reserve for the period January 1, 1933, 
through December 31, 1956, resulting in (1) a net increase of $524,887.73 in the 
amount of the reserve for accrued depreciation applicable to the project 
properties as of December 31, 1932, $270,419.24, as previously determined by 
Commission order issued March 24, 1949 (8 F. P. C. 763); and (2) a total 
reserve for accrued depreciation claimed to be applicable to the project prop- 
erties as of December 31, 1956, of $795,306.97. 

The claimed net decrease in project cost results from claimed gross project 
additions and gross project retirements totaling $75,535.71 and $123,032.91, 
respectively, and is more specifically shown in the attached schedule. The 
claimed net increase in the project depreciation reserve results from claimed 
amounts of the recorded annual provision for depreciation increasing Licensee’s 


1 The project is located on the Flint River, in Dougherty and Lee Counties, Georgia, 
and may be described as the Flint River development. The license, executed by the Vice 
Chairman of the Federal Power Commission on June 19, 1936, authorizing the construc- 
tion, operation and maintenance of certain project works (pursuant to Section 4 (e) of 
the Federal Power Act) is by its terms effective for the period commencing January 1, 
1933, and ending September 16, 1971. 

2 Article 15 of the license provides for Commission determination of the actual legiti- 
mate original cost of the project together with any addition to or betterment thereof and 
the accrued depreciation applicable to project properties. 
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depreciation reserve applicable to the project properties and the claimed amounts 
of retirement losses decreasing that reserve totaling $676,778.83 and $151,891.10, 
respectively, and is classified by functions as shown in the attached schedule. 

The Commission’s staff made a field examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed cost and applicable accrued depreciation. Following that study an 
agreement, subject to Commission approval, was reached between the staff 
and Licensee’s representatives with respect to (1) a proposed adjustment 
effecting an increase of $11,879.18 in the amount of the reserve for accrued 
depreciation applicable to project properties to correct for the omission of a 
salvage credit of like amount; and (2) the accounting disposition of that 
adjustment as shown by the following journal entry: 


Account 250 Reserve for Depreciation of Electric 
Plant—N onproject 

Account 250 Reserve for Depreciation of 

Electric Plant—Project No. 


The staff does not propose any adjustments with respect to the claimed 
project cost changes. 

After giving effect to the above adjustment, the Commission’s staff recom- 
mends and Licensee by letter dated September 10, 1957, concurs that the 
Commission determine: (1) The net decrease or change in the actual legitimate 
cost of the Flint River development during the period from January 1, 1949, 
through December 31, 1956, to be $47,497.20; (2) the actual legitimate original 
cost of the Flint River development, as of December 31, 1956, to be $1,787,550.67; 
(3) the net increase or change in the amount of the reserve for accrued depre- 
ciation applicable to project properties during the period January 1, 1933, 
through December 31, 1956, to be $536,766.91; (4) the total reserve for accrued 
depreciation applicable to project properties as of December 31, 1956, to be 
$807,186.15. 

The Public Service Commission of Georgia was advised by letter of this Com- 
mission dated September 16, 1957, of the proposed adjustment and the accounting 
disposition and the resulting project costs and applicable reserve for accrued 
depreciation all as recommended by this Commission’s staff as set forth above. 
By letter dated September 20, 1957, that Commission indicated its agreement 
therewith. 


The Commission finds: 


(1) The Licensee, by its tentative agreement to the proposed adjustment and 
accounting disposition thereof and the resulting project costs and applicable 
reserve for accrued depreciation and the Public Service Commission of Georgia 
by its letter dated September 20, 1957, have obviated the necessity for notice 
and opportunity to protest provided for by Sections 4.4 and 4.5 of the Com- 
mission’s Regulations under the Federal Power Act. 

(2) The foregoing adjustment and the accounting disposition thereof is 
reasonable and appropriate for the purposes of the Federal Power Act and there- 
fore should be approved and directed as hereinafter provided. 
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(3) The net decrease or change in the actual legitimate original cost of the 
Flint River development for the period from January 1, 1949, through December 
31, 1956, is $47,497.20; the actual legitimate original cost of the Flint River 
development as of December 31, 1956, is $1,787,550.67 ; the net increase or change 
in the amount of the reserve for accrued depreciation applicable to the project 
properties during the period January 1, 1933, through December 31, 1956, is 
$536,766.91 ; the total reserve for accrued depreciation applicable to the project 
properties as of December 31, 1956, is $807,186.15. 


The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for purposes of this order. 

(B) The adjustment and the accounting disposition thereof as proposed by 
the staff and agreed to by the Licensee is hereby approved and directed to be 
made by Licensee. 

(C) Licensee, to the extent that it has not already done so, shall (a) establish 
and maintain control and detail plant accounts for the Flint River development 
showing the credit amount of $47,497.20 as the net decrease or change in the 
project cost for the period from January 1, 1949, through December 31, 1956; 
the total debit balance of $1,787,550.67 as of December 31, 1956; all as more 
specifically shown in the attached schedule classified by primary plant accounts 
of the Commission’s Uniform System of Accounts prescribed for Public Utilities 
and Licensees; and (b) establish and maintain a reserve for accrued deprecia- 
tion applicable to project properties showing the credit amount of $536,766.91 
as the net increase or change in that reserve for the period from January 1, 
1933, through December 31, 1956, and the total credit balance of $807,186.15 as 
of December 31, 1956, all classified by functions as shown in the attached 
schedule. 

(D) Licensee shall within 60 days from the issuance of this order file, in 


triplicate, certified copies of its adjusting journal entries showing compliance 
with this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-12580 
ORDER TO REOPEN PROCEEDINGS 
(Issued May 13, 1958) 


El Paso Natural Gas Company on April 23, 1958, filed a petition to reopen 
proceedings in this case. The hearing in Docket G—12580, which was consolidated 
with Docket G—11797, was concluded February 17, 1958. Upon El Paso’s motion, 
the Commission waived the intermediate decision procedure, made the filing of 
briefs optional and ordered oral argument before the Commission which was 
had on March 7, 1958. 

On March 26, 1958, the Commission issued “Order Issuing Certificate of 
Public Convenience and Necessity in Docket G—11797 and Remanding Docket 
No. G-12580 to the Presiding Examiner for Decision Therein”, 19 F. P. C. 393, 
in which it instructed the presiding examiner to determine, among other things 
the extent to which El Paso has, in the examiner’s judgment, succeeded in 
meeting the requirements imposed by our order issued December 19, 1956, in 
Docket G—10499, 16 F. P. C. 1354, calling on El Paso to present a definite pro- 
gram demonstrating how its future system requirements are to be met. 

When the hearing was resumed on January 28, 1958, after having been in 
recess since July 17, 1957, El Paso offered in evidence three documents, which 
had been marked for identification as Exhibits 112, 113 and 114 respectively, 
purporting to show estimates of gas reserves and deliverabilities for the Bell 
Lake Field, Lea County, New Mexico, the Puckett Field, Pecos County, Texas, 
and the fields in the Blanding Basin area of San Juan County, Utah, and 
Apache County, Arizona, and which El Paso said it was offering simply to show 
that El Paso had additional gas reserves. Applications for certificates of public 
convenience and necessity pertaining to the claimed gas reserves in those fields 
had been filed recently and had been assigned Docket Nos. G—13833, G—13822 
and G—13862 respectively, and were then pending. El Paso, however, had made 
no move to amend its application in G—11797 and G—12580 so as to include the 
claimed new gas reserves in the record of this case, nor to consolidate said 
dockets with this case. 

The presiding examiner offered to permit El Paso to amend its application in 
this case upon oral motion, in accordance with our Rules of Practice and 
Procedure, to include the claimed new gas reserves, but El Paso declined the 
opportunity to amend and the examiner, therefore, rejected the proffered new 
evidence. 

The order which we now issue shall not be construed as overruling the 
examiner since we are not ruling upon the correctness of the examiner’s action 
in rejecting the proffered exhibits. 

We believe that it is in the public interest, however, that, in every case in 
which it seeks to sell additional substantial volumes of natural gas, El Paso 
make a complete and current showing of all of its gas reserves and its gas 
deliverabilities, distinguishing between certificated sources and uncertificated 
sources, and also of the volumes of gas needed to meet its market requirements 
and for other purposes. Sufficient time shall be allowed, of course, for the 
Commission staff to study and analyze material which is offered. The presiding 
examiner will rule upon the admissibility of new evidence when it is offered. 
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The Commission finds: 


It is necessary and proper in the public interest and to aid in the enforcement 
of the provisions of the Natural Gas Act that the proceedings in Docket G—12580 
be reopened for further hearing and that El Paso Natural Gas Company make 
a complete and current showing therein of all of its gas reserves, gas deliverabil- 
ities and gas requirements as herein ordered, and that the hearing shall not be 
limited to the proffer and receipt or rejection of Exhibits 112, 113 and 114. 


The Commissioner orders: 


(A) The proceedings in Docket No. G—12580 are hereby reopened and further 
public hearing shall be held therein commencing upon a date to be fixed by 
notice from the Secretary. 

(B) In such further hearing, El Paso Natural Gas Company shall present 
a complete and current showing of all of its gas reserves and gas deliverabil- 
ities, distinguishing between certificated sources and non-certificated sources, 
and also of its gas requirements. 

(C) That part of El Paso’s petition to reopen the proceedings in which it is 
requested that the reopened proceedings be limited to the receipt in evidence of 
the documents marked for identification as Exhibits 112, 113 and 114 for the 
limited purposes as stated in the petition and that thereupon the hearing record 
be closed, is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


FLORIDA POWER CORPORATION, PROJECT NO. 682 


ORDER DETERMINING NET CHANGES IN ACTUAL LEGITIMATE ORIGINAL PROJECT COST 
AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued May 13, 1958) 


Florida Power Corporation, Licensee for Project No. 682,1 from time to time 
filed statements pursuant to Section 4.1 of the Commission’s Regulations under 
the Federal Power Act claiming for the period from December 1, 1933, through 
December 31, 1955, project additions and retirements resulting in (1) a net 
increase of $287,291.66 over the amount of the actual legitimate original cost of 
the project (Jackson Bluff development) as of November 30, 1933, $2,621,043.39, 
as previously determined by Commission order issued September 30, 1937 
(1 F. P. C. 408) ; and (2) a total claimed actual legitimate original cost of the 
project as of December 31, 1955, of $2,908,335.05.2 The claimed net increase 
results from claimed gross project additions and gross project retirements total- 
ing $356,952.91 and $69,661.25, respectively, and is more specifically shown in 
the attached schedule. 


1The project is located on the Ochlockonee River, in Gadsden, and Leon Counties, 
Florida, and may be described as the Jackson Bluff development. The license (issued 
pursuant to Section 4 (d) of the Federal Water Power Act), authorizing the construction, 
maintenance, and operation of the project, originally issued to a predecessor of the present 
Licensee, Florida Power Corporation, is by its terms effective for a period of 50 years 
commencing February 23, 1927. 

2 Article 19 of the license provides for the filing of statements for the purpose of 
Commission determination of the actual legitimate original cost of the project, whether 
incurred prior to date of issuance of license or on or after such date. 
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The Commission staff made a field examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed project cost changes and resulting project cost. The staff did not 
propose any adjustments with respect thereto and recommends that the Com- 
mission determine the changes in the previously ascertained cost of the Jackson 
Bluff development and the resulting project cost to be as claimed by Licensee. 

Florida Railroad and Public Utilities Commission was advised by letter of 
this Commission dated August 27, 1957, of the staff’s recommendations herein. 
By letter dated September 10, 1957, that Commission indicated its agreement 
with those recommendations. 


The Commission finds: 


(1) The acceptance herein of Licensee’s claimed project cost changes and 
resulting project cost, and The Florida Railroad and Public Utilities Commission 
by its letter dated September 10, 1957, have obviated the necessity for the 
notice and opportunity to protest provided by Sections 44 and 4.5 of the 
Commission’s Regulations under the Federal Power Act. 

(2) The net increase or change in the actual legitimate original cost of the 
Jackson Bluff development for the period from December 1, 1933, through 
December 31, 1955, is $287,291.66; and the actual legitimate original cost of the 
Jackson Bluff development as of December 31, 1955, is $2,908,335.05; all as more 
specifically shown in the attached schedule. 


The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for purposes of this order. 

(B) Licensee, to the extent that it has not already done so, shall establish 
and maintain control and detailed plant accounts for the Jackson Bluff develop- 
ment showing the debit amount of $287,291.66 as the net increase or change in 
project cost for the period from December 1, 1933, through December 31, 1955; 
and the total debit balance of $2,908,335.05 as of December 31, 1955; all as more 
specifically shown in the attached schedule classified by primary plant accounts 
of the Commission’s Uniform System of Accounts Prescribed for Public Utilities 
and Licensees. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


FLORIDA POWER CORPORATION, PROJECT NO. 177 


ORDER DETERMINING NET CHANGES IN ACTUAL LEGITIMATE ORIGINAL PROJECT COST 
AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued May 13, 1958) 


Florida Power Corporation, Licensee for Project No. 177,1 from time to time 
filed statements pursuant to Section 4.1 of the Commission’s Regulations under 
the Federal Power Act claiming for the period from July 1, 1930, through 
December 31, 1955, project additions and retirements resulting in (1) a net 
increase of $8,555.72 over the amount of the actual legitimate original cost of 
the project (Moss Bluff development), as of June 30, 1930, $139,348.00, as 
previously determined by Commission order issued December 18, 1931; and 
(2) a total claimed actual legitimate original cost of the project as of December 
81, 1955, of $147,903.72.2 The claimed net increase results from claimed gross 
project additions and gross project retirements totaling $13,273.22 and $4,717.50, 
respectively, and is more specifically shown in the attached schedule. 

The Commission’s staff made a field examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed project cost changes and resulting project cost. The staff did not 
propose any adjustments with respect thereto and recommends that the Com- 
mission determine the changes in the previously ascertained cost of the Moss 
Bluff development and the resulting project cost to be as claimed by Licensee. 

Florida Railroad and Public Utilities Commission was advised by letter of 
this Commission dated August 23, 1957, of the staff’s recommendations herein. 
By letter dated August 28, 1957, that Commission indicated its agreement witb 
those recommendations. 


The Commission finds: 


(1) The acceptance herein of Licensee’s claimed project cost changes and 
resulting project cost, and the Florida Railroad and Public Utilities Commission 
by its letter dated August 28, 1957, have obviated the necessity for the notice 
and opportunity to protest provided by Sections 4.4 and 4.5 of the Commission’s 
Regulations under the Federal Power Act. 

(2) The net increase or change in the actual legitimate original cost of the 
Moss Bluff development for the period from July 1, 1930, through December 31, 
1955, is $8,555.72; and the actual legitimate original cost of the Moss Bluff 
development as of December 31, 1955, is $147,903.72; all as more specifically 
shown in the attached schedule. 


1 The project is located on the Ocklawaha River, in Marion County, Florida, and may 
be described as the Moss Bluff development. The license (issued pursuant to Section 4 (d) 
of the Federal Water Power Act), authorizing the construction, maintenance and operation 
of the project is by its terms effective for a period of 50 years commencing March 5, 1924, 
and was originally issued to a predecessor of the present Licensee, Florida Power 
Corporation. 

2 Article 14 of the license provides for the filing of statements for purposes of Com- 
mission determination of the actual legitimate original cost of the project, whether 
incurred prior to date of issuance of license or on and after such date. 
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The Commission orders: 


(A) The provisions of Section 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for purposes of this order. 

(B) Licensee, to the extent that it has not already done so, shall establish 
and maintain control and detailed plant accounts for the Moss Bluff development 
showing the debit amount of $8,555.72 as the net increase or change in project 
cost for the period from July 1, 1930, through December 31, 1955; and the total 
debit balance of $147,903.72 as of December 31, 1955; all as more specifically 
shown in the attached schedule classified by primary plant accounts of the 
Commission’s Uniform System of Accounts prescribed for Public Utilities and 
Licensees. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


NORTHERN STATES POWER COMPANY (WISCONSIN) 
PROJECT NO. 1982 


ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL COST OF PROJECT ; 
NET CHANGES THEREIN ; AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued May 13, 1958) 


Northern States Power Company (Wisconsin), Licensee for Project No. 1982,1 
on September 4, 1952, filed a statement pursuant to Section 4.1 of the Commis- 
sion’s Regulations under the Federal Power Act, claiming as of December 31, 
1951,2 an actual legitimate original cost of the original project (Holcombe 
Development) in the amount of $9,148,974.27.3 

The Commission’s staff made a field examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed cost. At the request of Licensee, that examination was extended to 
cover recorded additions to project cost for the period January 1, 1952, through 
December 31, 1953, in the net amount of $34,522.45 as shown by Licensee’s 
books of account. 

Following that study an agreement, subject to Commission approval, was 
reached between the staff and Licensee’s representatives with respect to 
(1) certain proposed adjustments involving the reclassification of a number of 
items within the project plant accounts and the elimination of the net amount of 
$28,701.05 from the claimed cost of the original project; and (2) the accounting 
disposition of all amounts involved in the proposed adjustments. 


1 The project is located on the Chippewa River, in Chippewa and Rusk Counties, Wis- 
consin. It may be described generally as the Holcombe Development. The license authoriz- 
ing the construction, operation and maintenance of the project, pursuant to Section 4 (e) 
of the Federal Power Act, is by its terms effective for a period of 50 years from July 1, 
1948. The license was executed by the Chairman of the Federal Power Commission on 
May 19, 1950. 

2 Closing date of initial cost statement of original project selected by Licensee sub- 
sequent to the commencement of commercial operation of the project on September 5, 1950. 

8 Article 22 of the license provides for Commission determination of the actual legiti- 
mate original cost of the project and of any additions thereto or betterments thereof. 
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The net amount of $28,701.05 proposed to be eliminated from the claimed cost 
of the original project results from the elimination of claimed land costs in 
the amount of $9,680.37; the elimination of interest charges in the amount of 
$20,986.43, which were capitalized by Licensee; and the addition to project cost 
of $1,965.75 representing the cost of transmission plant lands. The accounting 
disposition of all amounts involved in the proposed eliminations is shown by 
the following composite journal entry: 


Charge: 
Account No. 271 Barned Surplus............<. $21, 150. 78 
Account No. 110 Other Physical Property.----- 9, 516. 02 
Credit: 
Account No. 100.1 Electric Plant in Service, Nonproject___---- $1, 965. 75 


Account No. 100.1 Electric Plant in Service, Project No. 1982__ 28, 701. 05 


After giving effect to the adjustments referred to above, the Commission’s 
staff recommends and Licensee’s representatives concur that the Commission 
determine: (1) The actual legitimate original cost of the original project, 
Holcombe Development, to be $9,120,273.22 as of December 31, 1951, classified 
by primary plant accounts as shown in the attached schedule after the distribu- 
tion of project indirect and overhead construction costs to the primary plant 
accounts there shown; (2) the net increase or change in the actual legitimate 
original cost of the Holcombe Development during the period from January 1, 
1952, through December 31, 1953, to be $34,522.45, the individual primary plant 
account changes being as shown in the attached schedule; and (3) the actual 
legitimate original cost of the Holcombe Development as of December 31, 1953, 
to be $9,154,795.67, classified by primary plant accounts as shown in the attached 
schedule. 

On July 12, 1957, Licensee filed revised statements of claimed project cost 
reflecting the proposed adjustments and the accounting disposition of the 
proposed eliminations and the resulting project costs as proposed for allowance 
by the staff. 

The Public Service Commission of Wisconsin was advised by letter of this 
Commission, dated November 1, 1957, of the proposed adjustments and the 
accounting disposition of the proposed eliminations and resulting project costs. 
By letter dated November 14, 1957, that Commission indicated no objection 
to the foregoing. 


The Commission finds: 


(1) The Licensee, by its tentative agreement to the proposed adjustments 
and the accounting disposition of the proposed eliminations and the resulting 
project costs and the revised statements which it filed, and the Public Service 
Commission of Wisconsin by its letter dated November 14, 1957, have obviated 
the necessity for the notice and opportunity to protest provided in Sections 4.4 
and 4.5 of the Commission’s Regulations under the Federal Power Act. 

(2) The foregoing adjustments and the accounting disposition of the proposed 
eliminations are reasonable and appropriate for the purposes of the Federal 
Power Act and therefore should be approved and directed as hereinafter 
provided. 
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(3) The actual legitimate original cost of the original project, Holcombe 
Development, is $9,120,273.22 as of December 31, 1951; the net increase or change 
in the actual legitimate original cost of the Holcombe Development for the period 
from January 1, 1952, through December 31, 1953, is $34,522.45; the actual 
legitimate original cost of the Holcombe Development is $9,154,795.67 as “of 
December 31, 1953 ; all as more specifically shown in the attached schedule. 


The Commission orders: 


(A) The provisions of Section 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The adjustments and the accounting disposition of the eliminations as 
proposed by the staff and agreed to by the Licensee are hereby approved and 
directed to be made by the Licensee. 

(C) Licensee, to the extent that it has not already done so, shall establish 
and maintain control and detailed plant accounts for the Holcombe Develop- 
ment showing the total debit balance of $9,120,273.22 as of December 31, 1951; 
the debit amount of $34,522.45 as the net increase or change in project cost for 
the period from January 1, 1952, through December 31, 1953; and the total 
debit balance of $9,154,795.67 as of December 31, 1953; all as more specifically 
shown in the attached schedule classified by primary plant accounts of the 
Commission’s Uniform System of Accounts prescribed for Public Utilities and 
Licensees. 

(D) Licensee shall within 90 days from the issuance of this order file F. P. C. 
Form No. 7 showing compliance with this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
William R. Connole and Arthur Kline. 


PANHANDLE EASTERN PIPE LINE COMPANY, DOCKET NO. G-1705 
ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENOZ AND NECESSITY 
(Issued May 14, 1958) 


On January 16, 1958, Panhandle Eastern Pipe Line Company (Panhandle) 
filed in Docket No. G—1705 a petition for modification of the certificate of public 
convenience and necessity granted to it by the Commission’s Opinion No. 292 and 
accompanying order, issued June 30, 1956 (15 F. P. C. 46), so as to authorize 
operation of facilities actually constructed in lieu of certain of those originally 
certificated for construction and operation, all as more fully set forth in the 
petition. 

The facilities involved herein are: 

(1) Anderson, Indiana, Lateral. Panhandle was authorized to build 11 miles 
of 10-inch pipeline from its main line to the north side of Anderson and to 
establish a new delivery point to Central Indiana Gas Company. It appears 
that distribution system problems required the actual building of the lateral 
around Anderson to the original delivery point on the south side of the city and 
increasing the length to 16 miles and the diameter to 12 inches. The actual cost 
was $556,767 compared to an estimated $335,420 for the authorized, shorter, 
smaller lateral ; 

(2) Fort Wayne, Indiana, Lateral. Panhandle was authorized to replace 3.5 
miles of looped 6-inch pipe with a like distance of looped 10-inch pipe for 
service to Northern Indiana Public Service Company to serve Fort Wayne, 
Indiana. Instead of the twin 10-inch pipelines, one 16-inch pipe was installed at 
a cost of $148,523, compared with the estimate of $171,289 for the authorized 
twin 10-inch lines ; and 

(3) Winchester, Indiana, Lateral. Panhandle was authorized to build a 
partial 6-inch loop on this lateral, 3.3 miles of loop out of a total length of 
7.05 miles. To maintain adequate delivery pressure to Ohio Valley Gas 
Company for resale in Winchester, a complete loop was installed at the cost 
of $125,274 compared with the estimate of $63,860 for the authorized partial loop. 

Due notice of this petition for modification was published in the Federal 
Register on April 8, 1958 (23 F. R. 2285). No protests to the granting of 
the petition, petitions to intervene or notices of intervention have been received. 


The Commission finds: 


It is appropriate in carrying out the provisions of the Natural Gas Act that 
the Commission’s order accompanying Opinion No. 292 in Docket No. G—1705, 
issued June 30, 1956, be amended so as to authorize operation of facilities 
actually constructed by Panhandle Eastern Pipe Line Company in lieu of those 
originally certificated for construction and operation, as hereinbefore described 
and as more fully described in the petition for modification filed on January 16, 
1958, in this proceeding. 


The Commission orders: 


(A) The order of the Commission accompanying Opinion No. 292 in Docket 
No. G—1705, issued June 30, 1956, be and the same is hereby amended so as to 
authorize operation of facilities actually constructed by Panhandle Eastern 
Pipe Line Company in lieu of those originally certificated for construction and 
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operation, as hereinbefore described and as more fully described in the petition 
for modification filed on January 16, 1958, in this proceeding. 

(B) In all other respects, the conditions and authorizations set forth in said 
order of June 30, 1956, and the exercise of the rights granted therein shall 
remain in full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NIAGARA MOHAWK POWER CORPORATION, DOCKET NO. E-6797 


ORDER AUTHORIZING TRANSMISSION OF ELECTRIC ENERGY FROM UNITED STATES TO 
CANADA AND SUPERSEDING PRIOR AUTHORIZATION 


(Issued May 15, 1958) 


Niagara Mohawk Power Corporation (Niagara Mohawk) incorporated under 
the laws of the State of New York, with its principal place of business in 
Syracuse, New York, filed an application on January 10, 1958, as amended 
January 22, 1958, and April 10, 1958, for authorization, pursuant to Section 
202 (e) of the Federal Power Act, to transmit electric energy from the United 
States to Canada by means of certain electric transmission facilities proposed 
to be constructed for Niagara Mohawk by the Power Authority of the State 
of New York (Power Authority), in replacement of certain existing transmission 
facilities of Niagara Mohawk which will be removed in the course of construc- 
tion of the Power Authority’s Niagara Power Project, Project No. 2216. 

In addition, the Commission on its own motion herein proposes, by this 
order, to consolidate the authorization which Niagara Mohawk currently seeks 
and that heretofore granted by Commission Order issued May 20, 1955 In the 
Matter of Niagara Mohawk Power Corporation, Docket No. IT—5637. By that 
order, Niagara Mohawk was authorized to transmit from the United States to 
Canada a maximum of 300,000,000 kilowatt-hours of electric energy per year 
at a maximum rate of transmission of 280,000 kilowatts. Niagara Mohawk does 
not now request any change in that amount or rate of exportation of electric 
energy. 

The existing facilities of Niagara Mohawk which are to be replaced may be 
described as Niagara Mohawk’s Devil’s Hole 230 kv Crossing and its Devil’s 
Hole 69 kv Crossing. They will be replaced with three 230 kv circuits to be 
constructed and connected by Power Authority and thereafter owned, operated 
and maintained by Niagara Mohawk. A companion fourth 230 kv circuit will 
also be constructed by Power Authority for its own use in connection with the 
operation of its proposed Niagara Power Project. 

By separate Permits pursuant to Executive Order No. 10485, dated September 
3, 1953, signed by the Chairman of the Federal Power Commission on February 
28, 1958, Niagara Mohawk (Docket No. E-6797), and Power Authority (Docket 
No. E—6798), were authorized to carry out the above facility arrangements or 
transactions at the international border between the United States and Canada. 
Niagara Mohawk by the subject application and Power Authority by a companion 
application in Docket No. E-6798 requested such authorization. 

In addition, the Permit to Niagara Mohawk (Docket No. E-6797), continues 
and supersedes the authorization heretofore granted for the operation and 
maintenance of other of its electric transmission facilities at the international 
border between the United States and Canada in Docket Nos. IT-5637 and 
IT-5644. Those facilities are Niagara Mohawk’s Queenstown 69 kv Crossing 
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and its Buffalo-Fort Erie 38 kv Crossing (Docket No. IT-5637) and its Rain- 
bow Bridge 12 kv Crossing (Docket No. IT-5644). Geographically, these latter 
facilities of Niagara Mohawk and those proposed to be constructed by Power 
Authority for Niagara Mohawk are in the same general vicinity. 

In addition to the utilization of the electric transmission facilities covered 
in the Permit signed by the Chairman of the Federal Power Commission on 
February 28, 1958 (Docket No. E-6797), Niagara Mohawk will continue to 
export a portion of the aforementioned 300,000,000 kwh of electric energy by 
means of transmission facilities crossing the St. Lawrence River in the vicinity 
of Massena, New York. Those facilities consist generally of three 115 kv circuits 
owned and operated by The St. Lawrence River Power Company covered by a 
Permit signed by the Chairman of the Federal Power Commission on September 
26, 1955 (Docket No. E-6632). 

As noted in the Commission’s order issued May 20, 1955, Docket No. IT—5637, 
the energy to be exported by Niagara Mohawk consists of both 25 cycle and 
60 cycle energy. It is not firm energy and will be made available to purchasers 
from Niagara Mohawk only when this can be done consistently with the safe 
and proper operation of Niagara Mohawk’s integrated system including as a 
part thereof the furnishing of satisfactory service to its own customers and the 
fulfillment of its obligations to other parties with which Niagara Mohawk is 
interconnected in this country. 


The Commission finds: 


(1) The transmission of electric energy from the United States to Canada, 
as limited herein and as hereinafter authorized, will not impair the sufficiency 
of electric supply within the United States and will not impede or tend to 
impede the coordination in the public interest of facilities subject to the juris- 
diction of the Commission. 

(2) It is necessary and appropriate for the purposes of the Federal Power 
Act that the aforementioned Commission order issued May 20, 1955, Docket No. 
IT-—5637, be superseded in all respect as hereinafter provided. 


The Commission orders: 


(A) Niagara Mohawk hereby is authorized to transmit electric energy from 
the United States to Canada, in accordance with the terms and conditions set 
forth in the application, and subject to the provisions of this order. 

(B) The electric energy which Niagara Mohawk is hereby authorized to 
transmit from United States to Canada shall be in an amount not in excess of 
300,000,000 kwh per year at a rate not to exceed 280,000 kw over facilities 
covered by the aforementioned Permits signed by the Chairman of the Federal 
Power Commission on September 26, 1955 and February 28, 1958, Dockets Nos. 
E-6632, and E-6797, respectively. 

(C) The authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission, but in no event shall 
such authorization extend beyond the date of termination or expiration of either 
of the Permits referred to in paragraph (B) above. 

(D) Niagara Mohawk shall conduct all operations pursuant to the authoriza- 
tion herein granted in accordance with the provisions of the Federal Power 
Act and pertinent rules, regulations or orders issued by the Commission, and 
shall file with the Commission any revisions or changes in the agreements 
between Niagara Mohawk and the purchasers of the energy to be exported, all 
as now on file with the Commission. 
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(E) Niagara Mohawk shall install and maintain adequate metering equip- 
ment to measure the flow of all energy transmitted from the United States to 
Canada pursuant to the authority herein granted; shall make, keep, and 
preserve full and complete records with respect to the movement of such energy ; 
and shall furnish, with respect to said transmission of electric energy, on or 
before February 15 of each year, a report in triplicate showing separately the 
kwh of 25 cycle and 60 cycle energy transmitted, the maximum kw of trans- 
mission, and the consideration received therefor, during each month of the 
preceding year. 

(F) This authorization to transmit electric energy from the United States 
to Canada shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter, in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such 
transfers to receivers, trustees, or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission, accom- 
panied by a statement that the physical facts relating to sufficiency of supply, 
rates, and nature of use remain substantially the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over Applicant. 

(H) This authorization is without prejudice to the authority this Commission, 
or any other regulatory body, with respect to rates, service, accounts, valuation, 
estimate or determination of cost, or any other matter whatsoever now pending 
or which may come before this Commission, or other regulatory body, and 
nothing herein shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property claimed or 
asserted. 

(1) The authorization heretofore granted by Commission order issued May 
20, 1955, Docket No. IT-—5637 is hereby superseded in all respects. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPELINE CORPORATION, DOCKET NOS. 
G-12059, G-13357, G—13560; ATLANTIC SEABOARD CORPORATION, 
DOCKET NO. G—13707 


ORDER DENYING PROPOSAL OF PRESIDING EXAMINER ENTITLED 
“CERTIFYING QUESTION OF REOPENING” 


(Issued May 15, 1958) 


This matter is before us as a result of a document transmitted to us by the 
examiner who presided at the hearing in the above-docketed proceedings. Such 
document, which the examiner served upon all parties to the proceedings, is, in 
effect a motion to reopen proceedings and rescind prior action. 

The document, which will hereinafter be referred to as “Certifying Question”, 
submits certain procedural questions, the purport of which is to enable either 
the examiner or the Commission to correct what the examiner believes is an 
erroneous finding and conclusion, and an erroneous order resulting and based 
thereon. The Initial Decision was issued by the examiner on September 20, 1957. 
This Initial Decision was modified and adopted by the Commission by order 
issued November 29, 1957, 18 F. P. C. 710. 
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The questions submitted by the examiner are: 

(a) Should the Presiding Examiner initiate the correction of such erroneous 
order by acting thereon in his Initial Decision hereinafter to be filed on the 
reopened proceeding heard herein pursuant to the Commission's order issued on 
November 29, 1957? 

(b) Will the Commission order a further reopening of this proceeding to 
permit further evidence regarding the reported erroneous finding and conclusion, 
and resulting order based thereon, if any party desires to present further 
evidence? 

The Initial Decision adopted by the order of the Commission issued herein 
granted inter alia, certificate authorization to Transcontinental Gas Pipe Line 
Corporation (Transco) to sell, on a firm basis, 10,000 Mcf of natural gas per 
day to Manufacturers Light and Heat Company (Manufacturers) and 15,000 
Mcef per day to Atlantic Seaboard Corporation (Seaboard). 

The Certifying Question submits that the following finding and conclusion 
in Finding 10 of the Initial Decision herein issued September 20, 1957, is 
erroneous: 


(10) Public convenience and necessity require that Transcontinental be 
authorized to sell and deliver natural gas as set forth below: 
a o 7 * . - 





Initial service 


New customers 
Rate Mef/day at 
schedule 14.7 psia 


Atlantic Seaboard Corporation 
Manufacturers Light and Heat Company 





= - a 


The Certifying Question submits that even though the Presiding Examiner 
so found, there is no evidence of any kind tending to prove, or otherwise sup- 
port, the request that of the 25,000 Mcf of gas proposed to be delivered by 
Transco to the Columbia Gas System, Inc. (Columbia System), 10,000 Mcf 
per day of such gas be delivered to Manufacturers near Downingtown, Penn- 
sylvania, and that 15,000 Mcf per day of such gas be delivered to Seaboard at 
Rockville, Maryland. 

The Presiding Examiner in asserting that error has been committed now 
contends that the evidence of record (as certified to us on September 20, 1957), 
relates only to Columbia System estimates of gas requirements and gas avail- 
able for deliveries and as a consequence, there is no evidence of any kind to 
prove, or otherwise to support, the authorization of deliveries by Transco to 
Manufacturers and Seaboard. 

In our order issued herein on November 29, 1957, modifying and adopting as 
modified the Examiner’s Initial Decision, we do not find error, nor can we 
agree at this juncture that there was error in the Examiner’s Finding No. 10 
and the conclusion thereon, or that we are now required by public convenience 
and necessity to undo that which has been done, thereby divesting the affected 
parties and the consuming public of now vested rights resulting from our final 
order issued in these proceedings. 

It has long been the practice of this Commission to consider and rely upon 
available current Annual Reports and other documents compiled by the 


1 Manufacturers and Seaboard are subsidiaries of the Columbia Gas System, Inc. 
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Columbia System and filed with the Commission to demonstrate its actual 
experience and to afford a basis for estimating the future needs for natural 
gas by the separate companies in the Columbia System. Likewise, numerous 
certificates of public convenience and necessity have been issued authorizing 
the sale and delivery of natural gas to the Columbia System companies on 
“pooled supply” showings, without specific evidence relating to a specific com- 
pany or companies. 

We further conclude that our order of November 29, 1957, relating to the 
sale and delivery of natural gas by Transco to Seaboard and Manufacturers is 
final and any and all functions of the Presiding Examiner relating to the certifi- 
cation thereof had long ceased at the time of his filing herein. 


The Commission finds: 


Upon reconsideration of the entire record in this proceeding, including the 
Answer filed herein by Atlantic Seaboard and Manufacturers, it is necessary 
and appropriate in carrying out the provisions of the Natural Gas Act and the 
public interest requires that the Certifying Question of the Presiding Examiner 
filed in this proceeding on April 8, 1958, be denied as hereinafter ordered. 


The Commission orders: 


The Certifying Question filed by the Presiding Examiner in this proceeding 
on April 8, 1958, be and the same hereby is denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


HUMBLE OIL & REFINING COMPANY 
DOCKET NOS. G—13729 AND G—13938 
ORDER DENYING MOTIONS FOR RECONSIDERATION 
(Issued May 15, 1958) 


Humble Oil & Refining Company (Humble), on March 3, 1958, filed motions 
for reconsideration of the Commission’s orders issued November 29 and Decem- 
ber 19, 1957, in Docket Nos. G—13729 and G—13938, respectively, suspending for 
five months in the former proceeding three proposed increased rates from 9.5¢ 
to 10.5¢ per Mcf (exclusive of tax reimbursement) and in the latter, two similar 
proposed increased rates and one proposed increase from 10¢ to 11¢ per Mcf 
(exclusive of tax reimbursement). The six periodic rate increases are pro- 
vided for in six separate rate schedules (contracts) between Humble and El 
Paso Natural Gas Company (El Paso). The schedules involved in Docket Nos. 
G—13729 and G—13938 cover the sale and delivery of natural gas from the Cooper 
Jal area in New Mexico and three separate fields in Texas, respectively. 


1 The rate increases are contained in the following designated filings: 
Docket No. G-13729 
Supplement No. 4 to Humble’s FPC Gas Rate Schedule No. 28; 
Supplement No. 7 to Humble’s FPC Gas Rate Schedule No. 31; 
Supplement No. 3 to Humble’s FPC Gas Rate Schedule No. 33. 
Docket No. G-13938 
Supplement No. 7 to Humble’s FPC Gas Rate Schedule No. 8; 
Supplement No. 6 to Humble’s FPC Gas Rate Schedule No. 9; 
Supplement No. 8 to Humble’s FPC Gas Rate Schedule No. 16. 
The last named filing contains the 10¢ to 11¢ per Mef proposed !ncreased rate. 
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By such motions Humble requests the Commission to reconsider the two sus- 
pension orders, and, upon reconsideration, to rescind the orders, terminate the 
proceedings, and allow the proposed increased rates to become effective as of 
January 1, 1958. 

In support of the motions, Humble asserts that El Paso has a standard pricing 
schedule for all qualities of gas (sweet and sour, low and high pressure) 
purchased by it in the Permian Basin area of West Texas and New Mexico. 
Humble states that the 1¢ escalation provision is common to most, if not all, of 
the gas purchase contracts held by El Paso with the various producers in the 
Basin. The effect of El Paso’s pricing schedule, Humble avers, “is to pay the 
same basic price under all contracts with adjustments to reflect the varying 
quality conditions pertaining to sulphur and/or pressure.” Further, Humble 
states that the Commission has allowed similar escalations under El Paso 
contracts with other producers in the Basin to become effective without suspen- 
sion, asserting that the rates allowed after such increases to other producers are 
as high (on an adjusted basis) as the Humble proposed rates which were 
suspended in these two proceedings. 

Humble asserts that, in allowing such increases to other producers without 
suspension, while suspending Humble’s escalations in the two proceedings, the 
Commission has either acted unwittingly or it has acted arbitrarily. In either 
event, Humble says, the result has been to discriminate against Humble by 
depriving it of revenues under its contracts during the period of suspension 
while allowing equivalent revenues to other producers. 

The rationale of Humble’s complaints appears to be that the Commission in 
suspending 1¢ increases in rates above 10¢ per Mcf for premium gas in the 
Permian Basin area, and not suspending 1¢ increases for lesser quality gas, is 
discriminating against the supplier of higher quality gas. Because we have 
accepted some proposed increased rates in the Basin, Humble would have us 
accept all of them. 

There is no merit whatever to Humble’s motions. In the first place, the Com- 
mission’s orders prescribing hearing concerning the lawfulness of Humble’s 
proposed changes in rates and suspending such changes, pending hearing, were 
issued pursuant to express statutory authority. The discretion vested in the 
Commission whether or not to suspend proposed change in rates is clearly 
apparent from the plain language of Section 4 (e) of the Natural Gas Act. 
The exercise of that discretion is “peculiarly a matter for administrative com- 
petence.” American Power Co. v. Securities and Exchange Commission, 329 
U. S. 90, 112. In Section 4 of the Natural Gas Act, Congress has provided the 
Commission a concrete procedure to deal with proposed increased rates which 
were not shown to be justified. We explicitly found that Humble had not shown 
the proposed increased rates and charges to be justified. It merely submitted 
its usual statements to the effect that the contracts were entered into at arm’s- 
length; that the proposed increased rates were reasonable; and that the price 
increase provisions are an integral part of the contracts which were agreed to 
by El Paso and thus are not price increases. Palpably, such assertions in them- 
selves were insufficient to justify the increased rates, particularly in light of 
Bel Oil Corporation v. Federal Power Commission, 255 F. 2d 548, 558, cert. den. 
358 U. S. 804; Union Oil Company, 16 F. P. C. 100; Sun Oil Company, 17 F. P. C. 
191. 

Secondly, Humble’s claim of undue discrimination is without substance. We 
are, of course, cognizant of our past actions with respect to filings covering 
sales of natural gas in the Basin. The suspension orders were not unwittingly 
entered, as Humble suggests, but were the products of our consistent policy 
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to suspend any proposed changes in rates above 10¢ per Mcf in the Basin not 
supported by cost data. Cf. Greenbrier Oil Company (Operator), et al., Docket 
No. G—14314, order issued April 24, 1958. Humble cannot validly complain that 
the Commission’s orders deprive it of increased revenues it would have collected 
had not the Commission suspended the proposed changes in rates. Such depriva- 
tion of property which may arise in the limited operation of the suspension 
provisions of Section 4 (e) of the Natural Gas Act are reasonable and long- 
recognized incidents of the legislative process of regulation of rates of a com- 
pany whose business is subject to regulation in the public interest. Hope Naturat 
Gas Co. v. Federal Power Commission, 196 F. 2d 803, 809 (C. A. 4). 


The Commission finds: 


(1) Humble’s motions set forth no new facts and no principles of law which 
either were not fully considered by the Commission when it issued the orders 
of November 29 and December 19, 1957, in Docket Nos. G—13729 and G—13938, 
respectively, or which having now been considered warrant any change in or 
modification of said orders. 

(2) The motions for reconsideration and rescission of the aforesaid orders 
issued November 29 and December 19, 1957, should be denied. 


The Commission orders: 


The motions for reconsideration and rescission of the said orders issued 
November 29 and December 19, 1957, in Docket Nos. G-13729 and G—13938, 
respectively, are each hereby denied. 

Commissioners Digby and Kline dissenting. 


ILLINOIS POWER COMPANY, DOCKET NO. G-—12298 
ORDER ADOPTING DECISION OF PRESIDING EXAMINER 
(Issued May 16, 1958*) 

Syllabus 


Commission orders Panhandle under Section 7 (a) of the Natural Gas Act to 
establish and maintain interconnection of its facilities with those of appli- 
cant and to deliver and sell natural gas to applicant. P. 703. 

Commissioner Diesy dissenting. 


Q. P. Dorschel, Robert S. Hunt and Burton R. Rissman for Illinois Power Co, 
William EH. Miller and George B. Mickum III for Panhandle Eastern Pipe 
Line Co. 


Agnes Mae Wilson for the staff of the Federal Power Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 

The presiding examiner’s decision in this matter was issued on April 7, 
1958, directing Panhandle Eastern Pipe Line Company to establish and maintain 
physical connection of its transportation facilities with the facilities proposed 
to be constructed by the Applicant herein, and to deliver and sell to Applicant 
through such connection natural gas for its proposed project in volumes not to 
exceed its maximum daily requirements of 640 Mcf. Thereafter, on April 25, 
1958, Panhandle Eastern Pipe Line Company filed exceptions to said presiding 
examiner’s decision. 


* Initial decision appears on p. 700. 
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The Commission finds: 


Upon consideration of the entire record in this matter, the decision of the 
presiding examiner and the exceptions thereto, the decision of the presiding 
examiner should be adopted in its entirety. 


The Commission orders: 


The decision of the presiding examiner issued herein on April 7, 1958, be and 
is hereby adopted in its entirety, and said decision shall become effective as the 
decision of the Commission as of the date of issuance of this order. 

Commissioner Digby dissenting. 


DECISION 
UPON AN APPLICATION MADE UNDER SECTION 7 (a) OF THE NATURAL GAS ACT 
(Issued April 7, 1958) 


Ketty, Presiding Examiner: In this proceeding, Illinois Power Company 
(Applicant) filed with the Commission, on March 28, 1957, its application for 
an order, pursuant to Section 7 (a) of the Natural Gas Act (Act), directing 
Panhandle Eastern Pipe Line Company (Panhandle), a natural gas company 
within the meaning of the Act, to establish physical connection of its interstate 
transportation facilities with the facilities of, and to sell natural gas to, the 
Applicant in order that it might supply the requirements of natural gas of 
the Village of Ridge Farm, Illinois, by means of a distribution system to be 
constructed: by Applicant for this purpose. Panhandle filed an answer to this 
application and its petition to intervene in this proceeding was granted by the 
Commission. The answer and the petition make essentially the same averments 
in opposition to the application. The chief issue here is whether Panhandle has 
the ability, within the limits of its present transportation facilities, to render 
the service sought by the Applicant, in addition to the services already con- 
tracted to be rendered by it to its existing customers on its interstate natural 
gas transportation system. 

The Secretary of the Commission issued on July 19, 1957 a notice of the 
filing of the aforesaid application and of the hearing to be held in this matter 
on September 5, 1957. The hearing was completed in two days, September 5 
and 6, 1957. The testimony of the President of the Board of Trustees of the 
Village of Ridge Farm and the testimony of the Gas Distribution Design 
Engineer of the Applicant were received at the hearing on behalf of the 
Applicant, and the Applicant presented three exhibits and incorporated three 
items of evidence by reference to them in the files of the Commission. Panhandle 
also incorporated in the record three items by reference, but it offered no other 
evidence. Briefs have been received from the Applicant, from Panhandle and 
from Staff counsel. The final reply briefs were received on December 22, 1957, 
after one extension by the Presiding Examiner of the times for filing briefs. 

Applicant is a corporation created and existing under the laws of Illinois. 
It has the corporate power to construct, own and operate natural gas distribu- 
tion facilities. It is a gas and electric utility operating extensively within 
Illinois, and it is subject to regulation by the Illinois Commerce Commission. 
It owns and operates natural gas distribution systems selling gas at retail in 
64 incorporated municipalities and their environs, serving approximately 650,000 
inhabitants thereof. Applicant has assets of approximately $350 million; and, 
for the 12 months ended June 30, 1957, had gross electric revenues of over 
$63 million and gross gas revenues of over $20 million. It purchases natural gas 
from five different interstate pipeline companies, including Panhandle. 
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The Village of Ridge Farm, Illinois, is predominantly residential, having no 
industry. It has slightly less than 1000 inhabitants. While other communities 
in the surrounding area have natural gas, Ridge Farm has only “bottle gas”; 
and there is a definite public need in this village for natural gas, a superior 
fuel. The evidence shows that the people there want and will use natural gas, 
and will be benefited as a community by having such service. The Board of 
Trustees, which is the governing body of the Village of Ridge Farm, adopted an 
ordinance on April 1, 1957 granting Applicant a 50-year franchise from October 
1, 1962, to construct and operate a gas distribution system within its boundaries. 
The Illinois Commerce Commission has found upon the record, made in relation 
to the petition to it of the Applicant here, that “public convenience and necessity 
require the construction, operation and maintenance of an extension to the gas 
distribution system of Petitioner within and near the Village of Ridge Farm, all 
as described in finding 2 hereof, and the furnishing of gas public utility service 
to the public in connection therewith”; and it has issued to the Applicant a 
certificate of convenience and necessity for the construction, operation and 
maintenance of such “extension.” 

The area of operation of the Applicant in which is located Ridge Farm, 
is designated by it as its “Gas Supply Area B.” Its sole source of supply for 
this Area B is the interstate transportation facilities of Panhandle. Pan- 
handle owns and operates what is called its Hoopeston lateral, a lateral pipeline 
running north from its main interstate pipeline. From this lateral the Applicant 
receives natural gas for several communities to which it now renders gas 
service. There is no doubt upon this record that the Hoopeston lateral is the 
most feasible source of supply from which Applicant can receive natural gas 
for its proposed distribution system in Ridge Farm. 

To bring the gas to its distribution system, the Applicant proposes to construct 
at its own expense the “feeder main” of 4-inch pipe from this Hoopeston lateral 
to the “city gate” of Ridge Farm, which will be approximately 7,550 feet in 
length. The only expense to Panhandle would be the cost of installation of a 
facility (by whatever name it may be properly called) to effect delivery of gas 
from its Hoopeston lateral into the “feeder main” of the Applicant. It is esti- 
mated by Applicant that it would pay $14,900 to Panhandle for gas purchased 
during the third year of operation, based upon Panhandle’s presently filed rate 
schedule. There is no evidence in the record to show what it would cost Pan- 
handle to comply with an order of the Commission to establish physical 
connection of its facilities with those of the Applicant, but it may be safely 
concluded that the sales to result from such connection will be economically 
advantageous to Panhandle. 

It is estimated that the cost of the proposed project through the third year 
of operation will be $152,400. Applicant will defray from funds on hand this 
expenditure which will be a part of its regular construction budget. The esti- 
mated net operating revenue at the end of the third year is 6.7 percent of the 
aforesaid estimated cost of the proposed project. The Applicant’s project is 
shown definitely by the evidence to be economically feasible, and particularly so 
as a part of the very extensive gas distribution system of the Applicant now 
existing within Illinois. 

Panhandle’s brief is silent upon all issue in this proceeding except the ques- 
tion of its “ability to render the service proposed,” which it claims it does not 
have. The brief does not dispute the establishment by the record evidence of 
all other facts essential to enable the Commission to find that it is necessary 
and desirable in the public interest that it issue the order upon Panhandle 
requested in the application. This is true although Applicant’s original brief, 
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to which the Panhandle brief is in reply, discusses these proven essential facts 
in considerable detail. Thus, there is here really but one controversy for 
decision: whether the evidence shows that Panhandle’s peak day main line 
capacity is sufficient to render to the Applicant here the service that it requests 
and at the same time meet all of Panhandle’s existing peak day obligations. 

In the consolidated Matters of Town Gas Company of Illinois, et al., Docket 
No. G—9749, et al., the Commission issued on January 22, 1958, 19 F. P. C. 143, 
an order which very definitely fixed, by its finding therein based upon substan- 
tial evidence, the extent of Panhandle’s total peak day main line capacity. It 
has now been well more than thirty days since the issuance of said order and 
Panhandle has not applied for a rehearing in relation to it under Section 19 (a) 
of the Act; and the order may be regarded as final and as a definite determi- 
nation of Panhandle’s peak day capacity. It was pointed out in said order that 
a “large-scale review and consideration of the capacity of the Panhandle- 
Trunkline System” was involved in the consolidated proceedings in the Matters 
of Panhandle, et al., Docket No. G—1705, et al., which resulted in Commission 
Opinion No. 292 of June 30, 1956, 15 F. P. C. 46.1 The order of January 22, 
1958 in Docket No. G—9749, et al., recited that “the intent and correct interpre- 
tation to be placed on Opinion No. 292” was that the “maximum day capacity 
for the Panhandle-Trunkline System” was 1,269,148 Mcf. 

In the consolidated proceedings in the Town Gas case, supra, all of the 
dockets there involved proceedings under Section 7 (a) of the Act. In the 
aforesaid Commission order in that case, it was found that deliveries from the 
Panhandle-Trunkline System which had been theretofore authorized by the 
Commission aggregated 1,259,885 Mcf, leaving a balance of capacity available 
for allocation of 9,263 Mcf. By said order 8,368 Mcf of said balance were 
allocated to eight applicants there, and the order stated that there were “895 
Mcf remaining.” 2 The Applicant here seeks as its maximum daily require- 
ment, only 640 Mcf for its third year of gas service to Ridge Farm; and the 
issuance by the Commission of an order for the allocation of this requested 
volume of gas would leave a balance of 255 Mcf of maximum day system 
capacity. 

The Applicant filed a petition on April 19, 1957 for leave to intervene in the 
Town Gas consolidated proceedings, swpra, and made a motion to consolidate 
this Docket No. G—12298 with the other dockets there. This motion and petition 
were denied by the Commission after a specific finding as follows: 


According to its official records said application of Illinois Power Com- 
pany in Docket No. G—12298 was filed on March 28, 1957, one day prior 
to giving notice of hearing in the other above captioned matters; that it 
is impossible for notices of applications to be given and consolidations of 
all related matters to be made currently with the filings thereof; that 
good cause has not been shown for the granting of the motion to con- 
solidate and petition for leave to intervene and in aid of proper administra- 
tion of the Natural Gas Act, the motion to consolidate and petition for 
leave to intervene filed by Illinois Power Company should be denied. 


It is apparent from the above that if Applicant had filed its application, 
motion and petition on somewhat earlier dates, this proceeding probably would 


1 Trunkline is an affiliate of Panhandle and delivers substantial volumes of gas into 
Panhandle’s transportation system, which constitute a part of the total gas transported 
and sold by Panhandle. 

2 The deliveries of gas by Trunkline into the system of Panhandle are upstream from 
the Hoopeston lateral. 


aes 
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have been unnecessary and the issues here would all have been decided in 
the Town Gas consolidated proceedings, supra. 

The greater portions of the briefs of both the Applicant and Panhandle are 
devoted to the argument of who has the burden of proof in a proceeding under 
Section 7 (a) of the Act, the applicant or the respondent. It is contended by 
Panhandle that the Applicant has failed to show by substantial evidence that 
Panhandle has the maximum day capacity with which to meet the require- 
ments of the Applicant’s proposed gas service to Ridge Farm. There is in this 
record the same evidence which constituted the basis for the Commission’s 
order of January 22, 1958 in the Town Gas case, which is now final. Panhandle’s 
brief in the instant proceeding states, “In every material respect the evidence 
submitted by the applicant is identical to that submitted by the applicants in 
Town Gas Company, et al., Docket Nos. G—9749, et al.” As heretofore shown, 
the Commission has already found, upon the basis of the record evidence in 
the Town Gas case, that Panhandle had, as of January 22, 1958, uncommitted 
maximum capacity of 895 Mcf. Simple arithmetic demonstrates, therefore, 
that the petition of the Applicant for 640 Mcf of this remaining capacity to 
meet its third year requirements for gas service to Ridge Farm, should be 
granted, and also that the issuance of the requested order upon Panhandle would 
not impair its ability to render adequate service to its other customers. 

From the facts herein set forth, which are established by substantial evi- 
dence in this record, it is found that it is necessary and desirable in the public 
interest that Panhandle, a natural-gas company, be ordered pursuant to 
Section 7 (a) of the Act, to establish physical connection of its transportation 
facilities with the facilities of, and to sell natural gas to, the Applicant, which 
is legally authorized to engage in the distribution of gas to the public, in 
volumes not to exceed its maximum daily requirement of 640 Mcf of gas for 
its proposed gas service to the Village of Ridge Farm, Illinois, and environs, 
in the third year of operation. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion as provided by the Commission’s Rules of Practice and 
Procedure, that: 

(A) Panhandle is hereby directed to establish and maintain physical con- 
nection of its transportation facilities with the facilities proposed to be 
constructed by the Applicant, as described in its application, and to deliver and 
sell to Applicant through such connection natural gas for its proposed project, 
in volumes not to exceed its maximum daily requirements of 640 Mcf. 

(B) Panhandle shall report to the Commission in writing, under oath, the 
date of commencement of the operations and service to the Applicant herein 
ordered. 

(C) Applicant shall complete the construction of its proposed distribution 
system and begin the acceptance of delivery of natural gas from Panhandle 
on or before April 1, 1959; and shall enter into an appropriate service agree- 
ment with Panhandle to purchase gas under its appropriate legal tariff, within 
60 days from the date of this order. 

(D) If Applicant shall fail to perform the acts required of it in (C) above, 
paragraphs (A) and (B) above shall have no force or effect. 

DANIEL J. KELLY, 
Presiding Examiner. 
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CAROLINA ALUMINUM COMPANY, PROJECT NO. 2197; 
CAROLINA POWER & LIGHT COMPANY, PROJECT NO. 2206 


UPON APPLICATIONS FOR LICENSE UNDER THE PROVISIONS OF THE FEDERAL POWER ACT 
(Issued May 19, 1958*) 
Syllabus 


Commission’s jurisdiction is based upon the effect which the existing and 
proposed hydroelectric developments are capable of having on navigable 
capacity at points downstream. P. 707. 

There is no basis in the evidence for fixing license terms less than 50 years 
for the proposed developments or the back dating of licenses for con- 
structed developments. P. 707. 

. There is no basis in the Federal Power Act for saying that the operation and 
maintenance of existing hydroelectric developments, which were con- 
structed prior to the 1935 amendments to the Act, have been operated and 
maintained unlawfully or in trespass against the United States. P. 707. 

Commission issues licenses under Section 4 (e) of the Federal Power Act 
to Carolina Aluminum Co. and Carolina Power & Light Co. for existing and 
proposed developments. P. 724. 


Leon HE. Hickman, Randall J. Le Boeuf, Jr., Craigh Leonard for Carolina 
Aluminum Co. 


Charles F. Rouse, Louis V. Sutton, and H. B. Robinson for Carolina Power 
& Light Co. 

Ralph Moody for the State of North Carolina—Intervener. 

Eliza J. Doby for Eliza J. Doby—Intervener. 


Leonard Hesley and Joseph B. Hobbs for the staff of the Federal Power 
Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


OPINION 


These consolidated proceedings arise out of applications filed by Carolina 
Aluminum Company and Carolina Power & Light Company for licenses under 
Section 4 (e) of the Federal Power Act for their respective projects Nos. 2197 
and 2206 consisting of existing and proposed hydroelectric project works in and 
along the Yadkin-Pee Dee River in North Carolina. 

The application of Carolina Aluminum Company, Project No. 2197, requests 
a license for its proposed Tuckertown development and its existing High Rock, 
Narrows, and Falls developments on the lower stretch of the Yadkin River. 
The application of Carolina Power & Light Company, Project No. 2206, requests 
a license for its existing Tillery and Blewett developments located immediately 
downstream from Project No. 2197 and for proposed additional project works 
consisting principally of an additional generating unit at its Tillery development. 

By order issued April 3, 1957, 17 F. P. C. 493, without hearing, the Com- 
mission granted a license to Carolina Aluminum Company for a period of fifty 
years from April 1, 1957 for the proposed Tuckertown development and for a 
period of fifty years from January 1, 1947 for the existing developments of 
Project No. 2197. Carolina Aluminum Company filed application for rehearing 
contending that the license for the existing developments should be for a period 


* Designated Commission Opinion No. 312. Initial decision appears on p. 7 
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of fifty years from date of issuance of the license. On the other hand, we 
received informal protests from Northwest Public Power Association, National 
Rural Electric Cooperative Association, and American Public Power Association 
requesting that the license period for the existing developments of Carolina 
Aluminum Company commence January 1, 1938 and terminate in 1970. These 
informal protests are referred to in our order issued June 20, 1957 fixing hearing 
in these matters and copies of the order fixing hearing were served on these 
protestants. However, none of them has appeared or presented any evidence in 
support of its position. The evidence presented is discussed by the presiding 
examiner in his initial decision.1 

It appears that the informal protests referred to above were based on certain 
licenses issued for constructed project works, commencing with the license 
authorized on May 6, 1942 In the Matter of Bellows Falls Hydro-Electric 
Corporation (3 F. P. C. 699), as amended by order of August 20, 1943 in that 
matter. Prior to the Bellows Falls case it had been the general practice of the 
Commission to issue licenses for a period of fifty years from date of issuance 
with respect to projects affecting interstate or foreign commerce, including 
navigation, whether all the project works were proposed for construction or 
already constructed or a combination of the two. The first of such licenses 
(involving constructed and proposed project works) was issued March 2, 1921 
for a period of fifty years for the Niagara Falls project (F. P. C. 1st Ann. Rept. 
pp. 9-10). 

By Section 6 of the Act we are authorized to issue licenses “for a period not 
exceeding fifty years’. The language of the Act and its legislative history 
show that a full license period of fifty years is not mandatory. It appears, 
however, that it was intended by the sponsors of the legislation that as a 
general rule licenses would be issued for the full fifty-year period authorized by 
the Act. Although the Act contemplates that there may be reasons in certain 
eases which would cause the Commission to issue a license for a period less 
than fifty years, our exercise of judgment in fixing a shorter period must 
have a rational basis in the evidence of record since the fifty-year period is the 
only period specified in the Act. 

Conflicting considerations in fixing license terms for constructed projects have 
bothered the Commission for some time, and Congressional committees are 
now studying the problem. We would welcome any additional criteria which 
the Congress may establish that would exempt this matter from the general 


1 Among other things the testimony shows that necessary improvements of Carolina 
Aluminum’s facilities at Badin would involve an overall expenditure of $37 million (of 
which approximately $15 million would be expended for construction of Tuckertown and 
$22 million for modernization of the smelter) and that such expenditure would not be 
justified unless the three existing developments, as well as the proposed Tuckertown 
development, are authorized for a term of 50 years from the date of issuance. In this 
connection we may note that the economic life of the smelting facilities is estimated at 
approximately 25 years so that in addition to the immediate improvements proposed in 
these facilities one replacement would be economically possible during a 50-year period, 
and that unless the aforesaid improvements are made, continued operation of the Badin 
works would be threatened, to the detriment of its 977 employees (as of 1957) and the 
surrounding region. 

Also, as the presiding examiner notes, there has been no considerable expenditure for 
investigation or administration under the Federal Power Act with respect to the existing 
developments of Carolina Aluminum or Carolina Power & Light up until the present pro- 
ceeding, and, consequently, there is no justification for back-dating the licenses for the 
purpose of collecting annual charges in prior years to reimburse the United States for 
the costs of administration of the Act. In any case the licenses issued by this order 
provide for annual charges over a full 50-year period. 
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rule of law stated in Chapman v. Federal Power Commission, 345 U. S. 153, 
171, that our judgment is controlling, so long as it cannot be said that its 
exercise “has no basis in the evidence and so was devoid of reason’. A some- 
what similar problem with respect to constructed natural gas pipelines was 
simplified in 1942 by amendment of the Natural Gas Act to include the so-called 
“grandfather clause” in Section 7 (c) of that Act (56 Stat. 83; 15 U. S. C. 
717 f (c)). Compare, Oklahoma v. Atkinson Co., 313 U. S. 508, 525; Pennsyl- 
vania Water & Power Co. v. Federal Power Commission, 123 F. 2d 155, 158; 
Georgia Power Co. v. Federal Power Commission, 152 F. 2d 908, 913; and 
Namekagon Hydro Co. v. Federal Power Commission, 216 F. 2d 509, 511. 

It appears that the principal reason given by the Commission for back dating 
licenses is that the project “has been in trespass from the time of its original 
construction” in a navigable water of the United States. See In the Matter of 
Metropolitan Edison Company, 6 F. P. C. 189, 191.2 However, the word 
“trespass” could not properly be used in a technical sense in connection with 
occupancy of navigable waters of the United States. See Federal Power Com- 
mission v. Niagara Mohawk Power Corp., 347 U. S. 239. “The interest of the 
United States in the flow of a navigable stream originates in the Commerce 
Clause. That Clause speaks in terms of power, not of property.” United States 
v. Twin City Power Co., 350 U. S. 222, 224. Therefore, there is no basis for 
holding that a license now being issued for a constructed project in or affecting 
navigable waters must be made effective from the date of such construction on 
the ground that the project has been in trespass.3 

But neither is there any basis in the Federal Power Act for holding that a 
license for a constructed project should be back dated on the ground that it was 
unlawful for the project to occupy a navigable water of the United States prior 
to the time an authoritative determination is made that the stretch of the 
stream in which the works are located is a navigable water of the United 
States.4 Only upon amendment of Section 23 of the Act on August 26, 1935, did 


2 The Commission has never back dated a license to January 1, 1938, where the sole 
basis of jurisdiction is that the operation of the project affects downstream navigable 
capacity. 

® The licenses in the Bellows Falls case (Project No. 1855) and in the Metropolitan 
Edison case (Project No. 1888) were issued for a period less than fifty years, namely, 
from January 1, 1938 to June 30, 1970. We are aware of no licenses which were issued 
effective as of 1920 as some of the above protestants seem to suppose. While we do not 
know the reasons why the then Commission did not make those licenses effective as of 
1920, it may well be that it would have been as difficult then to back date licenses twenty 
years as it is today. 

* Section 23 (b) of the Act, as amended August 26, 1935, provides : 

It shall be unlawful for any person, State, or municipality, for the purpose of 
developing electric power, to construct, operate, or maintain any dam, water conduit, 
reservoir, power house, or other works incidental thereto across, along, or in any 
ef the navigable waters of the United States, or upon any part of the public lands or 
reservations of the United States (including the Territories), or utilize the surplus 
water or water power from any Government dam, except under and in accordance 
with the terms of a permit or valid existing right-of-way granted prior to June 10, 
1920, or a license granted pursuant to this Act. Any person, association, corporation, 
State, or municipality intending to construct a dam or other project works across, 
along, over, or in any stream or part thereof, other than those defined herein as 
navigable waters, and over which Congress has jurisdiction under its authority to 
regulate commerce with foreign nations and among the several States shall before 
such construction file declaration of such intention with the Commission, whereupon 
the Commission shall cause immediate investigation of such proposed construction to 
be made, and if upon investigation it shall find that the interests of interstate or 
foreign commerce would be affected by such proposed construction such person, asso- 
ciation, corporation, State, or municipality shall not construct, maintain, or operate 
such dam or other project works until it shall have applied for and shall have 
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it become unlawful under the Act to construct project works without having 
first obtained a license or a determination on a declaration of intention that 
a license was not required.5 

There has been no determination that the stretch of the Yadkin-Pee Dee 
River in which the proposed and existing hydroelectric developments of the 
two companies are located is a navigable water of the United States, and we 
do not now find that stretch to be navigable. Furthermore, there has not been 
a prior determination that these existing developments affect navigable capacity 
downstream from these developments or that they otherwise affect the interest 
of interstate or foreign commerce. The facts of record in these proceedings 
as set forth by the presiding examiner show that the Yadkin-Pee Dee is a 
navigable water of the United States at least as far upstream as Cheraw, 
South Carolina, and that the existing and proposed hydroelectric developments 
of the two companies will affect the interests of interstate or foreign com- 
merce in that the operation of those developments will affect the navigable 
capacity of the Yadkin-Pee Dee River downstream from Cheraw. Similar find- 
ings were made by the Commission in May 1937 only with respect to the proposed 
Tuckertown development, Jn the Matter of Carolina Aluminum Company, 
1 F. P. C. 495.6 

There is no basis in the Act for saying that the operation and maintenance 
of these existing hydroelectric developments, which were constructed prior to 
the 1935 amendments to the Act, have been operated and maintained unlawfully 
or in trespass against the United States. This would be true even if it should 
be subsequently determined that they are occupying navigable waters of the 
United States. 

An examination of the record does not, in our judgment, disclose a rational 
basis in the evidence which would justify shorter license terms than 50 years 
or the back dating of the licenses, and therefore, on the basis of the evidence 
of record and the legal principles set out above, we are without authority to 
back date the licenses or to issue them for a term of less than 50 years. 


The Commission orders: 


Consistent with the foregoing the presiding examiner’s initial decision issued 
herein on February 11, 1958, is adopted as the decision of the Commission, 
effective as of first day of the month in which this order is issued. 


DECISION 
UPON APPLICATIONS FOR LICENSE UNDER THE PROVISIONS OF THE FEDERAL POWER ACT 


(Issued February 11, 1958) 


Law, Presiding Hxaminer: These consolidated proceedings are based upon an 
application filed February 6, 1956, by Carolina Aluminum Company (Aluminum) 


received a license under the provisions of this Act. If the Commission shall not so 
find, and if no public lands or reservations are affected, permission is hereby granted 
to construct such dam or other project works in such stream upon compliance with 
State laws. (41 Stat. 1075, 49 Stat. 846; 16 U. S. C. 816, 817.) 
5 See, First Iowa Coop. v. Federal Power Commission, 328 U. S. 152, 172. 
®¢The same type of evidence was presented in these proceedings as was presented in 
connection with the prior Tuckertown proceeding, and since such evidence is adequate to 
establish our jurisdiction, in that the proposed and existing developments will affect 
downstream navigable capacity, it is not essential to take the additional time and related 
expense to gather any evidence which may be available with respect to the question of 
the navigability of the stretch of the stream in which the proposed and existing develop- 
ments of the two companies are located. 
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for license under Section 4 (e) of the Federal Power Act for Project No. 2197 
to consist of the constructed or existing High Rock, Narrows, and Falls 
developments and the proposed Tuckertown development, situated on the lower 
Yadkin stretch of the Yadkin-Pee Dee River in North Carolina; and upon an 
application filed May 29, 1956 and supplemented March 11, 1957 by Carolina 
Power & Light Company (Power & Light) which seeks a similar license for 
its existing Blewett Falls and Tillery developments (Project No. 2206) located 
on the Yadkin-Pee Dee River in North Carolina and immediately downstream 
from the developments of Aluminum for which a license is sought in Project 
No. 2197. The application of Power & Light seeks, in addition to authority for 
the ownership and continued operation of the two existing developments, 
authority to expand the Tillery development by the addition of a turbine rated 
at 31,100 horsepower direct-connected to a generator of 22,000 kilowatts, with 
all the facilities necessary to electric production thereby. Provision for the 
future addition of this unit was made at the time of the initial construction of 
Tillery, and no additional dam construction is required. 

In the Aluminum case, Project No. 2197, the Commission (without hearing) 
issued an order on April 3, 1957, granting a license for Project No. 2197, which 
said order terminated an investigation of the existing developments (as occu- 
pancy by Aluminum of a portion of the Yadkin River) instituted December 15, 
1937 in Docket No. IT-5499, and provided that the license should be effective 
for a period of fifty years from January 1, 1947 insofar as it authorized con- 
tinued operation and maintenance of the existing High Rock, Narrows and 
Falls developments and for a period of fifty years from April 1, 1957 insofar 
as it authorized construction and operation of the proposed Tuckertown develop- 
ment. The license issued April 3, 1957, was not accepted by Aluminum and on 
April 25, 1957 that Applicant filed a petition for rehearing, requesting oppor- 
tunity for oral argument and the presentation of evidence concerning the 
matters involved, including particularly the term of the license period for 
Aluminum’s three existing developments. 

Power & Light has consistently taken a position, since the filing of its appli- 
eation for license for Project No. 2206 on May 29, 1956, that it should receive 
a project license for fifty years from the date of issuance thereof because the 
additional construction at Tillery makes this a new and enlarged project and 
its filing of the application for license is a purely voluntary action. While there 
was an investigation authorized, in Docket No. IT-5498, on December 15, 1937 
of the occupancy of that portion of the Yadkin River including the Blewett 
Falls and Tillery developments, the investigation was never pressed and no 
entries appear in the records of the Commission in Docket No. IT-—5498 sub- 
sequent to the proof of service of notice upon Power & Light and upon the North 
Carolina Commission, of the authorization of the said investigation. 

Because of the similarity of the issue of the length of the license period 
involved in these two proceedings and the fact that a considerable degree 
of coordination in the operation of the two projects appeared to be desirable 
and probably inevitable, the application of Power & Light was consolidated for 
hearing with that of Aluminum which had already been set for hearing by 
order of July 20, 1957, and the new order issued August 21, 1957, provided that 
the consolidated hearing should commence October 15, 1957 at Washington, 
D. C. On October 4, 1957, Miss Eliza J. Doby, of Albemarle, North Carolina, was 
authorized to intervene in the proceeding on Project No. 2197. On October 9, 
1957, the State of North Carolina filed a petition to intervene in both proceed- 
ings. Such intervention was permitted by the Presiding Examiner at the hear- 
ing, and on October 31, 1957, the Commission issued an order confirming the 
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Presiding Examiner’s action by formally admitting the State of North Carolina 
as an intervener. 

Hearing sessions continued from October 15 through October 19, 1957. Evi- 
dence was presented by both applicants and by the Commission’s Staff Counsel. 
The State of North Carolina supported both applications, but presented no 
evidence. Miss Eliza J. Doby opposed the granting of the license to Aluminum, 
but did not raise any question as to the period of the license, if it were granted. 
Supporting briefs were filed by the two applicants and by the State of North 
Carolina, reply briefs by the Commission Staff and Miss Doby and a final reply 
brief by Aluminum. 

The Yadkin River rises on the eastern slope of the Blue Ridge Mountains 
of western North Carolina and flows northeasterly, easterly, and southeasterly 
about 202 miles to the mouth of Uwharrie River near Badin, North Carolina. 
At that point the Yadkin and Uwharrie rivers unite to form the Pee Dee River 
(sometimes called the Great Pee Dee River). It continues approximately 
233 miles to enter the Atlantic Ocean through Winyah Bay near Georgetown, 
South Carolina. In some documents the short portion of the river between the 
mouth of the Uwharrie and the South Carolina state line is considered as still 
being the Yadkin River.! For convenience, the whole river is sometimes referred 
to as the Yadkin-Pee Dee River. 

The first hydroelectric development constructed in the portion of the Yadkin- 
Pee Dee here under consideration was the Blewett Falls development, placed 
in operation by a predecessor of Power & Light on June 1, 1912. The Blewett 
Falls development is located at mile 191 on the Yadkin-Pee Dee and some 15.3 
miles above the North Carolina-South Carolina state line and consists of 1,700 
feet of earth embankment, 1,468 feet of concrete spillway structure with a height 
of 50 feet above river bed and 300 feet of powerhouse intake section, with 
a normal operating elevation of 178.1 feet above mean sea level and an effec- 
tive storage of 32,000 acre-feet with a drawdown of 17 feet. The present 
installation has six horizontal-shaft turbines, three of which are rated ut 
5,350 horsepower each and three at 6,400 horsepower each, or a total of 35,250 
horsepower, attached to three 3200 kilowatt and three 5000 kilowatt generators 
or a total of 24,600 kilowatts for the development, with transformer banks, 
switching structures, a fishway, and appurtenant hydraulic, electrical and 
mechanical facilities. 

Tillery was placed in operation by a predecessor of Power & Light during 
the spring of 1928. The dam is located at approximately mile 219 on the 
Pee Dee, consists of 1,200 feet of earth dam and 1553 feet of concrete struc- 
tures forming the spillway, powerhouse intake and left abutment sections with 
a maximum height of 89 feet above river bed. The reservoir extends about 
15 miles to the bottom of the Falls development, having a normal operating 
elevation of 278.2 feet above mean sea level and an effective storage of 88,000 
acre-feet, with a draw-down of 22 feet. The powerhouse has an installation of 
three turbines, two of which are rated at 31,100 horsepower each and one rated 
at 25,600 horsepower, or a total of 87,800 horsepower. Each turbine is directly 
connected to a generator, two of which are rated at 22,000 kilowatts each and 
one at 18,000 kilowatts, or a total of 62,000 kilowatts. Tillery also has trans- 
former banks, switching structures and appurtenant hydraulic, electrical, and 
mechanical facilities. 


21 Some elements of confusion, due to the varying designations of the point where the 
Yadkin ends and the Pee Dee begins, appear in the evidence because of the fact that both 
the Blewett Falls and Tillery dams are in the disputed portion of the stream, the junction 
of the Uwharrie with the Yadkin being within the boundaries of the Tillery Reservoir of 
Power & Light and about one mile downstream from the foot of Aluminum’s Falls dam. 
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Power & Light proposes in its application in the present proceedings in 
Project No. 2206 to add, at Tillery, an additional turbine of 31,100 horsepower, 
direct-connected to a 22,000 kilowatt generator. At the time of the initial 
construction of Tillery provision was made for the additional unit by installa- 
tion of a Moody-type draft tube, designed for a discharge of 4,540 cubic feet 
per second, which limits the extent of the proposed installation for all practical 
purposes. 

The Tillery and Blewett Falls developments do not utilize all that part of 
the Yadkin-Pee Dee within their compass, there being a fall of about 30 feet 
undeveloped between the two projects. At the present time the development 
of this 30 feet is not being sought and is not considered by the Staff witness 
Price as being economically feasible. It is, however, possible that the develop- 
ment of this section of the river may be desirable if and when certain proposed 
headwater reservoirs, suggested in an Army Engineers’ study of the Yadkin-Pee 
Dee basin, are constructed either by the United States or by someone else. 

About 1915, Aluminum or an affiliate acquired the facilities of a French- 
owned company which had begun construction of an aluminum smelting plant 
at Badin, North Carolina, and proceeded to complete construction of a plant. 
Aluminum (which was known as Tallassee Power Company from its incorpora- 
tion in 1905 until October 1931) had, at about the same time, started the 
construction of its existing Narrows development, which was placed in operation 
in 1917, at approximately mile 236.5 from the mouth of the Yadkin-Pee Dee 
River. The Narrows development consists of a concrete gravity-type dam about 
1,140 feet long with an intake section, a non-overflow section, a gate-controlled 
spillway about 640 feet long and a by-pass spillway separate from the main 
dam, a reservoir extending upstream about 744 miles to the site of the Tucker- 
town development, with a normal full-pool elevation of 509.7 feet above mean 
sea level, a useful storage of 128,937 acre-feet at a draw-down of 31.1 feet, 
four steel penstocks, a powerhouse about 340 feet downstream from the dam, 
with an installation of four turbines each rated at 27,000 horsepower or a total 
of 108,000 horsepower, operating at an average net head of 174.5 feet, direct- 
connected to four generators with a total installation of 81,200 kilowatts. Units 
1 and 2 are each rated at 17,100 kilowatts. Unit 3 is rated at 25,000 kilowatts 
and Unit 4 is rated at 22,000 kilowatts. The development also includes a step-up 
substation, transmission circuits connecting with the Badin substation, and 
appurtenant hydraulic, electrical and mechanical facilities. Units 1, 2 and 3 
were installed in 1917 and Unit 4 was installed in 1924 and rebuilt in 1946. 
Units 1 and 2 generate 36 cycle energy and Units 3 and 4 generate 60 cycle 
energy. 

The existing Falls development was completed between 1919 and 1922 by 
Aluminum. It is located at approximately mile 234 on the Yadkin River (about 
three miles from Badin), and consists of a concrete dam about 750 feet long 
with a non-overflow section, a two-tainter-gate section and a gate-controlled 
spillway about 455 feet long, a reservoir extending about two miles to the 
Narrows development, with a normal full-pool elevation of 332.6 feet above 
mean sea level and a useful storage of about 1,824 acre-feet at a draw-down of 
10 feet. It has a powerhouse, integral with the dam, with an installation of 
three turbines each rated at 9,660 horsepower, a total of 28,980 horsepower, 
operating at an average net head of 53.4 feet, direct-connected to generators 
having a total capacity of 20,300 kilowatts. Unit 1 is rated at 7,000 kilowatts 
and produces 60 cycle energy. Units 2 and 3 are each rated at 6,650 kilowatts 
and produce 36 cycle energy. The development includes a step-up substation and 
appurtenant hydraulic, electrical, and mechanical facilities. 














FEDERAL POWER COMMISSION 711 


The existing High Rock development is located at approximately mile 253 
on the Yadkin River and consists of a concrete dam about 936 feet long with 
two non-overflow sections and a gated spillway section, a reservoir about 19 
miles long with a normal full pool elevation of 623.6 feet above mean sea 
level, a useful storage of 234,866 acre-feet at a maximum draw-down of 30 feet, 
a powerhouse, integral with the dam, with an installation of three turbines each 
rated at 14,700 horsepower or a total of 44,100 horsepower operating at an 
average net head of 54.2 feet, direct-connected to three generators, each rated 
at 11,000 kilowatts or a total of 33,000 kilowatts, a step-up substation, an 
operators’ village, and appurtenant hydraulic, electrical and mechanical facil- 
ities. High Rock was constructed by Aluminum in 1926-27 and all three units 
were installed in 1927. As now operating and proposed to be operated, High 
Rock will be the primary reservoir, the other reservoirs of Aluminum being 
utilized for hourly and daily storage. 

The proposed Tuckertown development is to be located approximately at 
river mile 244.3 on the Yadkin River, and will consist of a dam about 1,255 
feet long, with a concrete non-overflow section, an earth and rock-fill non- 
overflow abutment section, and a gate-controlled spillway about 481 feet long, 
a reservoir to extend upstream about nine miles to the High Rock development 
with a normal pool elevation of 564.6 above mean sea level and a useful storage 
of 6,897 acre-feet at a maximum draw-down of three feet, a powerhouse, integral 
with the dam with a proposed installation of three turbines each rated at 
18,300 horsepower or a total of 54,900 horsepower at 55-foot net head, direct- 
connected to three generators each rated at 13,333 kilowatts or a total of 40,000 
kilowatts, a step-up substation, 2 short tap lines to the High Rock-Badin 
transmission line, a small operators’ village, and appurtenant hydraulic, elec- 
trical and mechanical facilities. 

Construction of Tuckertown will complete the utilization by Aluminum of 
the entire available head of the Yadkin between the upstream end of the 
High Rock reservoir at mile 272 and the Falls dam at mile 234 on the river. 
The applicant (Aluminum) has studied the possibility of installing additional 
generating units at the existing Falls and Narrows developments. Under present 
river conditions, the benefits of such additional units are not sufficient to make 
their construction economically feasible or hydraulically desirable. Some addi- 
tional capacity at the existing plants, as well as at Tuckertown, may become 
desirable and economically feasible, if and when the upstream reservoirs, which 
are the subject of the studies by the Army Engineers Corps referred to above 
in connection with Project No. 2206 are constructed by the United States or by 
a project licensee. 

On June 6, 1937, Aluminum filed a declaration of intention to construct a 
hydroelectric development at Tuckertown which they then proposed to operate 
on a somewhat different basis than proposed for the present development. The 
1937 proposal (DI-135), was to utilize Tuckertown as a second storage reservoir 
comparable in many respects to High Rock and to be operated at a draw-down 
which would fluctuate a water surface some 15 feet from elevation 569.1 above 
sea level to elevation 554.1 above sea level. The proposed storage at Tucker- 
town amounted to 23,000 acre-feet within the draw-down limits. 

Hearing on the declaration in DI-135 was held on July 23, 1937 and Septem- 
ber 13, 1937 before a hearing examiner of this Commission. Subsequently the 
Commission found the Tuckertown reservoir and powerhouse as then proposed 
would affect the navigable capacity of the Pee Dee River which the Commission 
found to be navigable from its mouth to at least as far as Cheraw, South 
Carolina at approximately mile 167 or about 24 miles below the Blewett Falls 
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dam, the farthermost downstream of the five constructed developments in that 
part of the river. 


Jurisdiction 


The Federal Power Act requires a license for any hydroelectric development 
which has been or is proposed to be constructed in navigable waters of the 
United States or which is capable of affecting the navigable capacity of any 
navigable waters of the United States or when lands of the United States or 
of a ward or wards thereof (such as Indian tribes) are occupied by any part 
of the development. 

The Pee Dee or Yadkin-Pee Dee River was found to be a navigable water 
of the United States from its mouth to Cheraw, South Carolina (at least) in 
the matter of Carolina Aluminum Company (Docket No. DI-135), determined 
in November 16, 1937 and reported in Federal Power Commission Reports, 
Volume 1, at page 495. This finding was based upon the record, which included 
a showing of the considerable sums of money expended by the state of North 
Carolina and the Federal Government between the years 1784 and 1929. While 
it was alleged by Aluminum and by the state of North Carolina that the Pee Dee 
River was not navigable above Jeffreys Creek, some 78 miles downstream from 
Cheraw and at approximately mile 89 from the mouth of the river, the Com- 
mission then found that, while there had been a recommendation in 1931 by the 
Chief of Army Engineers that the existing navigation between Cheraw and 
Jeffreys Creek be abandoned, no action was taken upon the recommendation 
and at the time of the hearing a 3.5 foot channel was authorized by Congress 
up to Cheraw, South Carolina. 

In the present proceedings, we have been asked to take official notice of 
certain reports of the Chief of Engineers, United States Army, which show 
the continuing status of the Pee Dee as a navigable water of the United States 
with a nine-foot channel to Smith’s Mills and at least a theoretical 3.5 foot 
channel to Cheraw at all stages of water. This showing was uncontradicted by 
any testimony introduced in the present record. Steamboats formerly operated 
on the river as far upstream as Cheraw. The present absence of steamboat 
navigation from the stretch of the river downstream from Cheraw is apparently 
due to inability to compete economically with available railroad and highway 
transportation facilities. A report dated May 23, 1944, which is part of one of 
the above-mentioned reports of the Chief of Engineers, United States Army, 
states: 


Local interests between Georgetown, 8S. C., and Lilesville, N. C., generally 
desire further navigation improvement of the Pee Dee River to Cheraw, 
S. C., to provide a depth of from 8 to 9 feet, while some desire to have the 
improvement extended to Lilesville, 20 miles above Cheraw.? 

Testimony and exhibits were presented by the Staff witness Marlatt which 
show that at times the operation of the existing developments, for which license 
is here sought by Aluminum and Power & Light, have affected the volume of 
water reaching Cheraw. In fact, a study of the gage records placed in evidence 
as exhibits Nos. 38 and 39 in these consolidated proceedings indicated the com- 
bined operation of the two Applicants here have produced extensive variations 
on a daily basis at Cheraw and week-end variations, at least, near Peedee, South 
Carolina, at mile 102.8 on the river or approximately 64.2 miles downstream 
from Cheraw. 


2 House Document No. 652, 78th Congress, 2nd session at page 7. 
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The uncontradicted evidence of a witness presented by the Staff shows that 
each of the developments here under consideration (if operating separately or 
without any other development in the river) could affect the navigable capacity 
of the river for a considerable distance below Cheraw. The High Rock reservoir 
is capable of withholding the estimated average inflow of the reservoir for 
approximately 25.3 days, the proposed Tuckertown reservoir is capable of with- 
holding the average inflow for .72 days, the Narrows reservoir can withhold such 
inflow for 13.2 days, and the Falls reservoir for .19 days. Tillery is capable of 
withholding the average flow of the river for about 8.2 days and Blewett Falls 
for about 2.16 days. In low water periods, the possible length of time during 
which the entire flow of the river could be withheld is considerably greater. For 
instance, in case of Falls (where the pondage is smallest) it would take 1.5 
days to fill the pool when the inflow is 600 cubic feet per second. 

In determining the jurisdiction of this Commission based upon the down- 
stream effect of any hydroelectric development on navigable capacity, such 
jurisdiction does not depend upon the manner in which a hydroelectric develop- 
ment has been operated in the past or is proposed to be operated in the future 
but upon the effect which such hydroelectric development is capable of having 
upon navigable capacity at points downstream. Moreover, each hydroelectric 
development may, for the purpose of determining the question of jurisdiction 
arising from downstream effect, be considered and treated as if no other 
hydroelectric development were located within the stream either above or below 
the development, which is the subject of the jurisdictional inquiry. Upon these 
bases it is easily apparent (and without contradiction in this record), that each 
of the existing developments, as now constructed, as well as the Tillery develop- 
ment as proposed to be modified and the Tuckertown development as proposed 
to be constructed, is subject of the jurisdiction of this Commission and requires 
a license for continued maintenance and operation in the river or for the further 
additional construction and operation proposed. 

Aluminum in its brief argues that the present Tuckertown proposal can be 
distinguished from the standpoint of jurisdiction from that proposed to the 
Commission in 1937 and passed upon in the Commission’s opinion in the 
declaration of intention case (Docket No. DI-135). While it is true that, under 
the new proposal, Tuckertown is not normally intended to be operated with a 
drawdown of more than 3 feet as opposed to a much greater drawdown pro- 
posed in 1937, it will still be possible to operate the said Tuckertown develop- 
ment in a manner which could and would affect the downstream navigable 
capacity of the Pee Dee River at Cheraw and in all probability as far down- 
stream as the Pee Dee gage ut mile 102.8 near Mars Bluff, 8. C. Federal 
jurisdiction in the interest of navigation cannot await the overt act of inter- 
ruption of flow and reduction of capacity, but must attach to each and every 
hydroelectric development which can and may at some time hereafter interrupt 
the flow of the navigable stream and reduce its navigable capacity, at any point 
where such navigable capacity normally exists during all or an appreciable 


part of each navigation year. Appropriate findings as to jurisdiction appear 
hereinafter in this decision. 


Justification of the Projects 


The only opposition to licensing voiced by any party to these proceedings was 
that of Miss Eliza Doby. Miss Doby and a sister, who did not seek the right of 
intervention, are owners of property, a part of which will lie within the 
boundaries of the Tuckertown development if the license is issued for Project 
No. 2197 as requested and when the said Tuckertown portion of the project is 
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eonstructed. The Doby opposition is apparently partly sentimental, but does 
raise some questions as to the effect of the proposed new construction (Tucker- 
town) upon the means of access to properties near the reservoir area. The 
evidence indicates however that movement by highway across the Yadkin will 
not be seriously hampered by the Tuckertown reservoir. While there has 
apparently been abandonment of some highways and at least one bridge over 
the Yadkin in the period since hydraulic development by Aluminum began 
about 1916, such abandonment appears to have been by local authorities and 
there is no showing that it was directly due to the construction of Aluminum’s 
three present plants or the acquisition by that applicant of lands for the 
Tuckertown development. 

The highways which were abandoned or permitted to fall into disrepair 
appear to have furnished transportation which has in some cases been super- 
seded by utilization of more adequate and modern highways. In other cases, 
the abandoned highways had ceased to be useful because of changing traffic 
arrangements. In the case of the railway line serving some of the area around 
the reservoirs, there is evidence that the facilities for such service will actually 
be improved as a result of construction of a new siding and shipping facilities 
which can be utilized by some of the neighbors of the proposed Tuckertown 


development. The State of North Carolina fully supports Aluminum’s 
application. 


The proposed Tuckertown development has been shown to constitute an 
adequate utilization of the water resources of the reach of the Yadkin which it 
will occupy. The proposed construction is economically feasible and the 
Applicant has the requisite financal ability to construct. The public interest will 
be well served by the construction and operation of Tuckertown and by the 


continued maintenance and operation of the three other developments for which 
a license is sought as Project No. 2197. Findings to this effect, supported by 
testimony of witnesses for Aluminum and for the Staff of this Commission are 
hereinafter set out, in which it is found that, subject to certain conditions, 
a license should be issued for the said Project. 

Since the Eliza Doby intervention related only to Project No. 2197, there 
was no stated opposition to the issuance of a license to Power & Light for its 
proposed Project No. 2206. The record shows that the proposed additional 
construction at Tillery will be economically feasible and will produce energy 
more cheaply than it can be made available from alternate sources. It is also 
shown that Power & Light is financially able to construct the said additional 
facilities. 

It is also shown by the testimony of Power & Light’s witnesses and by those 
of this Commission’s Staff that the public interest will be served by the con- 
struction and operation of the additional unit at Tillery and by the continued 
maintenance and operation of the existing facilities of Power & Light at both 
the Tillery and Blewett Falls developments. Formal findings, which point out 
the factual basis for issuance of a license for Project No. 2206 and the con- 


ditions which should be attached to and made a part of the license are herein- 
after set forth. 


Length of the License Period 


The smelting facilities at the Badin plant of Aluminum are quite old and 
should be replaced if economical operation is to be maintained in the future. 
Part of this is due to the fact that major improvements at Badin have not 
been made since 1937 due to uncertainty as to the status of the power supply. 
A study of the existing smelting ‘acilities at Badin made by Aluminum in 
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1956 resulted in a decision that improvement could not be further delayed 
without serious impairment of the said smelting facilities. 

The group studying replacement problems in 1956 came to the conclusion that 
if the investment necessary to modernize the Badin smelting plant were to be 
made, Aluminum must be assured of an adequate power supply for a long 
enough period of years to justify the investment. The witness Harper, who is 
general manager of the smelting division of Aluminum Company of America, 
commonly known as ALCOA,3 testified that modernization of the Badin proper- 
ties of Aluminum would result in an anticipated overall expenditure of $37 mil- 
lion, of which approximately $15 million would be expended for construction of 
Tuckertown and the balance of about $22 million for modernization of the 
smelter at Badin. By these expenditures, the capacity of the Badin plant would 
be increased about 46 million pounds or about 68 percent to a productive 
eapacity of 114 million pounds. Further expansion at Badin is not feasible 
because no additional large blocks of power are available at rates permitting 
economic use in smelting aluminum. 

Production capacity is based upon the median water year. Because of the 
variation of power supply with the weather conditions, the utilization of smelt- 
ing capacity at Badin will be only about 86 percent. Because of this limited 
utilization of capacity and other factors affecting costs, the investment at Badin 
would be about 80 cents per additional pound of capacity as against 50 cents 
per pound of capacity, if the same amount of added production were to be 
obtained by construction of additional facilities for smelting the same amount of 
aluminum at one of the new plants being powered by fuel, where utilization of 
the smelting facilities would be 100 percent. 

In determining to locate new facilities at Badin, it is realized that certain 
existing facilities for both power and smelting can continue to be used over 
a period of years in the future. The present estimated combined book value 
of the power facilities now in use by Aluminum and of the existing smelting 
facilities at Badin is $11 million. When this is combined with the $37 million 
of new investment required and the total is applied to the total volumes of metal 
to be produced at Badin, the capital cost of production is reduced to 42 cents 
per pound as against the 50 cent capital cost of new facilities for equal pro- 
duction elsewhere. 

It is estimated that operating costs would be somewhat higher at Badin than 
for equal production at a new and larger plant elsewhere, utilizing electric 
energy produced by a steam-producing fuel such as coal, lignite or gas. The 
two factors of capital cost and the operating cost are believed to be sufficiently 
offsetting that the total production cost for Badin, with a 50-year license 
period, would be reasonably close to the production cost of the same volume of 
aluminum pig or ingots elsewhere. 

Badin is one of the smallest plants in the aluminum industry in America 
today.* The witness Harper stated that ALCOA believes that the trend is 
toward larger plants, but realizes the adverse effect upon the Badin area if 
the plant were to be discontinued and feels some responsibility toward the 
people of the community. The company had 977 employees upon the payroll at 
Badin at the beginning of 1957. As of October 1, 1957, 212 of these employees 


8 Carolina Aluminum Company is a wholly-owned subsidiary of Aluminum Company of 
America and as such its smelting operations are a part of Mr. Harper’s responsibility. 

4 There is testimony in this record that the only smaller plant in the United States is a 
plant at Tacoma, Washington, with 77 million pounds capacity, which was purchased by 
the present owner at less than one-half of the original cost and where there is no invest- 
ment in generating facilities. 
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had 25 or more years of continuous service with the company. Turnover is 
considerably less than 100 employees per year. 

The economic life of smelting facilities is estimated at approximately 25 
years or one half of the desired license period. This would permit one replace- 
ment of such facilities during the period of the license, if a fifty-year license 
is granted to Aluminum. Since a period of close to three years may be required 
to complete construction of Tuckertown, the effective period of a 40-year license 
would be reduced to approximately 37 years and the replacement facilities at 
Badin could only be utilized for half of their normal life. This is doubly true 
because even the Tuckertown facilities would serve no practical purposes (after 
expiration of license for the three existing developments) in guaranteeing an 
energy supply to Aluminum, because they could only be operated to supply firm 
power to Badin, if and when Tuckertown is operated in conjunction with the 
energy-producing facilities at High Rock, Narrows and Falls. 

The generating facilities of Aluminum at High Rock, Narrows, and Falls 
have been operated to maintain the maximum firm supply to the smelting 
pot-lines at Badin. The nature of the smelting operations is such as to empha- 
size the importance of steady operation of pot lines, because interruption of 
operation is time-consuming and expensive. The practice is to maintain certain 
pot-lines in year round operation and to have a fixed time schedule (insofar as 
water conditions permit) for the annual starting and ending of operations of 
each of the other pot lines. The fixed schedule is based on experience and the 
water supply records of past years. In order to obtain maximum utilization 
of the smelting facilities, Aluminum has worked out arrangements with Power 
& Light and with Duke Power Company (Duke) by means of which arrange- 
ments (covered by contract) Aluminum furnishes peaking power from its 
hydroelectric plants to the two utilities to enable them to meet daily peaks and 
receives in return electric energy supplied by Power & Light and Duke at 
periods which are off-peak from the utilities’ standpoint. Such off-peak energy 
is usually supplied on the basis of two units to Aluminum in return for each 
unit of peaking energy supplied by Aluminum to the utilities. 

The operations of the Badin plant of Aluminum are a useful contribution to 
the industrial life of the Yadkin Valley and their continuation is greatly in 
the public interest. It is apparent that assurance of this continuation depends 
upon the ability of Aluminum to obtain a fifty-year license for the entire Yadkin 
Project (Project No. 2197). The facilities have been operated heretofore in a 
manner which appears to have produced a maximum beneficial effect. The public 
convenience and necessity require a continuation of this type of operation if 
possible. Moreover, the operations of the four developments must, of necessity, 
be coordinated. This means that if and when (if ever) these developments are 
taken over by the United States for operation by itself or a new licensee 
(whether Aluminum or another) under the provisions of Sections 14 and 15 
of the Federal Power Act, they should be taken over as a unit, in order to 
ensure continued coordinated operations thereafter. For these reasons it is 
hereafter found that a license should be issued to Aluminum for a fifty-year 
term covering not only Tuckertown, but also the existing developments at High 
Rock, Narrows and Falls. 

Power & Light is a public utility which supplies electric service at retail in 
198 communities of 500 population or more in the states of North Carolina and 
South Carolina. Wholesale electric service is rendered by Power & Light to 
24 municipalities and also to a number of rural electric cooperatives. This 
company also has approximately 19,500 miles of rural lines which make electric 
service available to rural customers at the same basic rates offered to urban 
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customers, except for higher monthly minimum bills, accounted for on the basis 
of the lower customer density. The estimated total population of the area 
served by Power & Light is in excess of two million persons with approximately 
four hundred thousand customers presently connected and approximately twelve 
thousand new electric customers being connected each year. 

Power & Light owns 709,000 kilowatts name plate capacity of steam-electric 
plants with a 156,000 kilowatt unit under construction. It also owns and 
operates 205,100 kilowatts name plate capacity of hydroelectric generating 
facilities. 10,500 kilowatts of the hydroelectric capacity is run-of-river genera- 
tion and the remaining 194,600 kilowatts is peak load capacity. In addition to 
its own generation, Power & Light purchases 150,000 kilowatts of capacity and 
had 61,000 kilowatts available under exchange agreements. The transmission 
system of Power & Light is interconnected with those of Appalachian Electric 
Power Company, Tennessee Valley Authority (T. V. A.), Virginia Electric and 
Power Company, South Carolina Public Service Authority, South Carolina 
Electric & Gas Company and Duke, as well as with the transmission facilities 
of Aluminum. 

The facilities under consideration in Project No. 2206 consist of the present 
Tillery and Blewett Falls developments, with 62,000 kilowatts and 24,600 
kilowatts of installed capacity, as well as a proposed additional 22,000 kilowatt 
unit at Tillery. It is possible to obtain the 22,000 kilowatt additional capacity 
much more cheaply at Tillery than by development of the undeveloped portion 
of the river between Tillery and Blewett Falls or construction of steam-electric 
facilities elsewhere. 

Power & Light points out that, if the license for the existing facilities was 
made effective as of January 1, 1947, the company would be obliged to make 
retroactive payments of $95,000 to the United States although no substantial 
regulatory expense has been incurred by the United States. Although there is 
some evidence of an investigation authorized by this Commission by an order 
dated December 15, 1987,5 the only evidence of any action of an investigative 
nature prior to the filing of the license application for Project No. 2206 is an 
exchange of letters between the Commission and Power & Light in 1943 and 
1944, in which the filing of an application was suggested by the Commission’s 
Secretary and the Applicant Power & Light (by its Vice President and General 
Counsel) rejected the proposal and stated its belief that the provisions of the 
Federal Power Act with respect to licensing were not applicable to its Tillery 
and Blewett Falls plants. 

In addition to the problem posed as to equities in regard to back payments 
which may, insofar as the record shows, be unjustified by any considerable 
expenditures for regulation either prior to or during the period since January 
1, 1947, consideration may well be given to the desirability of coordinated 
operation and control of the facilities of the two Applicants included within 
Projects Nos. 2197 and 2206, if or when the two projects are taken over by 
the United States under the provisions of Sections 14 and 15 of the Federal 
Power Act and either operated by the United States or by some licensee or 
licensees other than the respective Applicants for the two projects. It is obvious 
from the record that there has been rather close coordination of the operations 
of the two Applicants at their existing plants on the Yadkin-Pee Dee. For a 
considerable period, this was specifically provided for by contract. We shall 
hereafter set out certain requirements to ensure that Aluminum’s plants shall 
not be so operated as to prevent Power & Light’s compliance with certain 
conditions in its license. 


5 Docket No. IT-5498. 
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It is impossible now to determine what the pattern of electric energy use in 
the area, which is or can be served by the plants on the Yadkin or Yadkin- 
Pee Dee which are here under consideration, will be in 1997 A. D., when a license 
for fifty years from January 1, 1947, will expire or in the year 2008 A. D., 
when a fifty-year license dating from the issuance of the licerse here sought 
will expire. Possible improvements in generation of steam-electric energy, of 
nuclear energy (either directly or through electric generation), of solar energy, 
of tidal energy or of other forms of energy, presently unknown or at least 
undeveloped, may result in a complete change of energy bases. In the same 
manner, industrial improvements and the addition of labor saving, comfort 
giving, and entertaining devices in the home, the office, the store, or the farm, 
may result in a complete change of the load pattern of the area. We do, how- 
ever, know that all six of the developments here under consideration depend 
upon the waters of the same stream and are practically contiguous to each 
other upon that stream. For this reason alone, if no other considerations 
existed (as suggested by Power & Light), it is hereafter found to be in the 
public interest that the two project licenses should be so timed as to expire at 
the same time, in order that the future use of the project facilities after 
expiration may be considered together by both the United States and any pros- 
pective licensee (including the original licensees) in the light of the then 
prevailing pattern both of electric generation and of load distribution. 


Special Conditions 


Certain special conditions, over and beyond the conditions usually attached 
to licenses for new construction appear necessary in each of the present 
proceedings. The last “Article” in each license is simply a statement of the 
computed annual charges to be paid by the respective Licensees. Article 14 is 
modified in each case to limit its effect to the portions of the project facilities 
eonstructed after the license becomes effective. A new Article 19 in each 
license provides for the determination of the actual legitimate original cost 
of those parts of each project completed prior to the effective date of the 
license. Provisions are also made for the time of commencing and completing 
of construction in each case and for filing by Aluminum of Exhibits F and K 
relating to project lands. These special conditions are not controversial and 
are self-explanatory as they appear in the licenses tendered by the orders herein- 
after stated and incorporated herewith as parts of this decision. 

In the case of the new Tuckertown reservoir, provision is made for clearing 
of the reservoir site. This is a provision similar to those imposed by the 
Commission in other licenses for new projects where the nature of the vegetation 
in the reservoir area requires such conditions and is also uncontroversial. 

Provision also has been made for such reasonable modifications of project 
structures and operations in the interest of fish and wildlife resources as may 
hereafter be prescribed by the Commission upon recommendations of the North 
Carolina Wildlife Commission and the Secretary of the Interior, after notice 
and opportunity for hearing and upon a finding, or findings, based on substantial 
evidence of their necessity, desirability and compliance with the Federal Power 
Act. In order that the licensees may have a determination of such changes, 
if any are required, at an early date hereafter, it is provided that no modifica- 
tion may be required unless recommendations therefor are made within nine 
months from the date of issuance of the licenses. This is consistent with 
Commission practice in licenses heretofore issued. 

The State of North Carolina having stated, through its Assistant Attorney 
General, its general support of the projects and the absence of any objections 
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by reason of highways or oxygen content of reservoir water, no conditions as 
to these matters are attached. It appears that several communities are now 
receiving adequate supplies of potable water from various reservoirs included 
in the two projects. 

Provisions are also made for coordination of operation of the two projects to 
the maximum extent possible and for the coordination of both projects with 
the operations of Duke and other public utilities in the area. The right is 
reserved to require the submission of reports and the filing of agreements, 
contracts and other papers relating to such coordination and to order such 
further coordination of operations or changes therein as may be found, after 
opportunity for hearing, to be economically feasible and in the public interest. 
Because of the possibility that certain upstream reservoirs, heretofore proposed 
by the Chief of Engineers, may be constructed in the future and that such con- 
struction may increase the hydroelectric potentialities of the stretches of the 
Yadkin or Yadkin-Pee Dee occupied by Projects Nos. 2197 and 2206, the right 
is also reserved to direct the installation of additional generating units in each 
project, to the extent that such construction is found to be economically feasible, 
after notice and opportunity for hearing. In the case of the Yadkin-Pee Dee 
project of Power & Light, this reservation includes the right to require the 
development of the unused thirty feet of head between the Tillery and Blewett 
Falls developments, when such development becomes economically feasible and 
in the public interest by reason of upstream improvements. 

A provision is made in the license of Project No. 2206 for circumstances 
under which it may become necessary to release increased volumes of water 
from Blewett Falls to maintain the quality of water required by the North 
Carolina Stream Sanitation Committee for waters such as the Yadkin-Pee Dee 
below the said Blewett Falls development. Such additional releases may be 
ordered in volumes up to the minimum daily flow before construction of 
Blewett Falls, and may only be prescribed after notice and opportunity for 
hearing. A provision is also inserted in the license for Project No. 2197 which 
requires that the said project of Aluminum shall not be operated in such a 
manner as to prevent Power & Light from complying with any such minimum 
flow requirements hereafter established for Blewett Falls. 

In order to assure the maximum feasible recreational use of Tuckertown, 
while permitting the operations proposed by Aluminum and necessary to the 
proper use of the energy produced therefrom for smelting purposes, it is pro- 
vided that the Tuckertown drawdown be limited to three feet, except undér 
emergency conditions. Requests have been made informally (by letter or 
telegram) to the Commission by various individuals, companies and agencies 
that the water in the High Rock Reservoir of Aluminum be maintained at high 
levels at all times for recreational purposes. Such a limitation would largely 
defeat the purpose of Aluminum in constructing the reservoir and would 
greatly reduce the benefits to downstream plants resulting from the operation 
as it has been conducted in the past. A study by the witness Price, a Com- 
mission employee and presented by the Staff, shows that if the drawdown at 
High Rock were limited to a maximum of ten feet instead of the existing 
thirty-foot drawdown, the estimated power loss would be approximately $150,000 
per year. No evidence was presented by the proponents of the limitation as 
to its feasibility or as to the recreational benefits which might be obtained 
thereby. The proposal is therefore rejected. A provision is inserted which 
requires the maintenance of the highest level at High Rock from June 1 to 
September 1 of each year which is practicable and consistent with the reservoir’s 
primary purpose of providing firm energy for the smelting operations at Badin. 
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A proposal by the Department of the Interior which would lessen somewhat 
the rights of Aluminum in controlling access to project lands is also rejected. 
It appears that the standard provisions contained in Article 7 of each license 
are adequate to protect the recreational rights and privileges of the public. 

A provision suggested by the Staff in its brief and supported by a witness 
in the record would require that within one year after licensing, Aluminum 
shall apply for an amendment to include within the license the transmission 
line (or lines) which may be constructed from the junction of the Tuckertown 
tap lines to Badin. No objection to this provision is made in the final brief 
of Aluminum and the Staff’s proposal is adopted with a slight change which 
leaves to the future judgment of the Applicant the number of lines or circuits 
to be constructed between the points in question. 

The Staff also proposed a condition in the license for Project No. 2206, by 
which the Commission expressly reserves the right to determine at a later date 
what transmission lines and appurtenances, if any, shall be included within the 
license. In its main brief, the applicant Power & Light objected to the inclusion 
of transmission lines within the project and based its objection upon the effect 
of such inclusion on the public utility operations of Power & Light. There is 
some evidence in the record that, while the extent to which transmission 
facilities should be included within the license cannot yet be determined, some 
such facilities and at least those transmission facilities connecting the parts of 
Project No. 2206 to the Badin smelting facilities of Aluminum should, if and 
when Sections 14 and 15 of the Federal Power Act become applicable, be a part 
of Project No. 2206. This is especially true, if the two projects (Nos. 2197 
and 2206) are to be operated by the United States or by a single licensee after 
2008 A. D. It does not appear, however, that the record is sufficiently complete 
to justify any Commission action to include such transmission facilities within 
the license without further hearing. The recommendation of the Staff is there- 
fore modified and it is provided that a determination as to inclusion of trans- 
mission lines may be made by the Commission, but only after an opportunity 
has been afforded for further Hearing. 


FURTHER FINDINGS AND CONCLUSIONS 


Upon the facts in evidence, together with the pleadings and the briefs and 
arguments of counsel, it is further found and concluded that: 


Project No. 2197 


(1) Application was filed February 6, 1956, by Carolina Aluminum Company 
(Applicant), of Badin, North Carolina, for a license under Section 4 (e) of the 
Federal Power Act (hereinafter referred to as the Act) for Project No. 2197, 
consisting of the constructed High Rock, Narrows, and Falls developments, 
and the proposed Tuckertown development (all designated as the Yadkin 
Project), situated on the lower Yadkin stretch of the Yadkin-Pee Dee River, in 
Stanly, Montgomery, Davidson, and Rowan Counties, North Carolina, and in 
the vicinity of Badin, High Rock, and Salisbury, North Carolina. 

(2) The Applicant is a corporation organized and existing under the laws of 
the State of North Carolina and has submitted satisfactory evidence of com- 
pliance with the requirements of all applicable State laws insofar as necessary 
to effect the purposes of a license for the project. 

(3) The Yadkin-Pee Dee River is in North and South Carolina. The Yadkin 
River rises on the eastern slope of the Blue Ridge Mountains of western North 
Carolina, flows northeasterly, easterly, and southeusterly about 202 miles to the 
mouth of the Uwharrie River near Badin, North Carolina, where its name 
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changes to Pee Dee or Great Pee Dee River; thence it continues southeasterly 
about 233 miles to enter the Atlantic Ocean through Winyah Bay near George- 
town, South Carolina. 

(4) In its natural condition, at ordinary stages of water, the Yadkin-Pee Dee 
River had a 9-foot channel from its mouth to Smith’s Mills, a 344-foot channel 
at low water to Little Bluff, and a 3%4-foot channel at high water to Cheraw, 
South Carolina. 

(5) In 1880 Congress authorized improvement of the Yadkin-Pee Dee River 
to provide for a thoroughly cleared, 9-foot channel to Smith’s Mills and a 
3%4-foot minimum navigation channel to Cheraw at all stages of water. 

(6) The Yadkin-Pee Dee River is a navigable water of the United States 
at least up to Cheraw, South Carolina. 

(7) The High Rock, Narrows, and Falls developments have been and may 
be operated by Applicant so as to affect the navigable capacity of the Yadkin- 
Pee Dee River downstream from Cheraw, South Carolina. 

(8) The proposed Tuckertown development will be capable of operating 
separately in such a manner as to affect the navigable capacity of the Yadkin- 
Pee Dee River downstream from Cheraw. 

(9) The High Rock, Narrows, and Falls developments have been and are 
operated as a unit, and although the proposed Tuckertown development is 
eapable of being operated separately from the existing High Rock, Narrows, 
and Falls developments, when constructed the Tuckertown development will be 
operated as a unit with the High Rock, Narrows and Falls developments for 
power generation. 

(10) The High Rock reservoir of the Applicant is operated primarily for the 
purpose of providing a large reservoir which may be drawn down as necessary 
to maintain continuity of operation of the Badin smelter works of the Applicant 
at the highest possible minimum level. 

(11) The Secretary of the Army and the Chief of Engineers have approved 
the plans of the existing and proposed project structures insofar as the interests 
of navigation are concerned. 

(12) All interested State and Federal agencies have reported on the applica- 
tion without objection to the issuance of a license, subject to conditions substan- 
tially as hereinafter provided. 

(13) No conflicting application is before the Commission. Public notice of the 
application has been given as required by the Federal Power Act. 

(14) The Applicant has submitted satisfactory evidence of its financial ability 
to construct the Tuckertown development and to operate the project. 

(15) The project does not affect any Government dam, nor will the issuance 
of a license for the project as hereinafter provided affect the development of 
any water resources for public purposes which should be undertaken by the 
United States. 

(16) Subject to the terms and conditions hereinafter specified, the project is 
best adapted to a comprehensive plan for improving and developing a waterway 
or waterways for the use or benefit of interstate or foreign commerce, for the 
improvement and utilization of water-power development, and for other bene- 
ficial public uses, including recreational purposes. 

(17) The existing High Rock, Narrows, and Falls developments, and the 
proposed Tuckertown development, and the transmission facilities to be con- 
structed from the junction of the Tuckertown lines to Badin, together with 
the transmission facilities included and described in the application for license 
are parts of the project herein authorized within the meaning of Section 3 (11) 
of the Federal Power Act. 
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(18) Exhibit J (Drawing F. P. C. No. 2197-1), Exhibit L (Drawings F. P. C. 
Nos. 2197-2 to 7 inclusive) and Exhibit M (a nine-page typewritten “General 
Description of Equipment”, filed February 6, 1956) conform substantially with 
the Commission’s rules and regulations and should be approved as part of the 
license for the project, while Exhibits F and K should be filed as hereinafter 
provided. 

(19) The operation and maintenance by Applicant of any and all of the 
project works of Project No. 2197 on the Yadkin-Pee Dee River will affect 
the interests of interstate or foreign commerce. 

(20) The Applicant Carolina Aluminum Company proposes to reconstruct 
its smelting plant at Badin to increase both its maximum capacity and its firm 
or continuous smelting capacity in order to increase the usefulness and effi- 
ciency of the said smelting plant, and such proposed reconstruction is expected 
to afford continued employment to more than 900 persons in the Badin area. 

(21) The normal usefulness of aluminum smelting facilities is approxi- 
mately twenty-five years and such facilities at Badin can be reconstructed, 
with a reasonable expectation of full utilization thereof, twice during the period 
covered by a fifty-year license for the hydroelectric facilities in Project No. 2197. 

(22) The economic feasibility of the proposed reconstructions by the Appli- 
eant of its smelting facilities at Badin depends upon the obtaining by the 
Applicant of a license for fifty years, from the present time, for Project No. 2197. 

(23) The public interest requires that, when a license for Project No. 2197 
is issued, the said license be effective for a period of fifty years from the date 
of issuance. 

(24) The public interest requires that the Commission reserve to itself the 
right to order the Applicant to install additional generating units to the extent 
that such installation is economically feasible, if and when an upstream 
reservoir or reservoirs are constructed by the United States or by a licensee, 
and after opportunity for hearing. 

25) The installed horsepower capacity of the project hereinafter authorized, 
for the purpose of computing the capacity component of the administrative 
annual charge, is 232,700 horsepower (High Rock 44,000; Narrows 108,300; 
Falls 27,100; and Tuckertown 53,300). 

(26) The amount of annual charge to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Federal Power Act is reasonable as hereinafter fixed and specified. 

(27) In view of the issuance of the license for Project No. 2197 as herein- 
after provided, it is appropriate to terminate the investigatory proceeding in 
Docket No. IT-5499. 


Project No. 2206 


(1) Application was filed May 29, 1956, and later supplemented, by Carolina 
Power & Light Company, of Raleigh, North Carolina (Applicant), for a license 
under Section 4 (e) of the Federal Power Act (hereinafter referred to as the 
Act) for its existing Tillery and Blewett Falls hydroelectric developments, and 
for a fourth generating unit in the Tillery development (all designated as 
Project No. 2206 and also as the Yadkin-Pee Dee River Project of the Applicant) 
located on the Yadkin-Pee Dee River in Anson, Richmond, Montgomery and 
Stanly Counties, North Carolina. 

(2) The Applicant is a corporation organized and existing under the laws of 
the State of North Carolina and has submitted satisfactory evidence of com- 
pliance with the requirements of all applicable State laws insofar as necessary 
to effect the purposes of a license for the project. 
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(3) The Yadkin-Pee Dee River is in North and South Carolina. The Yadkin 
River rises on the eastern slope of the Blue Ridge Mountains of western North 
Carolina, flows northeasterly, easterly, and southeasterly about 202 miles to the 
mouth of the Uwharrie River near Badin, North Carolina, where its name 
changes to Pee Dee or Great Pee Dee River; thence it continues southeasterly 
about 233 miles to enter the Atlantic Ocean through Winyah Bay near George- 
town, South Carolina. 

(4) In its natural condition, at ordinary stages of water, the Yadkin-Pee Dee 
River had a 9-foot channel from its mouth to Smith’s Mills, a 3%-foot channel 
at low water to Little Bluff, and a 3%4-foot channel at high water to Cheraw, 
South Carolina. 

(5) In 1880 Congress authorized improvement of the Yadkin-Pee Dee River 
to provide for a thoroughly cleared, 9-foot channel to Smith’s Mills and a 
814-foot minimum navigation channel to Cheraw at all stages of water. 

(6) The Yadkin-Pee Dee River is a navigable water of the United States at 
least up to Cheraw, South Carolina. 

(7) The Tillery and Blewett Falls developments have been and may be 
operated by the Applicant so as to affect the navigable capacity of the Yadkin- 
Pee Dee River downstream from Cheraw, South Carolina. 

(8) The Tillery and Blewett Falls developments have been and are operated 
as a unit, and the additional generator, when installed at Tillery, will be 
operated as a unit with the Tillery and Blewett Falls developments for power 
generation. 

(9) The Secretary of the Army and the Chief of Engineers have approved the 
plans of the project structures insofar as the interests of navigation are 
concerned. 

(10) All interested State and Federal agencies have reported on the applica- 
tion without objection to the issuance of a license, subject to conditions 
substantially as hereinafter provided. 

(11) No conflicting application is before the Commission. Public notice of 
the application has been given as required by the Federal Power Act. 

(12) The Applicant has submitted satisfactory evidence of its financial ability 
to construct the fourth unit at Tillery and to operate the project. 

(13) The project does not affect any Government dam, nor will the issuance 
of a license for the project as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States. 

(14) Subject to the terms and conditions hereinafter specified, the project is 
best adapted to a comprehensive plan for improving and developing a waterway 
or waterways for the use or benefit of interstate or foreign commerce, for the 
improvement and utilization of water-power development, and for other bene- 
ficial public uses, including recreational purposes. 

(15) The existing Tillery and Blewett Falls developments, together with the 
proposed additional generating unit at Tillery, described above are parts of the 
project herein authorized within the meaning of Section 3 (11) of the Federal 
Power Act. 

(16) Exhibits J (Drawing F. P. C. 2206-1), K (Drawings F. P. C. 2206-2 
through 18), L (Drawings F. P. C. 2206-20 through 25 and 27 through 29) and 
M (four-pages of description and specifications, filed May 29, 1956) conform 
substantially with the Commission’s rules and regulations and should be 
approved as part of the license for the project. 
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(17) The operation and maintenance by Applicant of any and all of the project 
works of Project No. 2206 on the Yadkin-Pee Dee River will affect the interests 
of interstate or foreign commerce. 

(18) The Yadkin-Pee Dee River Project No. 2206 of the Applicant is immedi- 
ately downstream from the lowermost development of Carolina Aluminum Com- 
pany, for which a license is sought as Project No. 2197. 

(19) It is desirable and in the public interest that the operation of Projects 
Nos. 2197 and 2206 be coordinated to the greatest extent compatible with the sev- 
eral and distinct purposes for which the two projects are designed and operated; 
and it is further desirable that the two licenses expire at or about the same time, 
in order that proper consideration may then be given to the possibility of con- 
tinued or increased coordination of the operation of the two projects thereafter. 

(20) The public interest requires that, when a license for Project No. 2206 
is issued, the said license be effective for a period of fifty years from the date of 
issuance. 

(21) The public interest requires that the Commission reserve to itself the 
right to order the Applicant to develop the unused head of the portion of the 
Yadkin-Pee Dee River between its Tillery and Blewett Falls developments and 
to install additional generating units to the extent that such development and 
installation are economically feasible, if and when an upstream reservoir or 
reservoirs are constructed by the United States or by a licensee, and after 
opportunity for hearing. 

(22) The installed horsepower capacity of the project hereinafter authorized, 
for the purpose of computing the capacity component of the administrative 
annual charge, is 145,000 horsepower. 

(23) The amount of annual charge to be paid under the license for the purpose 
of reimbursing the United States for the costs of administration of Part I of 
the Federal Power Act is reasonable as hereinafter fixed and specified. 

(24) In view of the issuance of the license for Project No. 2206 as hereinafter 
provided, it is appropriate to terminate the proceeding in Docket No. IT-—5498. 


ORDER 
In the Matter of Carolina Aluminum Company, Project No. 2197 


Wherefore, it is ordered, subject to review by the Commission as provided by 
its Rules of Practice and Procedure, that: 

(A) This license is issued to Carolina Aluminum Company, (hereinafter 
referred to as the Licensee) under Section 4 (e) of the Federal Power Act for a 
period of 50 years, effective as of the date when this order becomes the act of the 
Commission, for the continued operation and maintenance of the constructed 
High Rock, Narrows and Falls developments, and for the construction, opera- 
tion and maintenance of the proposed Tuckertown development (which develop- 
ments for the purposes of this license shall be considered as units of one complete 
project designated in the records of the Commission as Project No. 2197) located 
on the Yadkin-Pee Dee River which is a navigable waterway of the United 
States, at least as far upstream as Cheraw, South Carolina, and affecting navi- 
gable waters of the United States and the interests of interstate or foreign 
commerce, subject to the terms and conditions of the Act which is incorporated 
herein by reference as a part of this license, and subject to such rules and regu- 
lations as the Commission has issued or prescribed under the provisions of the 
Act. 

(B) This license shall also be subject to the following terms and conditions: 

Article 1. The entire project, as described in the order of the Commission, 
shall be subject to all the provisions, terms, and conditions of the license. 
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Article 2. No substantial change shall be made in the maps, plans, specifica- 
tions, and statements described and designated as exhibits and approved by the 
Commission in its order as a part of the license, until such change shall have 
been approved by the Commission: Provided, however, that if the licensee or the 
Commission deems it necessary or desirable that said approved exhibits, or any 
of them, be changed, there shall be submitted to the Commission for approval 
amended, supplemental, or additional exhibit or exhibits covering the proposed 
changes which, upon approval by the Commission, shall become a part of the 
license and shall supersede, in whole or in part, such exhibit or exhibits 
theretofore made a part of the license as may be specified by the Commission. 

Article 3. Said project works shall be constructed in substantial conformity 
with the approved exhibits referred to in Article 2 herein or as changed in 
accordance with the provisions of said article. Except when emergency shall 
require for the protection of navigation, life, health, or property, no substantial 
alteration or addition not in conformity with the approved plans shall be made 
to any dam or other project works under the license without the prior approval 
of the Commission; and any emergency alteration or addition so made shall 
thereafter be subject to such modification and change as the Commission may 
direct. Minor changes in the project works or divergence from such approved 
exhibits may be made if such changes will not result in decrease in efficiency, in 
material increase in cost, or in impairment of the general scheme of develop- 
ment; but any of such minor changes made without the prior approval of the 
Commission, which in its judgment have produced or will produce any of such 
results, shall be subject to such alteration as the Commission may direct. The 
Licensee shall comply with such rules and regulations of general or special 
applicability as the Commission may from time to time prescribe for the 
protection of life, health, or property. 

Article 4. The construction, operation, and maintenance of the project and any 
work incident to additions or alterations shall be subject to the inspection and 
supervision of the Regional Engineer, Federal Power Commission, in the region 
wherein the project is located, or of such other officer or agent as the Commis- 
sion may designate, who shall be the authorized representative of the Commis- 
sion for such purposes. The Licensee shall furnish to said representative such 
information as he may require concerning the construction, operation, and main- 
tenance of the project, and of any alteration thereof, and shall notify him of the 
date upon which work will begin, and as far in advance thereof as said repre- 
sentative may reasonably specify, and shall notify him promptly in writing of 
any suspension of work for a period of more than one week, and of its resumption 
and completion. The Licensee shall allow him and other officers or employees 
of the United States, showing proper credentials, free and unrestricted access 
to, through, and across the project lands and project works in the performance 
of their official duties. 

Article 5. Upon the completion of the project, or at such other time as the 
Commission may direct, the Licensee shall submit to the Commission for ap- 
proval revised maps, plans, specifications, and statements insofar as necessary 
to show any divergence from or variations in the project area and project 
boundary as finally located or in the project works as actually constructed 
when compared with the area and boundary shown and the works described in 
the license or in the maps, plans, specifications, and statements approved by the 
Commission, together with a statement in writing setting forth the reasons which 
in the opinion of the Licensee necessitated or justified variations in or diver- 
gence from the approved maps, plans, specifications, and statements. Such 
revised maps, plans, specifications, and statements shall, if and when approved 
554728—_61—_—_48 
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by the Commission, be made a part of the license under the provisions of Article 
2 hereof. 

Article 6. For the purpose of determining the stage and flow of the stream or 
streams from which water is to be diverted for the operation of the project 
works, the amount of water held in and withdrawn from storage, and the 
effective head on the turbines, the Licensee shall install and thereafter maintain 
such gages and stream-gaging stations as the Commission may deem necessary 
and best adapted to the requirements; and shall provide for the required read- 
ings of such gages and for the adequate rating of such stations. The Licensee 
shall also install and maintain standard meters adequate for the determination 
of the amount of electric energy generated by said project works. The number, 
character, and location of gages, meters, or other measuring devices, and the 
method of operation thereof, shall at all times be satisfactory to the Commission 
and may be altered from time to time if necessary to secure adequate determina- 
tions, but such alteration shall not be made except with the approval of the 
Commission or upon the specific direction of the Commission. The installation 
of gages, the ratings of said stream or streams, and the determination of the 
flow thereof, shall be under the supervision of, or in cooperation with, the 
District Engineer of the United States Geological Survey having charge of 
stream-gaging operations in the region of said project, and the Licensee shall 
advance to the United States Geological Survey the amount of funds estimated to 
be necessary for such supervision or cooperation for such periods as may be 
mutually agreed upon. The Licensee shall keep accurate and sufficient record 
of the foregoing determinations to the satisfaction of the Commission, and shall 
make return of such records annually at such time and in such form as the Com- 
mission may prescribe. 

Article 7. So far as is consistent with proper operation of the project, the 
Licensee shall allow the public free access, to a reasonable extent, to project 
waters and adjacent project lands owned by the Licensee for purpose of full 
public utilization of such lands and waters for navigation and recreational 
purposes, including fishing and hunting, and shall allow to a reasonable extent 
for such purposes the construction of access roads, wharves, landings, and other 
facilities on its lands the occupancy of which may in appropriate circumstances 
be subject to payment of rent to the Licensee in a reasonable amount: Provided, 
that the Licensee may reserve from public access such portions of the project 
waters, adjacent lands, and project facilities as may be necessary for the pro- 
tection of life, health, and property and Provided further, that the Licensee’s 
consent to the construction of access roads, wharves, landings, and other facili- 
ties shall not without its express agreement place upon the Licensee any obliga- 
tion to construct or maintain such facilities. 

Article 8. Insofar as any material is dredged or excavated in the prosecution 
of any work authorized under the license, or in the maintenance of the project, 
such material shall be removed and deposited so it will not interfere with navi- 
gation, and will be to the satisfaction of the District Engineer, Department of 
the Army, in charge of the locality. 

Article 9. In the construction and maintenance of the project works, the 
Licensee shall place and maintain suitable structures and devices to reduce 
to a reasonable degree the liability of contact between its transmission lines, 
and telegraph, telephone, and other signal wires or power transmission lines 
constructed prior to its transmission lines and not owned by the Licensee, and 
shall also place and maintain suitable structures and devices to reduce to a 
reasonable degree the liability of any structures or wires falling and obstructing 
traffic and endangering life on highways, streets, or railroads. 





FEDERAL POWER COMMISSION 727 


Article 10. Whenever the United States shall desire to construct, complete, 
or improve navigation facilities in connection with the project, the Licensee shall 
convey to the United States, free of cost, such of its lands and its rights-of-way 
and sueh right of passage through its dams or other structures, and permit such 
control of pools as may be required to complete and maintain such navigation 
facilities. 

Article 11. The Licensee shall furnish free of cost to the United States power 
for the operation and maintenance of navigation facilities at the voltage and 
frequency required by such facilities and at a point adjacent thereto whether 
said facilities are constructed by the Licensee or by the United States. 

Article 12. The operation of any navigation facilities which may be con- 
structed as a part of or in connection with any dam or diversion structure 
constituting a part of the project works shall at all times be controlled by such 
reasonable rules and regulations in the interest of navigation, including the con- 
trol of the level of the pool caused by such dam or diversion structures, as may 
be made from time to time by the Secretary of the Army. Such rules and regula- 
tions may include the construction, maintenance, and operation by the Licensee, 
at its own expense, of such lights and signals as may be directed by the Secretary 
of the Army. 

Article 13. The United States specifically retains and safeguards the right to 
use water in such amount, to be determined by the Secretary of the Army, as may 
be necessary for the purposes of navigation on the navigable waterway affected ; 
and the operations of the Licensee so far as they affect the use, storage, and 
discharge from storage of waters affected by the license, shall at all times be 
controlled by such reasonable rules and regulations as the Secretary of the Army 
may prescribe in the interest of navigation, and as the Commission may pre- 
scribe for the protection of life, health, and property, and in the interest of the 
fullest practicable conservation and utilization of such waters for power pur- 
poses and for other beneficial public uses, including recreational purposes; and 
the Licensee shall release water from the project reservoir at such rate in cubic 
feet per second, or such volume in acre-feet per specified period of time, as the 
Secretary of the Army may prescribe in the interest of navigation, or as the 
Commission may prescribe for the other purposes hereinbefore mentioned. 

Article 14. The actual legitimate original cost of the parts of the project to 
be completed after the effective date of license, and of any future addition to 
or betterment of the entire project, shall be determined by the Commission in 
accordance with the Federal Power Act and the rules and regulations of the 
Commission thereunder. 

Article 15. After the first twenty (20) years of operation of the project under 
the license, six (6) percent per annum shall be the specified rate of return on the 
net investment in the project for determining surplus earnings of the project 
for the establishment and maintenance of amortization reserves, pursuant to 
Section 10 (d) of the Act; one-half of the project surplus earnings, if any, 
accumulated after the first twenty years of operation under the license, in excess 
of six (6) percent per annum on the net investment, shall be set aside in a 
project amortization reserve account as of the end of each fiscal year, provided 
that, if and to the extent that there is a deficiency of project earnings below 
six (6) percent per annum for any fiscal year or years after the first twenty 
years of operation under the license, the amount of such deficiency shall be 
deducted from the amount of any surplus earnings accumulated thereafter until 
absorbed, and one-half of the remaining surplus earnings, if any, thus cumu- 
latively computed, shall be set aside in the project amortization reserve account ; 
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and the amounts thus established in the project amortization reserve account 
shall be maintained therein until further order of the Commission. 

Article 16. No lease of the project or part thereof whereby the lessee is 
granted the exclusive occupancy, possession, or use of project works for purposes 
of generating, transmitting, or distributing power shall be made without the 
prior written approval of the Commission; and the Commission may, if in its 
judgment the situation warrants, require that all the conditions of the license, of 
the Act, and of the rules and regulations of the Commission shall be applicable to 
such lease and to such property so leased to the same extent as if the lessee 
were the Licensee: Provided, that the provisions of this article shall not apply to 
parts of the project or project works which may be used by another jointly with 
the Licensees under a contract or agreement whereby the Licensee retains the 
occupancy, possession, and control of the property so used and receives adequate 
consideration for such joint use, or to leases of land while not required for pur- 
poses of generating, transmitting, or distributing power, or to buildings or other 
property not built or used for said purposes, or to minor parts of the project 
or projects works, the leasing of which will not interfere with the usefulness 
or efficient operation of the project by the Licensee for such purposes. 

Article 17. The Licensee, its successors and assigns shall, during the period 
of the license, retain the possession of all project property covered by the license 
as issued or as later amended, including the project area, the project works, and 
all franchises, easements, water rights, and rights of occupancy and use; and 
none of such properties necessary or useful to the project and to the develop- 
ment, transmission, and distribution of power therefrom shall be voluntarily 
sold, transferred, abandoned, or otherwise disposed of without the approval of 
the Commission: Provided, that a mortgage or trust deed or judicial sales made 
thereunder, or tax sales, shall not be deemed voluntary transfers within the 
meaning of this article. In the event the project is taken over by the United 
States upon the termination of the license, as provided in Section 14 of the Act, 
or is transferred to a new licensee under the provisions of Section 15 of the Act, 
the Licensee, its successors and assigns will be responsible for and will make 
good any defect of title to or of right of user in any of such project property 
which is necessary or appropriate or valuable and serviceable in the mainte- 
nance and operation of the project, and will pay and discharge, or will assume 
responsibility for payment and discharge of, all liens or incumbrances upon the 
project or project property created by the Licensee or created or incurred after 
the issuance of the license: Provided, that the provisions of this article are not 
intended to prevent the abandonment or the retirement from service of structures, 
equipment, or other project works in connection with replacements thereof 
when they become obsolete, inadequate, or inefficient for further service due to 
wear and tear, or to require the Licensee, for the purpose of transferring the 
project to the United States or to a new licensee, to acquire any different title to 
or right of user in any of such project property than was necessary to acquire 
for its own purposes as Licensee. 

Article 18. The terms and conditions expressly set forth in the license shall 
not be construed as impairing any terms and conditions of the Federal Power 
Act which are not expressly set forth herein. 

Article 19. The actual legitimate original cost, estimated where not known, 
and the accrued depreciation of the existing parts of the project completed prior 
to the effective date of the license shall be determined by the Commission 
as of such effective date, in accordance with the Federal Power Act and the 
rules and regulations of the Commission, and such cost less such accrued depreci- 
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ation, so determined, shall be the net investment in the existing constructed parts 
of the project as of such effective date. 

Article 20. The Licensee shall file within 3 years from date of issuance of 
license Exhibits F and K showing the lands within the project boundary and 
right of use of those lands for project purposes. Exhibits F and K shall be pre- 
pared in accordance with the Commission’s rules and regulations under the 
Federal Power Act. 

Article 21. The Licensee shall commence construction of the Tuckertown de- 
velopment within one year from the date of issuance of license and with due 
diligence prosecute and complete such construction within 4 years from date 
of issuance. 

Article 22. The Licensee shall, prior to flooding, clear all lands in the bottom 
and margin of the Tuckertown reservoir up to high water level, and shall dis- 
pose of all temporary structures, unused timber, brush, refuse, or inflammable 
material resulting from the clearing of the lands or from the construction and 
maintenance of the project works. In addition, all trees along the margin of the 
reservoir which may die during the operation of the project shall be removed. 
The clearing of the lands and the disposal of the material shall be done with 
due diligence and to the satisfaction of the authorized representative of the 
Commission with the advice of other interested federal and state agencies. 

Article 23. The Licensee shall cooperate with the North Carolina Wildlife 
Resources Commission and the U. 8. Fish and Wildlife Service during the period 
of final planning, project construction, and operation of the proposed and con- 
structed units of the project, and comply with such reasonable modifications of 
the project structures and such reasonable modifications of project operations 
in the interest of fish and wildlife resources, provided that such modifications 
shall be reasonably consistent with the primary purpose of the project, as may 
hereafter be prescribed by the Commission upon the recommendations of the 
North Carolina Wildlife Resources Commission and the Secretary of the In- 
terior after notice and opportunity for hearing and upon a finding based on 
substantial evidence that such modifications are necessary and desirable and 
consistent with the provisions of the Federal Power Act: Provided, however, that 
no modifications of project structures shall be required unless recommendations 
are made by the North Carolina Wildlife Resources Commission or the Secre- 
tary of the Interior prior to 9 months from date of issuance of license. 

Article 24. The Licensee shall, to the maximum extent feasible, coordinate the 
operation of the Yadkin project with the systems of Carolina Power & Light 
Company, Duke Power Company, and others with which it may be inter- 
connected, taking into account existing and future situations as to: amount of 
regulated flow available at-site and upstream from High Rock development, 
generating capacity at hydroelectric and other power plants, and magnitudes 
and characteristics of loads to be served not only by the Licensee but also by 
interconnected electric utilities; and, the Commission reserves the right, after 
opportunity for hearing, to order such coordination of operations or changes 
therein as it finds to be economically feasible and in the public interest, provided 
that such coordination of operations or changes therein shall not impair the 
Licensee’s ability to supply the necessary power for operation of its Badin 
smelting facilities, and to require the submission of reports and the filing of 
agreements, contracts and other papers relating to the coordination of opera- 
tions, whenever requested by the Commission or changes are made or accepted 
by the Licensee. 
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Article 25. The Licensee shall at such time as the Commission may direct and 
to the extent that it is economically feasible to do so, after notice and opportunity 
for hearing, install additional generating units in the project. 

Article 26. The Licensee shall, except under emergency conditions or for 
maintenance, limit the drawdown of Tuckertown Reservoir to a maximum of 
three (3) feet below normal maximum pool elevation. 

Article 27. The Licensee shall within one year from date of issuance of 
license make application to the Commission for amendment of license to include 
therein the transmission line or lines to be constructed from the junction 
of the Tuckertown tap lines to Badin. 

Article 28. The Licensee shall, in order to secure maximum recreational bene- 
fits, make every reasonable effort to maintain the water surface of High Rock 
Reservoir at the highest level practicable from June 1 to September 1 of each 
year, as is consistent with the primary purpose of the reservoir to provide a 
large reservoir which may be drawn down as necessary to maintain continuity 
of operation of the Badin smelting works at the highest possible minimum level. 

Article 29. The Licensee shall not operate Project No. 2197 in such a manner 
as to prevent the operation of Project No. 2206 of Carolina Power & Light Com- 
pany in compliance with Article 21 of the license for that project respecting min- 
imum flows immediately below the Blewett Falls development. 

Article 30. The Licensee shall pay to the United States the following annual 
charge. 

For the purpose of reimbursing the United States for the cost of administra- 
tion of Part I of the Federal Power Act, (1) cent per horsepower on the author- 
ized installed capacity (232,700 horsepower) plus two and one-half (244) cents 
per 1,000 kilowatt-hours of gross energy generated by the project during the 
calendar year for which the charge is made. 

(C) The “J”, “L”, and “M” Exhibits referred to in the further findings and 
conclusions contained in the decision issued herewith and of which this order 
forms a part, conform substantially with the Commission’s rules and regula- 
tions and are approved as part of this license. 

(D) The proceeding in Docket No. IT—5499 be and hereby is terminated. 


ORDER 
In the Matter of Carolina Power & Light Company, Project No. 2206 


Wherefore, it is ordered, subject to review by the Commission, as provided 
by its Rules of Practice and Procedure, that: 

(A) This license is issued to Carolina Power & Light Company (hereinafter 
referred to as the Licensee) under Section 4 (e) of the Federal Power Act for 
a period of 50 years, effective as of the date when this order becomes the act of 
the Commission, for the construction, operation and maintenance of the pro- 
posed new generating unit in the Tillery development and for the continued 
operation and maintenance of the presently constructed Tillery and Blewett 
Falls developments (which developments for the purposes of this license 
shall be considered as units of one complete project designated in the records 
of the Commission as Project No. 2206) located on the Yadkin-Pee Dee River 
which is a navigable waterway of the United States, at least as far upstream 
as Cheraw, South Carolina, and affecting navigable waters of the United States 
and the interests of interstate or foreign commerce, subject to the terms and 
conditions of the Act which is incorporated herein by reference as a part of this 
license, and subject to such rules and regulations as the Commission has issued 
or prescribed under the provisions of the Act. 
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(B) This license shall be subject also to the following terms and conditions: 

Article 1. The entire project, as described in the order of the Commission, shall 
be subject to all the provisions, terms, and conditions of the license. 

Article 2. No substantial change shall be made in the maps, plans, specifica- 
tions, and statements described and designated as exhibits and approved by the 
Commission in its order as a part of the license, until such change shall have 
been approved by the Commission: Provided, however, that if the Licensee or 
the Commission deems it necessary or desirable that said approved exhibits, 
or any of them, be changed, there shall be submitted to the Commission for 
approval amended, supplemental, or additional exhibit or exhibits covering the 
proposed changes which, upon approval by the Commission, shall become a part 
of the license and shall supersede, in whole or in part, such exhibit or exhibits 
theretofore made a part of the license as may be specified by the Commission. 

Article 3. Said project works shall be constructed in substantial conformity 
with the approved exhibits referred to in Article 2 herein or as changed in 
accordance with the provisions of said article. Except when emergency shall 
require for the protection of navigation, life, health, or property, no substantial 
alteration or addition not in conformity with the approved plans shall be made 
to any dam or other project works under the license without the prior approval 
of the Commission; and any emergency alteration or addition so made shall 
thereafter be subject to such modification and change as the Commission may 
direct. Minor changes in the project works or divergence from such approved 
exhibits may be made if such changes will not result in decrease in efficiency, 
in material increase in cost, or in impairment of the general scheme of develop- 
ment; but any of such minor changes made without the prior approval of the 
Commission, which in its judgment have produced or will produce any of such 
results, shall be subject to such alteration as the Commission may direct. The 
Licensee shall comply with such rules and regulations of general or special 
applicability as the Commission may from time to time prescribe for the pro- 
tection of life, health, or property. 

Article 4. The construction, operation, and maintenance of the project and 
any work incident to additions or alterations shall be subject to the inspection 
and supervision of the Regional Engineer, Federal Power Commission, in the 
region wherein the project is located, or of such other officer or agent as the 
Commission may designate, who shall be the authorized representative of the 
Commission for such purposes. The Licensee shall furnish to said representative 
such information as he may require concerning the construction, operation, and 
maintenance of the project, and of any alteration thereof, and shall notify him 
of the date upon which work will begin, and as far in advance thereof as said 
representative may reasonably specify, and shall notify him promptly in writing 
of any suspension of work for a period of more than one week, and of its resump- 
tion and completion. The Licensee sball allow him and other officers or em- 
ployees of the United States, showing proper credentials, free and unrestricted 
access to, through, and across the project lands and project works in the perform- 
ance of their official duties. 

Article 5. Upon the completion of the project, or at such other time as the 
Commission may direct, the Licensee shall submit to the Commission for ap- 
proval revised maps, plans, specifications, and statements insofar as necessary to 
show any divergence from or variations in the project area and project boundary 
as finally located or in the project works as actually constructed when compared 
with the area and boundary shown and the works described in the license or in 
the maps, plans, specifications, and statements approved by the Commission, to- 
gether with a statement in writing setting forth the reasons which in the opinion 
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of the Licensee necessitated or justified variations in or divergence from the 
approved maps, plans, specifications, and statements. Such revised maps, plans, 
specifications, and statements shall, if and when approved by the Commission, 
be made a part of the license under the provisions of Article 2 hereof. 

Article 6. For the purpose of determining the stage and flow of the stream or 
streams from which water is to be diverted for the operation of the project 
works, the amount of water held in and withdrawn from storage, and the effec- 
tive head on the turbines, the Licensee shall install and thereafter maintain 
such gages and stream-gaging stations as the Commission may deem necessary 
and best adapted to the requirements; and shall provide for the required reading 
of such gages and for the adequate rating of such stations. The Licensee shall 
also install and maintain standard meters adequate for the determination of the 
amount of electric energy generated by said project works. The number, char- 
acter, and location of gages, meters, or other measuring devices, and the method 
of operation thereof, shall at all times be satisfactory to the Commission and may 
be altered from time to time if necessary to secure adequate determinations, 
but such alteration shall not be made except with the approval of the Commission 
or upon the specific direction of the Commission. The installation of gages, the 
ratings of said stream or streams, and the determination of the flow thereof, 
shall be under the supervision of, or in the cooperation with, the District Engi- 
neer of the United States Geological Survey having charge of stream-gaging 
operations in the region of said project, and the Licensee shall advance to the 
United States Geological Survey the amount of funds estimated to be necessary 
for such supervision or cooperation for such periods as may be mutually agreed 
upon. The Licensee shall keep accurate and sufficient record of the foregoing 
determinations to the satisfaction of the Commission, and shall make return 
of such records annually at such time and in such form as the Commission 
may prescribe. 

Article 7. So far as is consistent with proper operation of the project, the 
Licensee shall allow the public free access, to a reasonable extent, to project 
waters and adjacent project lands owned by the Licensee for purpose of full 
public utilization of such lands and waters for navigation and recreational 
purposes, including fishing and hunting, and shall allow to a reasonable extent 
for such purposes the construction of access roads, wharves, landings, and other 
facilities on its lands and occupancy of which may in appropriate circumstances 
be subject to payment of rent to the Licensee in a reasonable amount: Provided, 
that the Licensee may reserve from public access such portions of the project 
waters, adjacent lands, and project facilities as may be necessary for the pro- 
tection of life, health, and property and Provided further, that the Licensee’s 
consent to the construction of access roads, wharves, landings, and other facili- 
ties shall not without its express agreement place upon the Licensee any obli- 
gation to construct or maintain such facilities. 

Article 8. Insofar as any material is dredged or excavated in the prosecu- 
tion of any work authorized under the license, or in the maintenance of the 
project, such material shall be removed and deposited so it will not interfere 
with navigation, and will be to the satisfaction of the District Engineer, Depart- 
ment of the Army, in charge of the locality. 

Article 9. In the construction and maintenance of the project works, the 
Licensee shall place and maintain suitable structures and devices to reduce to a 
reasonable degree the liability of contact between its transmission lines, and 
telegraph, telephone, and other signal wires or power transmission lines con- 
structed prior to its transmission lines and not owned by the Licensee, and shall 
also place and maintain suitable structures and devices to reduce to a reason- 
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able degree the liability of any structures or wires falling and obstructing traffic 
and endangering life on highways, streets, or railroads. 

Article 10. Whenever the United States shall desire to construct, complete, or 
improve navigation facilities in connection with the project, the Licensee shall 
convey to the United States, free of cost, such of its lands and its rights-of-way 
and such right of passage through its dams or other structures, and permit such 
control of pools as may be required to complete and maintain such navigation 
facilities. 

Article 11. The Licensee shall furnish free of cost to the United States power 
for the operation and maintenance of navigation facilities at the voltage and fre- 
quency required by such facilities and at a point adjacent thereto whether said 
facilities are constructed by the Licensee or by the United States. 

Article 12. The operation of any navigation facilities which may be con- 
structed as a part of or in the connection with any dam or diversion structure 
constituting a part of the project works shall at all times be controlled by such 
reasonable rules and regulations in the interest of navigation, including the con- 
trol of the level of the pool caused by such dam or diversion structure, as may 
be made from time to time by the Secretary of the Army. Such rules and regu- 
lations may include the construction, maintenance, and operation by the Licensee, 
at its own expense, of such lights and signals as may be directed by the Secretary 
of the Army. 

Article 13. The United States specifically retains and safeguards the right to 
use water in such amount, to be determined by the Secretary of the Army, as may 
be necessary for the purposes of navigation on the navigable waterway affected; 
and the operations of the Licensee so far as they affect the use, storage, and dis- 
charge from storage of waters affected by the license, shall at all times be con- 
trolled by such reasonable rules and regulations as the Secretary of the Army 
may prescribe in the interest of navigation, and as the Commission may prescribe 
for the protection of life, health, and property, and in the interest of the fullest 
practicable conservation and utilization of such waters for power purposes and 
for other beneficial public uses, including recreational purposes ; and the Licensee 
shall release water from the project reservoir at such rate in cubic feet per 
second, or such volume in acre-feet per specified period of time, as the Secretary 
of the Army may prescribe in the interest of navigation, or as the Commission 
may prescribe for the other purposes hereinbefore mentioned. 

Article 14. The actual legitimate original cost of the parts of the project to be 
completed after the effective date of the license, and of any future addition to 
or betterment of the project, shall be determined by the Commission in accord. 
ance with the Act and the rules and regulations of the Commission thereunder. 

Article 15. After the first twenty (20) years of operation of the project under 
the license, six (6) percent per annum shall be the specified rate of return on the 
net investment in the project for determining surplus earnings of the project for 
the establishment and maintenance of amortization reserves, pursuant to Section 
10 (d) of the Act; one-half of the project surplus earnings, if any, accumulated 
after the first twenty years of operation under the license, in excess of six (6) 
percent per annum on the net investment, shall be set aside in a project amorti- 
zation reserve account as of the end of each fiscal year, provided that, if and to 
the extent that there is a deficiency of project earnings below six (6) percent 
per annum for any fiscal year or years after the first twenty years of operation 
under the license, the amount of such deficiency shall be deducted from the 
amount of any surplus earnings accumulated thereafter until absorbed, and one- 
half of the remaining surplus earnings, if any, thus cumulatively computed, shall 
be set aside in the project amortization reserve account; and the amounts thus 
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established in the project amortization reserve account shall be maintained 
therein until further order of the Commission. 

Article 16. No lease of the project or part thereof whereby the lessee is granted 
the exclusive occupancy, possession, or use of project works for purposes of gen- 
erating, transmitting, or distributing power shall be made without the prior 
written approval of the Commission; and the Commission may, if in its judg- 
ment the situation warrants, require that all of the conditions of the license, of 
the Act, and of the rules and regulations of the Commission shall be applicable 
to such lease and to such property so leased to the same extent as if the lessee 
were the Licensee: Provided, that the provisions of this article shall not apply 
to parts of the project or project works which may be used by another jointly 
with the Licensee under a contract or agreement whereby the Licensee retains 
the occupancy, possession, and control of the property so used and receives 
adequate consideration for such joint use, or to leases of land while not 
required for purposes of generating, transmitting, or distributing power, or to 
buildings or other property not built or used for said purposes, or to minor 
parts of the project or project works, the leasing of which will not interfere with 
the usefulness or efficient operation of the project by the Licensee for such 
purposes. 

Article 17. The Licensee, its successors and assigns shall, during the period of 
the license, retain the possession of all project property covered by the license 
as issued or as later amended, including the project area, the project works, and 
all franchises, easements, water rights, and rights of occupancy and use; and 
none of such properties necessary or useful to the project and to the development, 
transmission, and distribution of power therefrom shall be voluntarily sold, 
transferred, abandoned, or otherwise disposed of without the approval of the 
Commission: Provided, that a mortgage or trust deed or judicial sales made 
thereunder, or tax sales, shall not be deemed voiuntary transfers within the 
meaning of this article. In the event the project is taken over by the United 
States upon the termination of the license, as provided in Section 14 of the Act, 
or is transferred to a new licensee under the provisions of Section 15 of the 
Act, the Licensee, its successors and assigns will be responsible for and will make 
good any defect of title to or of right of user in any of such project property 
which is necessary or appropriate or valuable and serviceable in the mainte- 
nance and operation of the project, and will pay and discharge, or will assume 
responsibility for payment and discharge of, all liens or incumbrances upon the 
project or project property created by the Licensee or created or incurred after 
the issuance of the license: Provided, that the provisions of this article are not 
intended to prevent the abandonment or the retirement from service of struc- 
tures, equipment, or other project works in connection with replacements 
thereof when they become obsolete, inadequate, or inefficient for further service 
due to wear and tear, or to require the Licensee, for the purpose of transferring 
the project to the United States or to a new licensee, to acquire any different title 
to or right of user in any of such project property than was necessary to acquire 
for its own purposes as Licensee. 

Article 18. The terms and conditions expressly set forth in the license shall 
not be construed as impairing any terms and conditions of the Federal Power Act 
which are not expressly set forth herein. 

Article 19. The actual legitimate original cost, estimated where not known, 
and the accrued depreciation of the existing parts of the project completed 
prior to the effective date of the license shall be determined by the Commission 
as of such effective date, in accordance with the Federal Power Act and the rules 
and regulations of the Commission, and such cost less such accrued deprecia- 
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tion, so determined, shall be the net investment in the existing constructed parts 
of the project as of such effective date. 

Article 20. The Licensee shall comply with such reasonable modifications of 
the project structures and such reasonable modifications of project operations in 
the interest of fish and wildlife resources, provided that such modifications shall 
be reasonably consistent with the primary purpose of the project, as may 
hereafter be prescribed by the Commission upon the recommendations of the 
North Carolina Wildlife Resources Commission and the Secretary of the 
Interior after notice and opportunity for hearing and upon a finding based on 
substantial evidence that such modifications are necessary and desirable and 
consistent with the provisions of the Federal Power Act: Provided, however, 
that no modification of project structures shail be required unless recommenda- 
tions are made by the North Carolina Wildlife Resources Commission or the 
Secretary of the Interior prior to 9 months from date of issuance of license. 

Article 21. The Licensee shall, in the interests of stream sanitation, fish and 
wildlife conservation, and other beneficial public uses, except in cases of 
emergency and periods required for necessary repairs to-its facilities, (a) dis- 
charge from its Tillery Hydroelectric Development sufficient water to maintain 
below said development a minimum stream flow of 40 ec. f. s. at all times; and 
(b) discharge from its Blewett Falls Hydroelectric Development sufficient water 
to maintain at the Rockingham USGS Gaging Station (located on the left bank 
of the Pee Dee River at the U. S. Highway No. 74 bridge) a minimum stream flow 
of 150 c. f. s. at all times: Provided, that if and when additional water is required 
to maintain the quality standard prescribed by the North Carolina Stream Sani- 
tation Committee for Class A-11 waters, the Licensee shall release additional 
water at Blewett Falls so that the stream flow each calendar day, in the aggre- 
gate, will not be less than the lowest unregulated daily flow of record, measured 
at the Rockingham gage and computed by the U. S. Geological Survey, as may 
be ordered by the Commission upon the recommendations of the interested Fed- 
eral and State agencies, after notice and opportunity for hearing. Discharge of 
water shall include all water flowing from the development, whether by leakage, 
spill, generation, or otherwise, and provided further that in the event of the 
construction of upstream reservoirs, for the purpose of increasing the minimum 
flows in the river, the Licensee may be required to release additional water over 
and above the lowest unregulated daily flow of record, if such additional water 
may be released without decreasing the availability of water to the Licensee for 
power production below that so available to the Licensee before construction 
of the said upstream reservoirs, after notice and opportunity for hearing. 

Article 22. The Licensee shal! to the maximum feasible extent coordinate the 
operation of its project with the systems of Carolina Aluminum Company, Duke 
Power Company, and others with which it may be interconnected, taking into 
account existing and future situations as to: amount of regulated flow available 
at-site and upstream from Tillery Development, generating capacity at hydro- 
electric and other power plants, and magnitudes and characteristics of loads 
to be served not only by the Licensee but also by interconnected electric utilities ; 
and, the Commission reserves the right, after opportunity for hearing, to order 
such coordination of operations or changes therein as it finds to be economically 
feasible and in the public interest, and to require the submission of reports and 
filing of agreements, contracts, and other papers relating to the coordination of 
operations, whenever requested by the Commission or changes are made or 
accepted by the Licensee. 

Article 23. The Licensee shall at such time and to the extent it is eco- 
nomically feasible to do so, after notice and opportunity for hearing, develop 
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fully the head between its Tillery and Blewett Falls Developments, and install 
additional generating units in the project. 

Article 24. The Commission expressly reserves the right to determine at a 
later date what transmission lines and appurtenant facilities, if any, shall be 
included in the license, after opportunity for hearing. 

Article 25. The Licensee shall commence construction of the fourth generating 
unit of 22,000 kilowatts capacity at the Tillery development within one year 
from the date of issuance of license and shall complete such construction within 
three years from date of issuance. 

Article 26. The Licensee shall pay to the United States the following annual 
charges: 

For the purpose of reimbursing the United States for the costs of administra- 
tion of Part I of the Act, one (1) cent per horsepower on the authorized installed 
capacity (145,000 horsepower) plus two and one-half (2%) cents per 1,000 kilo- 
watt-hours of gross energy generated by the project during the calendar year 
for which the charge is made. 

(C) The “J”, “K”, “L” and “M” Exhibits referred to in the further findings 
and conclusions, contained in the decision issued herewith and of which this 
order forms a part, conform substantially with the Commission’s rules and 
regulations and are approved as part of this license. 

(D) The proceeding in Docket No. IT—5498 be and hereby is terminated. 


GLEN R. Law, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-6811 


SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF COMMON STOCK 
AND FIRST MORTGAGE BONDS 


(Issued May 19, 1958) 


By order issued May 1, 1958, 19 F. P. C. 590, in the above-entitled matter, the 
Commission authorized Gulf States Utilities Company (Applicant) to issue and 
sell at competitive bidding 240,000 shares of Common Stock, without par value, 
and $20,000,000, principal amount of First Mortgage Bonds, Series due 1988, 
subject to the provisions, among others, as set forth in Paragraph (B) of that 
order as follows: 

(B) The proposed issuances and sales of Common Stock and Bonds at com- 
petitive bidding shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements and 
Section 34.2 (k) (4) of the Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegram as contemplated by Section 34.9 of the 
Regulations ; 

(ii) The Commission, by a further order, shall have approved (1) the price 
per share to be received by Applicant for the proposed issuance of Common 
Stock, and (2) the price to be received by Applicant for the proposed issuance of 
Bonds and the interest rate thereof. 

Applicant, on May 19, 1958, filed an amendment, pursuant to the require- 
ments of the aforementioned Commission order, in which it states, among other 
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things, (1) that it proposes to accept, as representing the highest price per share 
therefor, the joint bid of Merrill Lynch, Pierce, Fenner & Smith and Lehman 
Brothers to purchase the 240,000 shares of the proposed issuance of Common 
Stock for $42.015 per share; and (2) that it proposes to accept, as representing 
the lowest annual cost of money to it, the bid of Lehman Brothers to purchase 
the proposed issuance of $20,000,000, principal amount of Bonds, at the price of 
101.965% of principal amount, with an interest rate of 4% per annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements contained in 
Paragraph (B) of the Commission’s order issued May 1, 1958, in the above- 
entitled docket; and under the respective bids it proposes to accept for the 
purchase of the proposed issuances of Common Stock and Bonds, (1) the price 
per share of Common Stock to be received by Applicant, and (2) the price to be 
received by Applicant for the Bonds and the interest rate thereof are reasonable. 

(2) The proposed issuances and sales of Common Stock and Bonds, as herein- 
after authorized, will be for a lawful object, within the corporate purposes of 
Applicant and compatible with the public interest, which is appropriate for and 
consistent with the proper performance of service by Applicant as a public utility 
and which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes. 


The Commission orders: 


(A) The price per share of Common Stock to be received by Applicant, and 
the price to be received by Applicant for the proposed Bonds and the interest rate 
thereof under the respective bids referred to above are approved as reasonable. 

(B) The proposed issuances and sales of Common Stock and Bonds referred to 
above, upon the terms and conditious, and for the purposes specified in the appli- 
eation, as supplemented by the amendment referred to above, are authorized, 
subject only to the provisions of Paragraphs (A), (C), (D), and (E) of the 
Commission’s order issued May 1, 1958, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G—2306; 
MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NOS. G—2327, 
G-9850; NORTHERN NATURAL GAS COMPANY, DOCKET NOS. G—2399, 
G-2460, G-—4259, G-4260, G-4261, G-—12241; EL PASO NATURAL GAS COM- 
PANY, DOCKET NO. G-—12135; PERMIAN BASIN PIPELINE COMPANY, 
DOCKET NO. G—12242; IRON RANGES NATURAL GAS COMPANY, DOCKET 
NOS. G-—9648, G-—12223, G-—12217; MIDWESTERN GAS TRANSMISSION 
COMPANY, DOCKET NOS. G-—9451, G-9452, G-9453, (G-—14695) ; TENNESSEE 
GAS TRANSMISSION COMPANY, DOCKET NOS. G—9454, G—11107, (G-—-14696) ; 
NATURAL GAS PIPELINE COMPANY OF AMERICA, DOCKET NO. G-—9966 


ORDER DENYING REQUESTS FOR TEMPORARY AUTHORIZATIONS AND 
REJECTING APPLICATIONS 


(Issued May 19, 1958) 


The chronology of the above-styled proceedings is long and involved, inasmuch 
as the proceedings concern twenty interrelated and interdependent applications 
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for export and Presidential permits and for certificates of public convenience and 
necessity pursuant to Section 7 of the Natural Gas Act filed by nine applicants. 
The applications, in some aspects, are “mutually exclusive” and relate to the con- 
struction and operation of new or additional natural-gas pipeline facilities con- 
templating service to both competitive and non-competitive areas in extensive 
areas of the country. 

By reason of the interdependence and “mutually exclusive” aspects of the 
applications and, in some instances, the inseparability of portions thereof, 
the Commission by order issued March 29, 1957, consolidated for hearing pro- 
ceedings upon all such applications for the purpose of affording all applicants 
a “comparative” hearing thereon in order to accord all parties to the proceedings 
“due process” as required by law. 

In order to obviate further delay in the ultimate disposition of the applica- 
tions, involving as they do additional or new service to extensive areas of the 
country, the Commission in the order issued March 29, 1957, directed, among 
other things, as follows: 

“(D) Any further amendment, supplement, modification, change or any addi- 
tional interdependent application relating to any of the [twenty] applications 
* * * shall be filed within 15 days from the date of issuance of this order. 

(E) After 15 days from the date of issuance of this order no further amend- 
ment, supplement, modification, or additional interdependent application relat- 
ing to any of the [twenty] applications * * * be accepted for filing pending hear- 
ing and determination of the applications * * *.” 

(F) On and after the date of issuance of this order no application proposing 
service in whole or in part to the competitive areas encompassed by the mutually 
exclusive applications * * * be accepted for filing. 

Pursuant to the Commission’s order issued March 29, 1957, the hearing in the 
consolidated proceedings was commenced on May 14, 1957, and after 143 days 
of hearing was concluded on January 31, 1958. The transcript of record com- 
prises 21,074 pages of testimony and 789 exhibits. The initial briefs of the 
parties to the proceedings were filed on March 28, 1958, and reply briefs were 
filed on May 5, 1958. The consolidated proceedings, therefore, are now before 
the Presiding Examiner for decision. 

In view of the fact that only the proposals of Midwestern Gas Transmission 
Company 2 (Docket No. G—-14695) and Tennessee Gas Transmission Company 
(Docket No. G—14696) seek to modify the applications which those companies 
had submitted prior to the issuance of the March 29, 1957 order, it is necessary 
to refer only to “original applications” filed prior to the issuance of the March 
29, 1957, order and the modifications which Midwestern (Docket No. G—14695) 
and Tennessee (Docket No. G—14696) seek to make of such “original amended 
applications” as proposed by the later applications filed and tentatively desig- 
nated for identification as Docket Nos. G—14695 and G—14696. Further, Mid- 
western and Tennessee seek temporary authorization to construct and operate 


1 The applications were filed at various times between October, 1955, and March, 1957. 
A succinct description of the various proposals is set out in the order issued in these 
proceedings on March 29, 1957 (17 F. P. C. 461). See also order issued May 14, 1957 
(17 F. P. C. 671). 

This reference does not include the two applications filed by Midwestern Gas Trans- 
mission Company, tentatively designated for identification as Docket No. G-14695, and 
Tennessee Gas Transmission Company, tentatively designated for identification as Docket 
No. G-14696, which are the subjects of this order. 

2 Hereinafter referred to as ‘““Midwestern’’, whose application (Docket No. G-14695) was 
filed March 21, 1958. 

® Hereinafter referred to as ‘Tennessee’, whose application (Docket No. G-14696) was 
filed on March 19, 1958. 
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facilities covered not only by the “original applications” but facilities alterna- 
tively or newly proposed by the applications filed in Docket Nos. G—14695 and 
G—14696. 

By its “original application” filed in Docket No. G—9451, Midwestern seeks a 
certificate of public convenience and necessity pursuant to Section 7 of the 
Natural Gas Act authorizing the construction and operation of a new pipeline 
system extending from a point of interconnection near Portland, Tennessee, with 
the existing natural-gas pipeline system of Tennessee Gas Transmission Com- 
pany in a northwesterly direction through the States of Tennessee, Kentucky, 
Indiana, Illinois, Wisconsin and Minnesota to a terminus on the United States- 
Canadian International Boundary near Emerson, Manitoba. The main pipeline 
would be approximately 1,118 miles in length comprised of approximately 620 
miles of 24-inch line, 218 miles of 20-inch line and 279 miles of 16-inch line. 
Midwestern proposes to construct a total of approximately 949 miles of main line 
extensions and laterals ranging in diameter from 24 inches to 3% inches. Also 
proposed are 5 compressor stations having a total of 21,560 horsepower com- 
pressor capacity. Midwestern, under its “original application”, proposes to serve 
some 285,000 Mcf of natural gas per day to markets located in the States of 
Minnesota, Wisconsin, Michigan and North Dakota. Among the lateral exten- 
sions which Midwestern proposed to construct under the “original application” 
are those to Chicago, Illinois and Gary, Indiana, through which Midwestern 
would transport a total volume of 115,000 Mcf of natural gas per day for direct 
sale to plants of United States Steel Corporation and Inland Steel Company 
located in Chicago, Illinois and Gary, Indiana. 

Under the “original application” Midwestern’s only concrete proposal with 
respect to service to the Chicago, Illinois area is its proposal to serve 115,000 
Mcf of natural gas per day directly to the steel plants. 

Under its “original application”, Midwestern proposes to obtain its gas supply 
from Tennessee, 204,000 Mcf per day, and from Trans-Canada Pipe Lines, 
Limited, 204,000 Mcf per day. 


Of prime concern here, however, is Midwestern’s proposal with respect to 
service to the Chicago, Illinois area as contained in its “original application”, 
Docket No. G—9451, and as it would be modified by its so-called “alternative 
application” filed on March 19, 1958, tentatively designated for identification as 
Docket No. G—14695.4 


Insofar as service to the Chicago, Illinois area is concerned, by its “original 
application” Midwestern seeks authorization to construct and operate 350 
miles of 24-inch pipeline from Portland, Tennessee to Joliet, Illinois, and a lateral 
extension thereof of 49.1 miles of 24-inch pipeline extending from Joliet to 
Chicago, Illinois. The pipeline as originally proposed would have a total of 
10,560 horsepower of compression. The estimated total cost of the facilities, 
including metering facilities, as originally proposed would be $38,090,135. As 
has hereinbefore been indicated Midwestern’s original proposal contemplated the 
delivery of 115,000 Mcf of natural gas per day into the Chicago, Illinois area. 
Under the “alternative application” tentatively designated for identification as 
Docket No. G—14695, Midwestern proposes to construct and operate between 
Portland, Tennessee, and Joliet, Illinois approximately 350.5 miles of 30-inch 
pipeline 5 and to install 13,200 horsepower of compression.® The estimated total 


* As supplemen :ed by filing made by Midwestern on April 10, 1958. 

5 Under the oviginal application Midwestern would construct 399.1 miles of 24-inch 
pipeline includin, lateral extension to serve steel plants. 

®Under the »original application Midwestern would install 10,560 horsepower of 
compression. 
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cost of the facilities proposed in the alternative application would be $47,031,000.7 
Under the alternative application * Midwestern proposes to make the following 
deliveries of natural gas to the companies indicated : 


Customer ist year Future 
volume volume 


Mef per day | Mef per day 
Northern Indiana Public Service Company--............-...-..-.-..-------- 100, 000 1 70, 000 


Peoples Gas Light and Coke Company.................-.---------0<-----ee 100, 000 100, 000 
PE BEE GID SPR hcrcncnanccncindascqcadeantirasenmumasueiana 60, 000 60, 000 
2 260, 000 230. 000 


1 Assumes that contract demand may be reduced from 100,000 to 70,000 Mef per day. 
2 260,000 Mcf per day maximum under alternative ———— compares with proposal under original 
application to deliver 115,000 Mcf per day directly to steel plants in Chicago area. 


The sales capacity of the facilities as proposed in the original application— 
Portland, Tennessee to Chicago, Illinois—would be 201,348 Mcf. This compares 
with sales capacity of 316,348 Mcf per day of facilities proposed under the 
alternative application. Making the same assumptions that Midwestern has 
made under both the original application and the alternative application, Mid- 
western would have approximately the same pipeline flow capacity, approxi- 
mately 86,000 Mcf per day, for delivery north of Joliet, Illinois. 

Under its original amended application filed in Docket No. G—9454, Tennessee 
proposed to install approximately 36,390 horsepower of compression which 
would be superimposed upon the so-called “first” and “second phase” facilities 
for which Tennessee has filed its application in Docket No. G—11107.9 

Under the application tentatively designated for identification as Docket No. 
G—14696, filed March 19, 1958, Tennessee seeks a certificate of public con- 
venience and necessity pursuant to Section 7 of the Natural Gas Act to install 
an additional 47,550 horsepower of compression, which, along with the com- 
pression proposed to be installed under Docket No. G—9454, would be super: 
imposed upon the facilities which Tennessee seeks authorization to construct in 
Docket No. G—11107.9 

In order for Tennessee to meet the requirements of Midwestern as estimated 
in the “alternative application” (Docket No. G—14695), Tennessee proposes to 
deliver the following volumes to Midwestern from the sources indicated: 


7™This compares with $38,090,135 as the estimated cost of facilities proposed in the 
original application. 

8 As supplemented April 10, 1958. 

® The following is a summary description of the facilities proposed by Tennessee in Docket 
Nos, G—11107, G-9454 and (G-—14€96.) 


G-11107 





G-9454 (G-14696) 
Ist phase 2d phase 
II eisscitiainciibinnshiintcicackioation (HP)..- 37, 260 83, 730 36, 390 47, 550 
Loop lines and new lines........ (miles) -- 175 896 
ee | ee $39, 739, 929 | $135, 366,071 | $11,991,000 $17, 369, 000 
Incremental average day capacity..Mcf-_- 118, 137 338, 271 115, 293 107, 146 
Total system average day capacity. Mcf_-| 2, 018, 137 2, 356, 408 2, 478, 894 2, 586, 040 
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Average day | Maximum 
day 





Mef Mef 

STE ree cs cs eepencsciebcien ch cescmenchcu conan aneicerhceaheoha chemin aa eclneesaiaaea 222, 439 262, 142 
Deliveries Tennessee: 

I i i a eeepc dad hainiea elie 115, 293 115, 293 

I CO a tceptccishcinttenindhtescinctescsilathaticsiel tedden andcaalaianinahenaci 107, 146 107, 146 

ee a ana 4, 930 

issn detictie sen cecitsl tp citmantinnnnnenaatgbeail |ewenennnnennn- 34, 773 

222,430) 1 200, 142 


1 The new precedent agreement between Tennessee and Midwestern provides for the sale and delivery 
of up to 349,612 Mef per day. However, the request for temporary authority concerns only a maximum 
day sale and delivery of 262,142 Mcf. 

Both Midwestern and Tennessee request the Commission to issue temporary 
authorization for the construction and operation of the facilities and the sales 
of natural gas as proposed in the applications filed in Docket Nos. G—9454, 
(G—14695) and (G—14696). 

Dealing first with the request of Midwestern for temporary authorization in 
Docket No. (G—14695), we are confronted with a situation where we have before 
us an applicant which is not a “natural-gas company” within the meaning of the 
Natural Gas Act, in effect a “paper corporation”. Midwestern would become 
a “natural-gas company” only upon commencement of operations which it pro- 
poses in the “alternative application” filed in Docket No. (G—14695). Under 
these circumstances we are of the opinion that we have no authority or jurisdic- 
tion under the Natural Gas Act to issue the temporary authorization sought by 
Midwestern. 

Earlier this Commission had been confronted with a similar situation to that 
presented here In the Matter of Algonquin Gas Transmission Company, Docket 
No. G—1319, 11 F. P. ©. 1395 (1952). In the Algonquin Case, the Commission 
denying an application for a temporary certificate, said: 


Such authority as this Commission has to issue a temporary certificate 
stems from section 7 (c) of the Natural Gas Act which provides, in part, 
that: 

* * * the Commission may issue a temporary certificate in cases of 
emergency, to assure maintenance of adequate service or to serve 
particular customers, without notice of hearing, pending the determina- 
tion of an application for a certificate. 

The legislative history of that part of the Natural Gas Act long ago con- 
vinced us, aowever, that the actual authority delegated by Congress is 
sharply circumscribed. Our understanding of the extent of the power thus 
granted was first reduced to a rule of general applicability in 1949, and as 
recently modified now appears as section 157.17 of the Commission’s rules 
and regulations, which provides: 

In cases of emergency and pending the determination of an appli- 
cation on file with the Commission for a certificate of public conveni- 
ence and necessity pursuant to section 7 of the Natural Gas Act, 
application may be made for a temporary certificate authorizing the 
construction and operation of such extensions of existing facilities 
and such interconnections of pipeline systems as may be required to 
assure maintenance of adequate service, or to serve particular 
customers, * * * 

Because of the gravity of the circumstances presented in this case, we 
have again reviewed that legislative history with extreme care and we 
are firmly convinced that Congress did not intend that this Commission 


554728 
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have power to issue a temporary certificate in such a case as this. This 
application involves new gas service through a virtually complete new 
pipeline system, seeking no authorization for an extension of an existing or 
certificated facility of the applicant or for an interconnection within the 
purview of our authority under the Act. (Emphasis supplied.) 11 F. P. C. 
1396. 


The Commission then dismissed Algorquin’s application “for lack of jurisdie- 
tion.” (17 F. P. C. 1396). 

After rehearing had been denied by the Commission (11 F. P. C. 1478), the 
order dismissing the application for temporary certificate was affirmed in 
Algonquin Gas Transmission Co. v. Federal Power Commission, C. A. 1, 1953, 
201 F. 2d 334. 

The alternative application of Midwestern for temporary authorization, like 
that of Algonquin, “involves new service through a * * * complete new pipeline 
system, seeking no authorization for an extension of an existing or certificated 
facility * * *,” and therefore we must dismiss the application for temporary 
authority for lack of jurisdiction. 

Inasmuch as Midwestern’s application for temporary authority (Docket No. 
G-—14695) is interdependent with the application of Tennessee for temporary 
authority (Docket No. G—14696) we must also dismiss Tennessee’s application 
in this respect. 

As has hereinbefore been indicated, supra, in our order issued March 29, 1957 * 
we required that all modifications of any of the then pending applications be 
filed within 15 days from the date of the issuance of the order, and directed 
that thereafter no further modifications or new applications relating to the 
then pending applications be accepted for filing. 

In its application filed in (Docket No. G—14695), Midwestern recognizes that 
its proposal represents a modification of its application filed in Docket No. 
G-—9451 which latter application was pending on March 29, 1957 and which 
became a part of the proceedings consolidated for hearing by such order. There 
can be no doubt that the application filed by Tennessee (Docket No. G—14696) 
represents a new application relating to the applications filed by Midwestern in 
Docket Nos. G—9451 and (G—14695). 

When the applications were filed by Midwestern and Tennessee (Docket Nos. 
G—14695 and G—14696 respectively), we treated such applications as being 
“motions for amendment or modification of the Commission’s order of March 
29, 1957” and by letter of April 2, 1958 afforded all parties to the consolidated 
proceedings, Docket Nos. G—2306, et al., to file an answer to the “motions”. 

Numerous answers have been received by the Commission from the parties to 
the Docket Nos. G—2306, et al. proceedings and from officials of the states having 
an interest in the proceedings. 

As it would be expected, those parties to the Docket Nos. G—2306, et al. pro- 
ceedings and officials in those states which would receive the benefits of the 
service proposed by Midwestern and Tennessee (Docket Nos. G—14695 and 
G—14696) interpose no objection to the applications and request the Commission 
to act favorably on the requests for temporary authorization. However, other 
parties to the consolidated proceedings and officials of those states which would 
not receive any benefit from the proposals request the Commission to deny the 
requests for temporary authority. The latter group contend that before any 
action could be taken by the Commission on the applications filed by Midwestern 
and Tennessee (Docket Nos. G—14695 and G—14696), the record in the Docket 


20 Paragraphs (D), (E) and (F) of order issued March 29, 1957, 17 F. P. C. 461, 472. 
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Nos. G—2306, et al. proceedings would have to be reopened and all parties to 
the proceedings be afforded an opportunity to be heard with respect to the 
modifications of the prior applications upon which full hearings have been had 
and briefs filed with respect thereto. They assert that reopening of the proceed- 
ings would postpone the time at which potential service could be rendered 
by other companies in Wisconsin, Michigan, lowa, Minnesota and other states. 

Among the answers received by the Commission in response to the Commis- 
sion’s letter of April 2, 1958, are those of the Iowa Power and Light Company ; 
Iowa Electric Light and Power Company; Iowa-Illinois Gas and Electric Com- 
pany; City of Duluth, Minnesota, Superior Water, Light and Power Company, 
Wisconsin Fuel and Light Company, Merrill Gas Company, Wisconsin Rapids 
Gas and Electric Company, Peoples Gas Company (Marshfield), City Gas Com- 
pany (Antigo), City Gas Service, Inc. (Clintonville), and Shawano Gas Service, 
Inc. (jointly) ; Michigan Wisconsin Pipe Line Company; The East Ohio Gas 
Company, Hope Natural Gas Company, New York State Natural Gas Corpora- 
tion and The Peoples Natural Gas Company (jointly) ; Iron Ranges Natural Gas 
Company; Northern Natural Gas Company and Permian Basin Pipeline Com- 
pany (jointly) ; Iowa Public Service Company; Minnesota Valley Natural Gas 
Company; the Attorney General, State of Minnesota; and the Governor, State 
of Michigan. 

While some of the foregoing parties do not object to the applications filed by 
Midwestern and Tennessee (Docket Nos. G—14695 and G—14696) or the requests 
for temporary authorizations, they indicate that they interpose no objection 
provided Midwestern and Tennessee withdraw their objections to a motion for 
severance filed earlier by Northern Natural Gas Company in Docket Nos. 
G—2306, et al., and which the Commission has referred to the presiding examiner 
for consideration in connection with his initial decision in the Docket Nos. 
G—2306, et al. proceedings. And, provided further, that the Commission accept 
the applications of Northern Natural Gas Company and Permian Basin Pipeline 
Company (Docket Nos. G—14218 and G—14219) which have heretofore been re- 
jected by the Commission. 

In other words these parties would have us further confuse the existing status 
of the pending applications by creating a situation whereby the record in the con- 
solidated proceedings would have to be reopened to permit all parties to file 
modifications of the applications with respect to which full hearings have been 
had and where the matters are before the presiding examiner for decision. 

Other of the parties contend that we should adhere to our reasoning in re- 
jecting the applications filed by Northern and Permian (Docket Nos. G—14218 
and G—14219) and let Docket Nos. G—2306, et al. proceed to ultimate determina- 
tion. They point out that if the applications of Midwestern and Tennessee 
(Docket Nos. G—14695 and G—14696) were accepted for filing they could be acted 
upon only after further comparative hearings had been held and all parties 
allowed to participate therein. They point out that additional comparative 
hearings would further delay potential service to Iowa, Wisconsin, Nebraska, 
South Dakota, and Minnesota communities. 

Still other parties state that the acceptance of the applications filed by Mid- 
western and Tennessee (Docket Nos. G—14695 and G—14696) would require a 
determination as to the impact of the modified proposals upon the economic 
feasibility of the proposals submitted by Midwestern and Tennessee in Docket 
Nos. G—9451, G—9454 and G—11107. They point out that the new proposals can 
and must be considered in the light of the presentation made in the Docket Nos. 
G-—2306, et al. proceedings with respect to market requirements and extent of 
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each applicant to meet such requirements and the requirements of public con- 
venience and necessity. 

Lastly other parties point out that the consolidated proceedings are before the 
presiding examiner for initial decision, the omission of the intermediate decision 
procedure not having been requested, and that the matters cannot be considered 
simultaneously by both the presiding examiner and the Commission. Due process 
and orderly procedure negate consideration of fragmentary aspects of the 
proceedings by the presiding examiner and the Commission at the same time. 

We have carefully examined the applications, the answers we permitted to be 
filed in response to the applications, and the law which is applicable thereto. 
We are convinced that we, under the circumstances and applicable cases, could 
not take action on the applications of Midwestern and Tennessee (Docket Nos. 
G-—14695 and G—14696) without reopening the record in Docket Nos. G—2306, 
et al. and conducting further comparative hearings in all the consolidated pro- 
ceedings. If we were to accept the modifications of the “original” and “original 
amended applications” as they would be modified by the alternative and new 
proposals of Midwestern and Tennessee, justice would require that all other 
applicants be afforded an opportunity to file any modifications of their original 
proposals as they would desire to submit to us. This would mean that the 
already protracted hearings in the consolidated proceedings would be further 
prolonged. Action with respect to potential service to large areas of the country 
would be delayed. 

We are not looking at these matters with an eye to detecting technical viola- 
tions of the order issued March 29, 1957 in the consolidated proceedings, Docket 
Nos. G—2306, e# al., 17 F. P. C. 461, but rather in the light of the decided cases. 
From these cases it is clear that where a comparative hearing on competitive 
applications has been held, and thereafter modifications or changes are made 
in the original applications or proposals, further comparative hearings must be 
held on the modified proposals prior to final action thereon. See Enterprise Co. v. 
Federal Communications Commission, C. A. D. C., 1955, 231 F. 2d 708 cert. den. 
351 U. S. 920; W. S. Butterfield Theatres v. Federal Communications Commis- 
sion, C. A. D. C., 1956, 237 F. 2d 552; McClatchy Broadcasting Co. v. Federal 
Communications Commission, C. A. D. C., 1956, 239 F. 2d 19, cert. den 353 U. 8. 
918; Hall v. Federal Communications Commission, C. A. D. C., 1956, 237 F. 2d 567. 

Further, the proceedings in Docket No. G—2306, et al. are now before the pre- 
siding examiner for decision. Under the Administrative Procedure Act we feel 
that we are precluded from taking any action which may affect the ultimate 
decision of the presiding examiner in the consolidated proceedings. We state 
this conclusion in the light of the position stated by Midwestern in the applica- 
tion filed by Midwestern (Docket No. G—14695) as follows: “Applicant wants it 
clearly understood that this alternative proposal does not alter or abandon in 
any manner its plans to construct and operate a pipeline system extending from 
Portland, Tennessee in a northwesterly direction through the States of Ten- 
nessee, Kentucky, Indiana, Illinois, Wisconsin and Minnesota to its terminus on 
the international boundary near Emerson, Manitoba as set forth in Docket No. 
G-—9451. It is Applicant’s intention in submitting this alternate proposal to do 
nothing that will prejudice its pending proposal in Docket No. G—9451 in any 
way.” 

The original and newly proposed projects are inconsistent and mutually 
exclusive and Midwestern and Tennessee cannot prosecute both of them before 
the presiding examiner and the Commission at the same time. If Midwestern 
now desires to build a line only from Portland to Joliet, it should state its desire 
in clear and unequivocal terms. It must elect which of the projects it desires 
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to pursue so that it can be considered in a proper and orderly fashion within 
the provisions of the Natural Gas Act and the Administrative Procedure Act. 

It is clear from the foregoing that Midwestern would have pending before the 
Commission in Docket No. G—9451 and (Docket No. G—14695) two mutually in- 
consistent applications, one pending before the presiding examiner for decision, 
and the other, which by its request, Midwestern would have the Commission 
initially to decide by the grant of temporary authority. We are of the opinion 
that for us to decide the question of whether or not temporary authority should 
be issued in (Docket No. G—14695) might prejudice the ultimate decision of the 
presiding examiner in Docket No. G—9451. For, it is clear that issuance of 
temporary authorizations (Docket Nos. G—14695 and G—14696) to Midwestern 
and Tennessee would negate much of what is in the record with respect to the 
original applications filed by Midwestern and Tennessee both of which are before 
the presiding examiner for decision. In our opinion any action that we would 
take in granting temporary authorizations would be in conflict with the pro- 
visions of the Administrative Procedure Act. 

For all the foregoing reasons the Commission orders: 

(A) The request for temporary authorizations submitted by Midwestern and 
Tennessee in Docket Nos. G—9454, (G—14695 and G—14696) be and they hereby 
are dismissed. 

(B) The applications submitted by Midwestern and Tennessee (Docket Nos. 
G—14695 and G—14696) be and they hereby are rejected and are not accepted 
for filing. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE TEXAS COMPANY, DOCKET NOS. G—13924, G-8969, HT AL. 
ORDER DENYING MOTION FOR RECONSIDERATION 
(Issued May 19, 1958) 


On April 8, 1958, The Texas Company (Texas), filed a motion for reconsidera- 
tion of the Commission’s order issued in Docket No. G-13924, on December 19, 
1957, which suspended for five months a proposed increase in rate from 10¢ to 
11¢ per Mcf for natural gas sold to Lone Star Gas Company in Garvin County, 
Oklahoma, and directed that a hearing be held concerning the lawfulness of the 
said proposed increased rate and charge, designated as Supplement No. 1 te 
Texas’ FPC Gas Rate Schedule No. 123. By such motion, Texas requests that 
the Commission vacate the said suspension order, terminate said proceeding and 
permit Texas’ proposed rate of 11¢ per Mcf to become effective as of January 
16, 1958. 

In support of its motion for reconsideration, Texas submitted cost of service 
studies stated to be prepared on the same basis as those filed by Warren 
Petroleum Company. The latter company is operator and co-owner with Texas 
of three Garvin County, Oklahoma, Gasoline Plants. The sale of the residue gas 
from these plants is the subject of Texas’ afore-mentioned rate schedule as well 
as the subject of Warren’s gas sales contracts designated as Supplement No. 2 
to Warren’s FPC Gas Rate Schedule No. 21 and Supplement No. 2 to Warren’s 
FPC Gas Rate Schedule No. 35. Texas cites the Commission’s letter of January 
15, 1958,1 accepting for filing Warren’s said Supplements which likewise provide 
for an increase in rates for the sale of the aforesaid residue gas from 10¢ to 11¢ 


2 Texas erroneously refers to the Commission’s letter as dated December 19, 1957. 
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per Mcf. The January 15th letter, however, specifically stated that it did not 
apply to the sales of other owners. There are a number of questionable aspects 
to the cost data filed by Texas, both with respect to the items included in the 
eost of service studies and also with respect to the allocation procedures fol- 
lowed. Furthermore, the Commission has consolidated the proceeding in this 
docket with a number of others now in hearing, by order issued April 22, 1958, 
in Docket No. G—8069, et al. 


The Commission finds: 


Texas’ afore-mentioned motion sets forth no new facts and no principles of 
law which either were not fully considered by the Commission when it issued 
its order of December 19, 1957, herein or which having now been considered war- 
rant any change in or modification of said order. 


The Commission orders: 


Texas’ afore-mentioned motion for reconsiderations and vacation of the order 
issued in Docket No. G—13924, on December 19, 1957, and for termination of the 
proceeding in that docket, is hereby denied. 

Commissioners Digby and Kline dissenting. 

KLIineE, Commissioner, dissenting: 

I would terminate the suspension in this docket. The sale of gas here in- 
volved is made by The Texas Company to the Lone Star Gas Company from 
three gasoline plants in Garvin County, Oklahoma. The Texas Company has a 
25% interest in the plants and in the gas produced, Warren Petroleum Company 
has a 21% interest, Kerr-McGee Oil Industries, Inc. a 5% interest, Cities Serv- 
ice Oil Company a 23% interest and Oklahoma Natural Gas Company a 26% 
interest. Following suspension of proposed rate increases from 10¢ to 11¢ pro- 
posed by The Texas Company, Kerr-McGee Oil Industries, Inc., and Cities Serv- 
ice Oil Company, the Commission allowed the increase of Warren Petroleum 
based on its showing of the costs of producing this gas. The Texas Company 
has now produced similar cost evidence to that offered by Warren, showing 
costs of gas per Mcf in excess of the proposed price. It is discriminatory to 
accept a filing based on this cost evidence in the case of Warren Petroleum Com- 
pany and to refuse to terminate a suspension of The Texas Company when it 
submits cost evidence, showing substantially identical costs per Mcf. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CITY OF AUGUSTA, KENTUCKY, DOCKET NO. G—14321 


FINDINGS AND ORDER DIRECTING PHYSICAL CONNECTION OF FACILITIES AND 
THE SALE AND DELIVERY OF NATURAL GAS 


(Issued May 19, 1958) 


The City of Augusta, Kentucky (Applicant), a municipality organized under 
the laws of the Commonwealth of Kentucky, filed an application on January 24, 
1958, as supplemented on March 3, 1958, for an order pursuant to Section 7 (a) 
of the Natural Gas Act, directing Kentucky Gas Transmission Corporation 
(Kentucky Gas), to establish physical connection of its transportation facilities 
with the proposed facilities of Applicant and to sell and deliver natural gas 
as hereinafter described, all as more fully represented in the application. 
Applicant also requests a certificate of public convenience and necessity pur- 
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suant to Section 7 (c) of the Natural Gas Act, authorizing the construction 
and operation of the necessary interconnecting facilities for its proposed dis- 
tribution system. However, under the Natural Gas Act, a municipality such as 
Applicant does not require a certificate of public convenience and necessity 
authorizing the construction and operation of the interconnecting facilities and 
that portion of the application filed herein, should be dismissed. 

Applicant estimates that the population of the proposed service area in and 
near Augusta is approximately 2,250 and estimates its natural gas requirements 
for the first five years to be as follows: 








Year of operation 


Peak day (Mcf) 
Annual (Mef) 22, 862 31, 049 41, 601 50, 339 





The application shows that a proposed tap would be located south of Augusta, 
at Chatham, near the intersection of the main 26-inch transmission line of 
Kentucky Gas Transmission Corporation and State Highway Route 19. From 
a regulator and odorizer near the tap, Applicant would build approximately 4.8 
miles of 4-inch transmission line paralleling the new route of Highway 19 as it 
trends northerly from Chatham to Augusta. A town border station would be 
placed at the south side of Augusta. 

The estimated initial construction cost and associated expenses of the entire 
system is $230,000 which Applicant proposes to finance through the issuance 
of a $230,000 bond issue bearing 5% interest and maturing at the end of 30 years. 

Kentucky Gas Transmission Corporation filed a reply to the application herein 
on February 10, 1958, saying that the sale of the volumes set forth in the 
application would not adversely affect its gas supply or its existing customers, 
and that its existing facilities are of sufficient capacity to deliver the requested 
volumes. 

After due notice of the application herein by publication in the Federal 
Register on April 15, 1958 (23 F. R. 2435) no petition or notice to intervene 
or protest to the granting of the application has been received within the time 
required by the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Kentucky Gas Transmission Corporation, a Delaware corporation, with its 
principal place of business in Charleston, West Virginia, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission. 

(2) Applicant, a municipality organized under the laws of the Common- 
wealth of Kentucky, is legally authorized to engage in the local distribution of 
natural gas. 

(3) It is necessary and desirable in the public interest to direct Kentucky Gas 
to establish physical connection of its transportation facilities with the facilities 
proposed to be constructed by Applicant, and to sell and deliver to Applicant 
up to 463 Mcf of natural gas per day, being its 4th year requirement as described 
herein and as more fully described in the application in this proceeding. 

(4) The requirement that Kentucky Gas serve Applicant as hereinafter 
ordered will not place any undue burden upon it, nor require it to enlarge its 


facilities, nor impair its ability to render adequate service to its existing 
customers. 
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The Commission orders: 


(A) Kentucky Gas Transmission Corporation be and it is hereby directed to 
establish physical connection with the facilities proposed to be constructed 
and operated by Applicant and to sell and deliver up to 463 Mcf of natural gas 
per day to Applicant provided, however, that Applicant is ready to receive de 
livery of gas within one year from the date of issuance of this order. 

(B) Kentucky Gas shall report to the Commission in writing and under oath 
the date of commencement of service to Applicant within thirty days after such 
commencement. 

(C) That portion of the application filed by Applicant in this proceeding 
seeking authority pursuant to Section 7 (c) of the Natural Gas Act to construct 
and operate interconnecting natural gas facilities, is dismissed. 


H. L. HUNT, DOCKET NOS. G-—9553, G-11038, G—11069 
ORDER ADOPTING DECISION OF PRESIDING EXAMINEB 
(Issued May 19, 1958*) 

Syllabus 


Rate suspension orders are valid where (1) change in rate is subject to sus- 
pension, (2) notice period is adequate, and (3) reason for suspension is 
sufficient. P. 754. 

. Hunt, as agent for the producers, has not shown that the amount which it is 
receiving for performing gathering and processing functions is less than 
adequate. P. 767. 

. Producers, who fail to comply with the Natural Gas Act and the Commis- 
sion’s Regulations thereunder, may not expect increases in rates charged 
by them for gas subject to this Commission’s jurisdiction. P. 773. 

. Before Commission may include the cost of purchased gas between affiliates 
in Hunt’s cost of service, it must at least determine that the prices charged 
by the affiliate have a factual economic justification. P. 773. 

. Commission grants motion to dismiss case because of Hunt’s failure to dis- 
charge the burden of proof contemplated by Section 4 (e) of the Natural 
Gas Act. P. 774. 

Commissioner KiInE concurring in the result. 


Robert HE. May, Ralph B. Shank, and George S. Finley for H. L. Hunt. 

Kent H. Brown, Mrs. Barbara M. Suchow and Lawrence M. DeVore for Public 
Service Commission of the State of New York. 

Russell Gorman and William L. Johncog for the staff of the Federal Power 
Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 

These proceedings arose under Section 4 of the Natural Gas Act and in- 
volve proposed changes to effective gas rate schedules, which were filed with the 
Commission by H. L. Hunt (hereafter referred to as Hunt) and thereafter were 
suspended by orders of the Commission. 

In Docket Nos. G—9553 and G—11038 Hunt proposed increased rates for natural 
gas sold to Texas Eastern Transmission Corporation in the Lucky Field, Bien- 
ville Parish, Louisiana. Docket No. G—11069 involves an increased rate for gas 


* Initial decision appears on p. 750. Rehearing denied by order issued July 17, 1958. 





FEDERAL POWER COMMISSION 749 


sold to the same company in the Whelan and North Lansing Fields, Harrison 
County, Texas. The proposed increased rates in each case became effective sub- 
ject to refund, at the end of the respective five month suspension period. 

The three dockets were consolidated for hearing. In addition to the appear- 
ances of Hunt and Commission’s staff counsel, the New York Public Service 
Commission entered an appearance as intervener. Upon completion of Hunt’s 
direct case and cross examination, staff counsel moved that the proceedings 
in Docket Nos. G—9553 and G—11038 be dismissed because of Hunt’s failure to 
sustain the burden of proof under Section 4 (e) of the Act. At the same time, 
counsel for the intervener moved that the proceedings in all three dockets be 
dismissed upon the same grounds. 

On January 24, 1958, the presiding examiner issued his decision granting 
the motions to dismiss, disallowing the proposed increased rates, and ordering 
a refund to Texas Hastern Transmission Corporation. Thereafter, on March 
6, 1958, Hunt filed exceptions to the examiner’s decision and a motion for oral 
argument before the Commission. 

Upon consideration of the entire record in these proceedings, the briefs of 
the parties, the exceptions to the examiner’s decision and the motion for oral 
argument, we are of the opinion that the examiner’s decision should be adopted 
as the decision of the Commission, and that the exceptions and the motion for 
oral argument should be denied. 

The questions of jurisdiction and the validity of the Commission’s suspension 
orders are similar to those which have been raised many times before in other 
proceedings before this Commission, and the examiner’s findings and con- 
clusions on these issues are sound and correct, and in accord with Commission 
precedent, as affirmed by such decisions.} 

Hunt has endeavored to establish the reasonableness of the proposed rates by 
showing evidence of costs. As the examiner’s careful analysis of this evidence 
shows, Hunt has not established the reasonableness of the increased rates, and 
the evidence submitted is not adequate to discharge the burden of proof imposed 
upon Hunt by Section 4 (e) of the Natural Gas Act. 

All contentions and exceptions not specifically discussed herein have been con- 
sidered, but found to be lacking in substantial support in fact or reasonable basis 
in law or are immaterial to the result reached, and need not be dealt with 
separately.? } 


2In addition to the cases cited in the examiner’s decision we rely also upon the sub- 
sequent decisions in Bel Oil Corporation, et al. v. Federal Power Commission, and other 
similar cases, decided April 23, 1958, 255 F. 2d 548, by the United States Court of Appeals 
for the Fifth Circuit. 

2In his decision, the presiding examiner stated (pp. 763 and 772) that as far as the 
record discloses none of the producers making sales to Hunt in the Lucky Field have filed 
rate schedules with the Commission in accordance with the provisions of Section 154.92 (a) 
of the Regulations under the Natural Gas Act; and that of the producers in the Whelan- 
North Lansing Fields, only Stanolind Oil and Gas Company (now Pan American Petroleum 
Corporation) and Gulf Oil Company have so filed. 

On February 10, 1958, subsequent to the issuance of the examiner’s decision herein, the 
Lamar Hunt Trust Estate, the Nelson Bunker Hunt Trust Estate, the William Herbert 
Hunt Trust Estate, and Lamar Hunt, related producers from whom H. L. Hunt receives 
gas in the Lucky Field, each made their first tender of filings of rate schedules covering 
these sales. These filings, so far as they reflected the rates in effect on June 7, 1954, were 
accepted for filing by the Commission on March 24, 1958. Changes in each of the rates 
effective June 7, 1954, were proposed by filings tendered by each of these producers on 
February 24, 1958, and were also accepted effective as of March 27, 1958. Other changes 
proposed by subsequent filings have been suspended by orders of the Commission issued 
on April 25, 1958, in Docket Nos, G—14936 through G—-14939. (Continued on next page.) 
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The Commission orders: 


The initial decision of the presiding examiner issued in these proceedings on 
January 24, 1958, is adopted as the decision of the Commission as of the date 
of issuance of this order. Each and every exception to that decision is hereby 
denied ; and the motion for oral argument is also denied. 

Commissioner KLINE concurring in the result. 


DECISION 
UPON FILINGS FOR INCREASES IN RATES 
(January 24, 1958) 


MarsH, Presiding Examiner: These are proceedings coming within the pur- 
view of Section 4 of the Natural Gas Act (the Act) and they involve supple- 
ments to gas rate schedules filed with this Commission by H. L. Hunt (Hunt 
or Applicant), although under protest. 

On September 30, 1955, Applicant tendered for filing with the Commission a 
“Notice of Change” in H. L. Hunt’s FPC Gas Rate Schedule No. 7, and that 
filing was designated by the Staff of the Commission “Supplement No. 6” to that 
rate schedule.t The “change” was to become effective as of November 1, 1955. 
On October 28, 1955, the Commission issued an order setting the matter down 
for hearing and suspending and deferring the use of the rate reflected therein 
pending such hearing and decision thereon. The proceeding thus instituted was 
given Docket No. G—9553. On May 4, 1956, upon request therefor by Hunt, the 
Commission issued an order making the proposed increased rate effective sub- 
ject to refund on April 1, 1956. 

On August 18, 1956, Applicant tendered for filing a further “change” in H. L. 
Hunt’s F. P. C. Gas Rate Schedule No. 7, and that filing was designated by the 
Commission Staff “Supplement No. 7” thereto. On September 11, 1956, the Com- 
mission ordered that a hearing be held with respect to such proposed change and, 
pending such hearing, suspended the supplement and deferred the use thereof 
and decision thereon. That proceeding was given the designation Docket No. 
G-—11038. On April 4, 1957, upon motion filed by Hunt, Supplement No. 7, to 
Hunt’s F. P. C. Gas Rate Schedule No. 7 was made effective as of April 1, 1957, 
subject to refund. 

On August 18, 1956, Applicant tendered for filing a proposed “change” in 
Hunt’s F. P. C. Gas Rate Schedule No. 4. This filing was designated by the 
Staff of tthe Commission as Supplement No. 10 to that rate schedule.” On Sep- 
tember 14, 1956, the Commission ordered that a hearing be held upon that filing 
and suspended the filing pending such hearing and a decision thereon. The pro- 
ceeding in that instance was designated Docket No. G—-11069. On April 4, 1957, 
upon Hunt’s motion, the Commission issued an order making effective the 


Footnote continued from preceding page. 


The first tender of filings of rate schedules by the Placid Oil Company, another affiliate 
of H. L. Hunt, were made on March 17, 1958, for sales to Hunt of gas produced in the 
Lucky, Whelan, and North Lansing Fields. These tenders, reflecting rates effective on 
June 7, 1954, and certain changes therein were accepted for filing by the Commission on 
May 5, 1958. 

2On December 25, 1954, Hunt had filed a similar ‘‘notice of change”, designated as 
Supplement No. 5 to H. L. Hunt’s Gas Rate Schedule No. 7. That notice was not suspended 
but became effective in accordance with the Commission’s regulations. 

2 On December 10, 1954, Hunt had filed a similar “notice of change”, designated Supple- 
ment No. 5 to Hunt’s F. P. C. Gas Rate Schedule No. 4, and that change was permitted 
to go into effect without suspension. On September 30, 1955, Applicant filed a “notice 
of change” designated as Supplement No. 8 to Hunt’s rate schedule No. 4. That change, 
also, was permitted to go into effect without suspension. 
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proposed rate changes upon the filing of an undertaking to assure the refund 
of excess charges. 

On February 19, 1957, the Commission issued an order consolidating the 
above-described proceedings and fixing a date for the hearing thereof. Between 
the filing of the proposed “changes” as above set out and the Commission’s order 
of February 19, 1957, the Public Service Commission of the State of New York 
(Intervener) filed notices of intervention in Docket Nos. G—9553 and G—11069. 

When the matter came on for hearing, counsel for Hunt presented for the 
record a number of documents together with the testimony of two witnesses. 
One of those witnesses, the manager of Hunt Oil Company's gas department, 
identified and described certain documents which related to the purchases and 
sales of the natural gas here involved, and very briefly, H. L. Hunt’s operations 
in the two fields with which we are here concerned. The other witness, a natural 
gas engineering and rate consultant, sponsored and explained a number of docu- 
ments which set forth the volumes of gas delivered under the contracts here in 
controversy, the revenues received therefrom, Hunt’s gross plant accounts re- 
flecting facilities used in making such deliveries, average reserve for deprecia- 
tion, gasoline plant operating results, a calculation of the “cost of gas pur- 
chased” and similar data, all for the calendar year 1956. 

Upon the completion of the cross-examination of Applicant’s two witnesses, 
Staff counsel moved that the proceedings in Docket Nos. G—9553 and G—11038 be 
dismissed because of Applicant’s failure to discharge the burden of proof con- 
templated by Section 4 (e) of the Act. At the same time, counsel for the New 
York Public Service Commission moved that the proceedings in Docket Nos. 
G—9553, G-11038 and G—11069, all three, be dismissed upon the same grounds. 


THE ISSUES AND CONTENTIONS 


As will more particularly appear, the amounts involved in this proceeding are 
small but the questions raised are important and could well be far reaching 
in effect. 


Although the Applicant has not here specifically raised the question, since the 
notice of changes in rates was filed under protest the jurisdiction of the Com- 
mission is brought into issue and, consequently, must be determined. Addi- 
tionally, as viewed by the Applicant herein the issues to be decided in this 
proceeding are: 

1. Whether the rate suspension orders hereinbefore described should be set 
aside as invalidly issued by the Commission; and 

2. Whether, in any event, Applicant has demonstrated that the contract 
prices resulting from the increases proposed are just and reasonable. 

Applicant contends that both of those questions must be answered in the 
affirmative. 

With respect to Docket Nos. G—9553 and G—11038, the Staff of the Commis- 
sion finds only one issue, namely: Can an independent producer of natural gas 
selling natural gas in interstate commerce show as costs of purchase gas those 
costs evidenced by contracts with affiliates and not negotiated at arm’s length? 

The Staff contends that the Lucky Field purchase gas contracts were not 
negotiated and executed at arm’s length and that, therefore, the Applicant has 
failed to discharge the burden of proving that the increases in rates involved 
in Docket Nos. G—9553 and G—11088 are just and reasonable. Just what the 
position of the Staff is with respect to G—11069, is not so clear but Staff counsel 
insists that with respect to all three dockets H. L. Hunt has failed to show by 
convincing evidence that the proposed increases in rates are just and reasonable 
within the contemplation of Section 4 (e) of the Act. 
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The Public Service Commission of the State of New York contends that the 
rates proposed in none of the three dockets have been justified on the record 
and that the applications for increases in all of these should be dismissed. 


Jurisdiction 


The gas sold by Applicant to Texas Eastern Transmission Corporation under 
Hunt’s F. P. C. Gas Rate Schedule No. 7, is produced in the Lucky Field in 
Bienville Parish in the State of Louisiana. That sold under Hunt’s F. P. C. Gas 
Rate Schedule No. 4 is produced in the Whelan (Harleton) and North Lansing 
Fields in Harrison County, in the State of Texas. Under the several contracts 
between Hunt and the producers of the gas which Hunt sells to Texas Hastern 
the point of delivery from each well is fixed at the outlet side of the meter in- 
stalled by Hunt adjacent to the well, and the contracts recite that at that point 
title to the gas passes from the producer to Hunt. 

For the purpose of receiving, transporting and processing the gas produced 
in the Lucky Field, Hunt, in accordance with the provisions of the contract with 
Texas Eastern, constructed and placed in operation * a system of pipelines rang- 
ing from 2% inches to 65 inches in diameter (predominantly 656 inches), seg- 
ments of which are interconnected with each of the wells producing such gas. 
Those segments of line are interconnected and, in turn, are interconnected with 
a dehydration station. Hunt’s system of pipelines is used to bring the full well 
stream from the various wells to the dehydration plant. Before the gas from 
the several wells reaches the latter point, it is all commingled. 

At the dehydration station there is a mechanical separator through which 
the combined well stream from the various wells passes. The wells produce 
various amounts of condensate and some of them produce some quantities of free 
water. The separator mechanically separates the free liquid from the gas and 
the water from the liquid hydrocarbons. The distillate, the testimony shows, 
flows from the separator to a storage area where from time to time it is loaded 
into trucks and transported to the market. The contracts provide for its pur- 
chase by H. L. Hunt from the several gas producers. The evidence shows that it 
is resold by Hunt to Hunt Oil Company. 

The gas, after leaving the separator,‘ goes to a solid bed dry desiccant- 
type dehydrator where the free vapor content of the gas is reduced to that 
required by Hunt’s contracts with Texas Eastern. After leaving the dehy- 
dration station the gas passes through a sales meter and a pipeline some 200 to 
300 feet in length at the downstream end of which the gas enters Texas Eastern’s 
main interstate transmission line. All of the gas wells here involved are classi- 
fied by the Conservation Commission of Louisiana as gas wells. Except four, 
which are operated by the Lamar Hunt Trust Estate, all of them are operated 
by the Placid Oil Company. 

The contracts between Hunt and Texas Hastern and those between Hunt and 
the several producers made entirely clear the use to which the gas will be put 
namely, the transportation and sale thereof in interstate commerce. 

It is clear from the foregoing that as evidenced by the contracts between 
Hunt and such producers the “sales” of gas by the producers to Hunt are sales 
of gas in interstate commerce for resale within the meaning of the Natural Gas 


® The evidence shows that prior to and until May, 1955, these facilities were the com- 
munity property of H. L. Hunt and his now deceased wife, Lyda Bunker Hunt. Upon her 
death one-half ownership in the facilities became vested in the estate of the deceased, and 
H. L. Hunt is the owner of the remaining undivided one-half interest. The facilities are 
operated by H. L. Hunt. 

The testimony of Applicant’s witness was that prior to dehydration the gas does not 
meet the requirements of the contracts between Hunt and Texas Eastern. 
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Act, that such selling producers are “independent producers” 5 within the meaning 
of the Commission’s Rules of Practice and Procedure and that these sales are 
subject to the jurisdiction of the Federal Power Commission. Deep South Oil 
Company of Texas v. Federal Power Commission, 247 F. 2d. 882. It is also clear 
that H. L. Hunt, as the owner and operator of the facilities in the Lucky Field 
hereinbefore described, is engaged in the transportation of natural gas in inter- 
state commerce and in the sale in interstate commerce of such gas for resale 
within the meaning of the Act. Ibid. 

The gas sold and delivered by Hunt to Texas Eastern under the former’s Gas 
Rate Schedule No. 4 is purchased by the latter under a contract initially covering 
the Whelan (Harleton) field, but subsequently amended, to include the North 
Lansing field. The contract obligated Hunt to deliver into Texas Eastern’s 
interstate pipe lines gas which Hunt proposed to purchase for that purpose from 
producers in those fields. The evidence shows that pursuant to the agreement 
Hunt constructed a pipeline system consisting of several miles of gathering lines 
by means of which the entire well stream of gas produced in the fields is trans- 
ported to and into a gasoline plant similarly constructed and operated by Hunt. 
The gasoline plant is of the absorption type and produces various marketable 
products derived from the liquefiable hydrocarbons and condensate produced 
along with the gas. In this plant there are also gas compressors by means of 
which the pressure of gas produced in the Whelan field is increased to the 
desired point. All the gas is commingled in the plant and sold under the one 
contract. After leaving the gasoline plant the gas flows through a combination 
7 and 8 inch pipeline extending from such plant to an interconnection with Texas 
Eastern Transmission Company’s line. At the point of delivery there is located 
a measuring station which was constructed and is operated by H. L. Hunt and at 
that point the title of the gas passes to Texas Eastern. 

The other products from the gasoline plant are sold through various outlets 
in Northeast Texas and the fringe areas of Arkansas and Louisiana. 

It appears that the facilities in the Whelan and North Lansing fields above 
described were also among the community properties of Hunt and his deceased 
wife and that now they are owned jointly by him and the Estate of Lyda Bunker 
Hunt. 

As provided in the contracts between Hunt and the producers thereof the gas 
sold by Hunt to Texas Eastern in the Whelan and North Lansing fields is de- 
livered by the producers thereof to Hunt at meters adjacent to each well, and 
the contracts provide that at that point title to the gas passes to Hunt. There- 
after the gas moves to and into Texas Eastern’s interstate pipeline as described 
above. These contracts specifically recognize and recite the purposes for which 
the gas is being delivered by them to Hunt, namely, transportation and sale in 
interstate commerce for resale. 

Consequently, as revealed by the contracts between Hunt and such producers 
the sales by producers in the Whelan and North Lansing field to Hunt are sales 
of natural gas in interstate commerce for resale, and those producers are, there- 
fore “independent producers” of natural gas as defined by the Commission’s 
regulations and “natural-gas companies” within the meaning of the Natural 
Gas Act. And, here, also Hunt is engaged in the transportation of natural gas 


5 An independent producer as that term is used in the Commission’s regulations under 
the Act means any person as defined in the Natural Gas Act who is engaged in the pro- 
duction or gathering of natural gas and who transports natural gas in interstate com- 
merce or sells natural gas in interstate commerce for resale, but who is not primarily 
engaged in the operation of an interstate pipeline. (Section 154.91.) 
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in interstate commerce and in the sale in interstate commerce for resale of 
natural gas and is a “natural-gas company” within the meaning of the Act. 


Initial Rate Schedule Contention 


The increases in rates with which these proceedings are concerned are 
claimed by Hunt by reason of amendments (made prior to June 7, 1954) to the 
original contracts which were entered into on August 7, 1947 between Hunt 
and Texas Eastern. Pursuant to such amendments, Texas Eastern established 
from time to time schedules of prices to be paid by that purchaser for gas 
purchased from Hunt. Thus, the price stated in the original contract for gas 
purchased by Texas Eastern in the Lucky Field was 8 cents. An amendment 
dated July 10, 1952, however, fixed 12.8200 cents per Mcf for the first year after 
November 1, 1952, 13.0251 cents for the next year, 13.2302 cents for the next, 
13.4354 cents for the next, 13.6405 cents for the next and so on up to 16.7173 
cents in the 19th year thereafter. 

Similarly the price fixed in the initial contract for the purchase of gas by 
Texas Eastern from Hunt in the Whelan field was 8 cents. An amendment 
dated August 14, 1953, fixed a price of 12.5 cents per Mcf commencing Novem- 
ber 1, 1952, and thereafter increasing two mills per year commencing on the 
first day of November of each succeeding year. The price was to remain at 16.3 
cents per Mcf for all gas delivered on and after November 1, 1971. 

On June 7, 1954, the rate in effect for the purchase by Texas Eastern from 
Hunt in the Lucky Field was 13.0251 cents per Mcf plus 1 cent reimbursement 
for the Louisiana gas gathering tax. Under the “notice of change” in rate filed 
by Hunt on December 25, 1954 (Supplement No. 5 to Hunt’s Gas Rate Schedule 
No. 7) a rate of 13.2302 cents per Mcf (plus 1 cent tax reimbursement) became 
effective, and under the filing of September 10, 1955 (Supplement No. 6 to Hunt’s 
Gas Rate Schedule No. 7) a rate of 13.4354 (plus tax) per Mcf became effective 
under bond. 

The rate in effect on June 7, 1954 for the gas purchased by Texas Eastern 
from Hunt in the Whelan field was 12.7 cents per Mcf plus an amount for reim- 
bursement for taxes. Under the notices of changes filed on December 10, 1954 
and September 30, 1955, (Supplements Nos. 5 and 8 respectively to Rate 
Schedule No. 4) rates of 12.9 cents per Mcf and 13.1 cents per Mcf became effec- 
tive. Under the filing of August 13, 1956, a rate of 13.3 became effective subject 
to refund. 

Applicant contends that all of the terms of the contracts between Texas East- 
ern and Hunt for the gas above described, including the pricing terms, are an 
integral part of the whole and, therefore, that changes made in the price billed 
for gas thereunder from time to time in conformance therewith are not increases 
in rates pursuant to Section 4 (e) but rather constitute a part of an initial 
rate schedule which, under the Act, the Commission has no right to suspend. 
Applicant further argues that to delete or suspend the effectiveness of one pro- 
vision or set of provisions contained in the contract, is an abrogation of the 
agreements under the decision of the United States Supreme Court in United 
Gas Pipe Line Company v. Mobile Gas Service Corporation, 350 U. S. 332. 

Section 4 (d) of the Act provides that: 


Unless the Commission otherwise orders, no change shall be made by any 
natural-gas company in any such rate * * * except after thirty days’ notice 
to the Commission and to the public. Such notice shall be given by filing 
with the Commission and keeping open for public inspection new schedules 
stating plainly the change or changes to be made * * * and the time when the 
change or changes will go into effect. * * * 








“ 
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The suspension orders are, in each instance, not directed to the basic con- 
tract, or supplements or agreements amendatory thereto, filed as the rate 
effective and applicable on June 7, 1954, but to the increases in the rates over 
and above the level of the rates in effect prior to the dates of the filing of the 
proposed changes. Hunt contends that such increases are not “changes” within 
the meaning of Section 4 (e) of the Act; that the provisions of the contract 
(as amended) which relate to price are certain as to the time and amount and 
in toto, constituted the consideration for the contract. 

That identical contention has been made in other similar proceedings before 
this Commission and the Commission’s position with respect thereto is now well 
settled. 

Congress derives its power to enact such legislation as the Natural Gas Act 
from the commerce clause of the Constitution, and the power so conferred is 
broad, comprehensive and all-embracing. All persons entering into contract 
involving interstate commerce must do so subject to its right thereafter to con- 
trol, regulate or prohibit the performance thereof. Every owner of property holds 
the same subject to such action as the sovereign power may, in the exercise of 
its legitimate sovereignty adopt in relation to it. A contract to do a thing, lawful 
when made, may be avoided by subsequent regulation making it unlawful and 
that an act of Congress may lawfully affect the rights which had their inception 
before its passage. Elliott Machine Company v. Center (D. C., W. D., Mich. 1915) 
227 Fed. 124. 

Soon after the passage of the Natural Gas Act the United States Court 
of Appeals (for the Eighth Circuit) in Mississippi River Fuel Corporation v. 
Federal Power Commission 121 F. 2d 159 relying upon a long line of analogous 
decisions, held that contracts, even though entered into prior to the enactment 
of the Act are nevertheless subject to regulation in the public interest. 

Subsequently Memphis Natural Gas Company filed with the Commission, in 
compliance with Section 4 of the Act, a contract for the sale of gas to Mississippi 
Power & Light Co. That contract contained the following provision: 


It is understood and agreed that if at any time during the continuance 
of this agreement the Seller shall make any contract or contracts for the 
sale and delivery of gas to other than the Buyer at prices lower than the 
prices provided for in this Article Fourth for similar amounts of gas and 
under similar conditions, the Buyer shall be entitled to purchase gas here- 
under at prices as favorable to the Buyer as the prices provided for in any 
such contract or contracts. 


In a suit by Mississippi for the recovery under that provision of purportedly 
excessive charges the Federal District Court held against Mississippi, and in 
examining the judgement of the trial court, the United States Court of Appeals 
(for the Fifth Circuit) said: ® 
The “favored nation” clause became inoperative after the passage of the 
Natural Gas Act. Section 4 thereof provides: ‘‘* * * every natural-gas com- 
pany shall file with the Commission * * * schedules showing all rates and 
charges for any transportation or sale * * *” and “no change shall be 
made by any natural-gas company in any such rate * * * except after 
thirty days’ notice to the Commission and to the public. Such notice shall 
be given by filing with the Commission and keeping open for public inspec- 
tion new schedules stating plainly the change or changes to be made in the 
schedule or schedules then in force and the time when the change or changes 
will go into effect.” The emphasis was supplied by the Court. 


© Mississippi Power & Light Co. v. Memphis Natural Gas Company, 162 F. 2d 388, 390. 
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Those requirements are reflected in Section 154.94 of the Commission’s Regu- 
lations under the Natural Gas Act, which section is concerned with “changes” 
in rate schedules of “independent producers’. Section 154.94 (c) of such regula- 
tions provides that: 


The operation of any provision of the rate schedule providing for future or 
periodic changes in the rate, charge, classification or service after June 7, 
1954, or the operation of any like provision in any initial rate schedule 
filed after June 7, 1954, shall constitute a change in rate schedule. 


The question with which we are here concerned arose in Union Oil Company 
of California et al., Docket Nos. G—4331, et al. It was there similarly contended 
that a price change occurring under and pursuant to a provision of the original 
contract did not constitute a change in rates, but represented an integral part 
of the initial rate. In his initial decision in that matter, the hearing examiner 
found otherwise and in its opinion and order affirming such decision (16 F. P. C. 
100, 112-113) this commission found that the increased rates constituted changes 
in rates within the meaning of Section 4 sub-sections (d) and (e) of the Natural 
Gas Act. 

Again the argument was advanced in Humble Oil and Refining Company, 
Docket No. G—11539 (17 F. P. C. 39). It was there contended by Humble that 
the Commission had no authority under Section 4 of the Natural Gas Act to 
treat the increase there proposed as a suspendable change in the rate schedule 
because it was part of Humble’s initial-rate filing which had been accepted 
by the Commission. In its order issued January 11, 1957, the Commission pointed 
out that the law is well settled that rate changes contemplated by contracts can 
become effective only in the form of changes in existing schedules as required by 
Section 4 of the Act. The Commission added that “No other procedure would 
permit the Commission to fulfill its obligation to determine whether changes in 
existing rates, whether proposed by pipeline companies or independent producers, 
were unjust or unreasonable.” The Commission concluded that Humble’s con- 
tention that the Commission had no authority to suspend the increased rates is 
without basis or merit.? 

It is clear, of course, that the Commission is not able to determine initially 
whether changes which are to take place at dates in the remote future will be 
just and reasonable at those dates. The rates presently established to become 
effective in the distant future need have no relationship whatever to the cost or 
value of the services expected to be rendered at those particular times. Certainly 
no one can foretell the economic or other conditions which may then exist. To 
permit parties to thus fix rates for the future would render the Commission 
impotent to exercise the responsibility resting upon it by reason of the provisions 
of the Act. 

It must be concluded, therefore, that the changes in rates proposed by the 
Applicant are, despite the fact that they were provided for prior to June 7, 1954, 
changes in rates within the meaning of Section 4 (d) of the Act and subject to 
suspension as provided in Section 4 (e) thereof. 


Statutory Notice Period 


An argument peculiar to Docket No. G—11069 is that the suspension order in 
that docket is invalid because not issued within thirty days from the date of 
Applicant’s filing. The portion of the Act pertinent thereto is as follows: 


See. 4 (e) Whenever any such new schedule is filed the Commission shall 
have authority, * * *, to enter upon a hearing concerning the lawfulness of 


7 Commissioner Digby dissenting. 
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guch rate, charge, classification, or service: and, pending such hearing and 
the decision thereon, the Commission, upon filing with such schedules and 
delivering to the natural-gas company affected thereby a statement in writ- 
ing of its reasons for such suspensions, may suspend the operation of such 
schedule and defer the use of such rate, charge, classification or service, but 
not for a longer period than five months beyond the time when it would 
otherwise go into effect. 


It appears to be contended by Hunt that the foregoing language requires that 
in order to be effective, the suspension must be instituted,within thirty days after 
the filing. In support of that contention, the Applicant points to the decision of 
the U. S. Court of Appeals (10th Circuit) in Phillips Petroleum Company v. 
Federal Power Commission, 227 F. 2d 470, 474 in which the Court said: 





It is of course true that the Commission is empowered under this Section 
to suspend rates only before they become effective, and that they become 
effective thirty days after filing * * * and that * * * eoncededly the Commis- 


sion was required to act to suspend the rates within thirty days from the 
filing * * *. 


The Commission’s regulations provide that changes in rates such as here pro- 
posed shall be filed with the Commission in duplicate not less that thirty days nor 
more than ninety days prior to the date such change in rate schedule is pro- 
posed to be made effective. This provision is, of course, consistent with the 
requirements of Section 4 (e) of the Act. In the Phillips case last above cited 
no date was specified as that on which the proposed rate was to become effective. 
Consequently, thirty days was taken as the intervening period. The record 
here shows that the notice of change in rates was filed in Docket No. G—11069 
on August 13, 1956. In that notice the Applicant proposed that the new rate be- 
come effective on November 1, 1956. Indeed, under the provisions of the con- 
tract it could not have become effective before that date. The Commission’s 
order of suspension was issued on September 14, 1956. Thus, the rate was 
suspended prior to the date on which the proposed rate would have become effec- 
tive. No more is required by the statute. Neither is more required by the court 
in the case last above referred to. 

The contention made by the Applicant herein is, likewise, not new to this 
Commission. It was advanced in the Matter of Midstates Oil Corporation, 
Docket No. G—11081. On August 8, 1956, Midstates tendered supplemental rate 
schedules for filing proposing in each instance an effective date of November 1, 
1956. On September 11 and 17, 1956, respectively, the Commission suspended 
those proposed schedules. Midstates sought a rehearing contending that since 
the Commission had failed to act on the proposed changes in rates within 
thirty days after the filing (even though the requested effective dates were much 
further in the future) it no longer had such authority, and that the proposed 
rates became effective by operation of law. In an order denying the Applicant’s 
motion for rehearing, (16 F. P. C. 1213, 1214,) the Commission considered the 
question here presented. There it said: 


* * * We find no provision in Section 4 (d) of the Natural Gas Act which 
thus automatically makes a change in rates effective thirty days after 
filing even though the filing party states that the change “will go into effect” 
at some later date. Nor do we find in that section, or any other provision 
of the act, any time limitation on the authority of the Commission to 
suspend a proposed change in rate except that it must act prior to the time 
such change is proposed to take effect. 


554728—61——_50 
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As the Commission pointed out, the purpose of the notice requirement of 
Section 4 (d) was to fix a minimal, not a maximum period of time. There, as 
here, the Applicant had deliberately fixed an effective date substantially beyond 
thirty days from the date of filing. And, the Commission said, “There is nothing 
in the act to preclude a party from giving more than the minimum notice of 
thirty days.” “Accordingly,” the Commission continued, “it is our view that 
giving effect to Midstates’ contentions would do violence to the clear intent and 
specific requirements of section 4 (d) and constrict the Commission’s powers 
under section 4 (e) in a manner contrary to established law.” 

In a similar order isshed on December 4, 1956, in Chavanne, Trustee et al., 
and Chavanne, Trustee, Docket No. G—11196, (16 F. P. C. 1297, 1299) the Com- 
mission reiterated the views expressed in the order in Docket No. G—11081, et 
al., above referred to, and added: 


It is our view that the only time limitation applicable to the exercise of 
our authority to suspend under section 4 (e) of the act is that set forth 
in part 2 — General policy and interpretations of the rules of practice and 
procedure at sections 2.4 and 2.52, namely, “The Commission cannot suspend 
a rate schedule after its effective date.” It is our further view, based on 
the clear language of section 4 (d) of the act, that the only effective date 
for a change in rates is the date stated plainly by the filing company as “the 
time when the change or changes will go into effect,” provided such date is 
not less than thirty days after date of filing and provided further that the 
Commission does not, “for good cause shown” allow “the change to take 
effect without requiring the thirty days’ notice.” 


It is concluded that Applicant’s contention that the suspension order in 
Docket No. G—11069 is invalid because not issued within thirty days from the 
date of Applicant’s filing is without merit. 


Reasons for Suspension 


Applicant contends that the suspension orders issued herein are void because 
the Commission has not complied with the mandatory requirements of section 
4 (e) of the Act (supra, p. 751) with respect to a “Statement in writing of its 
reasons for such suspension.” 

The language contained in each of the Commission’s three suspension orders 
here involved is almost identical and is substantially as follows: 


The increased rates and charges proposed in the aforesaid filings have not 
been shown to be justified, and may be unjust, unreasonable, unduly dis- 
criminatory, or preferential or otherwise unlawful. 


It should be pointed out that section 4 (e) does not more particularly describe 
the nature or the content of the statement required. 

Section 4 (d) simply requires that the notice state plainly the change or 
changes to be made and the time when such changes will go into effect. The 
statute does not require that support or justification for the change be filed with 
it. That circumstance construed in the light of the provision in section 4 (e) 
which authorizes the Commission to enter upon “a hearing concerning the 
lawfulness of such rates,” and the power to suspend the proposed rate while 
such proceedings are in progress negatives the suggestion that the Commission 
must serve upon the Applicant something in the nature of a bill of particulars. 
Such a document could only be prepared after an investigation such as that 
authorized in the language above-referred to. 
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The fact that the Commission in its Rules of Practice and Procedure does 
require that the Applicant file a statement of the reasons for the proposed change 
does not alter the obvious legislative intent with respect to the nature of the 
“statement in writing.” 

While the law as stated by Applicants, that adequate findings to support 
the final orders of the Commission in the exercise of its statutory authority 
must be made, is well settled, the cases cited by Applicant in that connection have 
no applicability here. It is obvious that the whole purpose of the suspension 
procedure, including the hearing provided for in connection therewith is for the 
purpose of developing the facts upon which findings required, as indicated by 
those cases, can be based. 

It is concluded that this contention, too, is without merit. 


Reasonableness of the Proposed Rates 


Section 4 (a) of the Act requires that all rates charged by natural-gas com- 
panies shall be just and reasonable and declares that any rate which is not 
just and reasonable is unlawful. Section 4 (e) provides that “At any hearing 
involving a rate or charge sought to be increased, the burden of proof to show 
that the increased rate or charge is just and reasonable shall be upon the natural- 
gas company * * * proposing such increase.” 

Thus the question is present whether with respect to the rates proposed to be 
increased in the three dockets here involved, and in each of them, H. L. Hunt 
has discharged the “burden of proof” placed upon him by the language of the 
Act. The Commission has construed the words to mean that the Applicant must 
justify by clear and convincing evidence that the rates under suspension will be 
just and reasonable. Transcontinental Gas Pipe Line Corporation 11 F. P. C. 94. 

Since Staff counsel appears to have distinguished between Hunt’s sales to 
Texas Eastern in the Lucky field from those made in the Whelan and North 
Lansing fields the two situations will be examined separately. 


Docket Nos. G—9553 and G—11088 


As has been stated, H. L. Hunt’s F. P. C. Gas Rate Schedule No. 7 covers a 
sale by Hunt to Texas Eastern of natural gas produced from certain properties in 
the Lucky field, Bienville Parish, Louisiana. This sale and purchase is made 
pursuant to a contract entered into between them initially on August 7, 1947 
(initial contract) but subsequently amended. 

The price agreed upon therein was eight cents per Mcf at a pressure base of 
14.7 pounds per square inch gauge, the buyer to reimburse Hunt to the extent 
of %ths of any “additional taxes”. 

On the same day, on which that contract was executed, namely August 7, 1947, 
Hunt and Texas Eastern entered into a letter agreement in which it was agreed 
that if at any time during the term of the initial contract Texas Eastern should 
establish a schedule of prices to be paid by Texas Eastern which differed from 
the schedule of prices set forth in said contract, Hunt should have the right to 
have such new schedule of prices apply to the gas which he furnished. The 
letter further stated that: 


“* * * if at any time after the first four years of the primary term * * * 
you [Hunt] shall receive from a responsible party a bona fide order to buy 
substantially the same quantity of gas upon substantially the same or similar 
terms and conditions but at a price, if said offer is received prior to the 
second ten years of the primary term, of not less than 1¢ per thousand 
cubic feet more than the price originally established under said Gas 
Purchase Contract and, if said offer is received in or after the second ten- 
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year period, of not less than 144¢ per thousand cubic feet more than the 
price originally established under said Gas Purchase Contract you shall 
have the right * * * to terminate said Gas Purchase Contract.” 


By letter agreement dated July 10, 1952, (accepted August 9, 1952) Texas 
Eastern informed Hunt that it had established a new schedule of prices as 
follows: 


12.8200 cents per MCF for the first year from the date of the first delivery 
of gas on or after November 1, 1952; 
13.0251 cents per MCF for the next year; 
13.2302 cents per MCF for the next year; 
13.4354 cents per MCF for the next year; 
13.6405 cents per MCF for the next year; 
13.8456 cents per MCF for the next year; 
14.0507 cents per MCF for the next year; 
14.2558 cents per MCF for the next year; 
14.4610 cents per MCF for the next year; 
14.6661 cents per MCF for the next year; 
14.8712 cents per MCF for the next year; 
15.0763 cents per MCF for the next year; 
15.2814 cents per MCF for the next year; 
15.4866 cents per MCF for the next year; 
15.6917 cents per MCF for the next year; 
15.8968 cents per MCF for the next year; 
16.1019 cents per MCF for the next year; 
16.3070 cents per MCF for the next year; 
16.5122 cents per MCF for the next year; 

16.7173 cents per MCF thereafter. 


In this amendment Texas Eastern agreed to reimburse Hunt for the entire 
amount of any gathering tax imposed on or after June 27, 1952, which Hunt 
might be legally required to pay on the gas to be delivered on and after 
November 1, 1952.8 

As so established, the rate in effect on June 7, 1954, for gas sold by Hunt to 
Texas Eastern in the Lucky Field was 13.0251 cents, plus the additional 
gathering tax. 

In a number of recent decisions the Commission has made clear its position 
that, while in the process of testing the reasonableness of rates or charges for 
natural gas it is not bound by any particular formula but may within the 
ambit of its authority exercise its administrative discretion, the decision of the 
Court of Appeals in the Panhandle case requires that there be established in the 
record, at least as a point of departure, the cost of the gas produced or the 
services rendered. The Commission has also made it clear, however, that the 
prices paid and received by others in the same general area and arrived at in 
the course of arm’s-length negotiations are relevant evidence and are entitled to 
consideration in the determination. 

The case presented by the Applicant on the merits in the discharge of its 
responsibility to maintain the burden of proving the reasonableness of the pro- 
posed increases in rates appears to have been prepared along those lines. 


8 On August 12, 1954, a formal amendatory agreement was entered into between Hunt 
and Texas Eastern incorporating the effective provisions of the several earlier amendatory 
letter agreements including, as an amendment to the article of the original contract 
entitled “‘price”’, the schedule of rates set out in the letter agreement of July 10, 1952. 
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A witness for the Applicant herein testified that he was familiar with Texas 
Eastern’s gas purchase contracts in the Lucky field area and that the prices con- 
tained in the contracts with Hunt are the same as those in the contracts with 
other sellers of gas to Texas Eastern. There is no evidence whatever of any 
relationship corporate or otherwise between Hunt and Texas Eastern which 
would put in question the arm’s-length character of those contracts. 

The evidence as to costs and prevailing prices was presented through a single 
witness. He is not in the regular employ of Hunt or any of Hunt’s affiliated com- 
panies, but is, instead “engaged in the practice of engineering as a consultant”. 
The witness’ testimony reveals that he has engaged for a number of years as a 
utility engineer executing assignments in connection with the preparation 
of pipe line “design and specifications, market and economic studies, 
preparation of rate schedules and rate studies.” It reveals also that the witness 
has testified in proceedings before this Commission on a number of occasions 
with respect to market studies, pipeline and distribution design, construction, 
cost estimates, cost of service and rate structures. 

The witness made no claim that he is an accountant and, as has been indi- 
cated, he has nothing whatever to do with the keeping of Hunt’s books and 
records. His testimony shows, however, that he visited Hunt’s offices in Dallas 
and that in the preparation of his exhibits and testimony received the coopera- 
tion of those who had charge of Hunt’s records. He testified that he told the 
Hunt employee what figures he, the witness, wanted and the employee prepared 
the information. The employee was not presented as a witness. This visit and 
this cooperation was the source of a series of exhibits relating to costs of service 
in the Lucky and the Whelan and North Lansing fields for the 12 months 
ended December 31, 1956. 

In each instance there were five such exhibits and they may be briefly de- 
scribed as: 


(1) a statement of gas operating revenues and sales volumes, 
(2) computation of rate base and return at 6 percent, 
(3) statement of revenues, expenses and net income, 
(4) statement of purchased gas — wellhead purchases, and 
(5) statement of adjusted cost of service. 


We shall here consider only the series of exhibits applicable to the Lucky 
field. The first of them showed that the sales to Texas Eastern during the 12 
months ended December 31, 1956 were 8,045,405 (at 15.025 psia) for which there 
was received by Hunt .143635 cents per Mcf. Had the rates which were made 
effective under bond on April 1, 1957, been in effect throughout the 12 months 
period the revenue per Mcf for the period would have been .146405 cents 
including a tax reimbursement of 1 cent per Mcf. 

Another of the exhibits showed that the average balance in H. L. Hunt’s Lucky 
field property plant and equipment account, including the investment in the distil- 
late line, was $434,783.85, and the average reserve for depreciation (also includ- 
ing depreciation on the distillate line) was $250,875.64. The average investment 
“in gas system” during the test year was $416,171.68 and the average reserve for 
depreciation in those facilities was $233,687.22. The average investment in 
“distillate line’ was $18,612.17. The amount of annual depreciation claimed 
for the “gas system” was $39,505.63 and for the “distillate line”, $1,861.20. Thus, 
based upon the average investment in plant, depreciation expense for the “gas 
system” was at the rate of 9.493% and that on the “distillate line” just 10 
percent. The combined depreciation charge was at the rate of 9.514 percent. 

Applying 6% to the average net plant in service thus determined, namely 
$183,908.21, would produce a required return of $11,034.49. 
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A third exhibit showed a net loss of $1,205.82 on distillate operations after 
deducting operating expenses which included $1,861.20 depreciation on the 
distillate line. 

The fourth showed that 8,108,940 Mcf of gas was “purchased” at an actual 
cost of .136056 cents per Mcf. The basic data thus set out was assembled in 
the fifth exhibit, and appears as follows: 





Actual Adjustment Amount as 
adjusted ! 


$1, 103, 270. 62 1 $27, 436. 08 $1, 075, 884. 54 
Loss on distillate line 1, 205. 82 1, 205. 82 


Operation and maintenance expense 34, 022. 20 
Administrative and general expense | 3, 576. 66 
Depreciation 39, 505. 63 
no ee eet ; 922. 79 
State income taxes 355. 42 
Federal income taxes 3, 459. 06 
Return at 6% 11, 034. 49 


Total cost of service 1, 193, 776. 03 : | 1, 169, 916. 62 
8, 045, 405 


Cost of service per MOF, cents oe "sa eine 








Sales in MOF 8, 045, 405 











1 Adjusted to reflect payments based upon prices in effect June 7, 1954, on initial rate where service com 
menced after June 7, 1954. 


3 Regulatory Commission expenses applicable to current case. 


The witness did not attempt to divide costs between those connected with 
petroleum products and those connected with gas. 

The “adjustment” for “purchased gas” was said to be to show the difference 
between the actual amount paid during the year to each producer for gas pur- 
chased and the amount which would have been paid to each producer at the 
rates in effect on June 7, 1954. 

The witness made no attempt to determine what, if any, administrative 
and general expenses might have been incurred over and beyond those which 
might be included in Operation and Maintenance Expense. The adjustment 
made in this account represents one-ninth of the amount estimated by the witness 
as regulatory commission expense which would be incurred in connection with 
this proceeding. The witness estimated Applicant’s expense in connection with 
this proceeding to be $15,000. It was assumed that this amount would be 
amortized over a three year period and that for each year the amount attributed 
thereto would be allocated between the Lucky field and the Whelan-North 
Lansing field on the basis of volume of sales in those fields respectively. Thus 
there was attributed to the cost of service in the Lucky field for the period 
covered $3,576.66. 

The depreciation expense included in the cost of service represents the 
application of rates used in the past to the cost of gathering facilities in the 
Lucky field. They are largely based upon the rates allowable for tax purposes. 
Depreciation represents a joint cost as between gas and products and so do 
analogous taxes. The witness did not know the remaining economic life of the 
facilities, nor the age of such facilities. He had made no study of the field 
for the purpose of determining the relationship between the physical life of the 
facilities and the life of the reserves to be produced. He gave no consideration to 
the gas reserves or their remaining life. He was unable to say what the remain- 
ing economic life of the facilities was or the actual reserve for depreciation 
which would be required. The fields have been producing 10 years. The rate of 
depreciation which he employed was 10 percent so that the facilities at that rate 
would have been fully depreciated. No evidence was offered to show the 
amounts which had been received and retained by Hunt for the amortization of 
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the cost of acquiring and installing the dehydration plant although it appears 
that % cent per Mcf was retained for that purpose for some seven years, as 
will more fully appear. 

In determining the amount of federal income taxes the witness made his 
calculation on a return of $29,175.20. Arrived at as set out above the witness 
found the cost of service to be 14.5414¢ per Mcf on the basis of gas “purchased” 
at the June 7, 1954 rate, and 14.8380¢ on the basis of “actual” rates. Those 
figures compare with .143635 cents per Mcf revenue at the actual rate and 
14.6405 cents at the proposed rate. Thus, it would appear that the unit cost 
at the “actual” rates for the period exceeded the rate proposed in this proceed- 
ing by .1975 cents per Mcf. If the adjustments for purchased gas and regu- 
latory expenses are made, the cost of service of 14.5414 cents is only .0991 cents 
per Mcf less than the rate proposed. 

We now reach the question whether the evidence thus presented by the Appli- 
cant has satisfied the burden of proof contemplated by Section 4 (e) of the Act. 

Since we have found, in connection with the determination of the jurisdictional 
issue, that the “sales”, if such they may be, by the producers to Hunt are 
sales subject to the jurisdiction of the Commission, it would follow that such 
producers must comply with the provisions of the Natural Gas Act and the Com- 
mission’s regulations thereunder. Such regulations (Section 154.92 (a)) pro- 
vide that: 


Every independent producer who, on or since June 7, 1954, has engaged 
in the interstate transportation or sale of natural gas subject to the 
jurisdiction of the Commission shall on or before December 1, 1954, file 
with the Commission rate schedules * * * setting forth the terms and condi- 
tions of service and all rates and charges for such transportation or sale 
effective on June 7, 1954. To each such rate schedule there shall be attached 
a statement showing actual billing for a recent month in sufficient detail 
to show how the billing amount is determined. 


As far as this record discloses none of the producers making “sales” to Hunt 
in the Lucky field® have complied with those provisions of the regulations. 
It would seem to follow that the rates allowable to Hunt for gas purchased from 
such producers, while it might be less, could certainly be no more than those in 
effect on June 7, 1954. Consequently, we need not here give consideration, in 
arriving at Hunt’s cost of service, to the cost of purchased gas at rates higher 
than those in effect on that date until such producers have shown to the satisfac- 
tion of this Commission in accordance with the provisions of Section 4 (a) that 
such increases in rates are just and reasonable. No such showing has been made. 

But to achieve the result arrived at by the Applicant, he has added to normal 
costs a cost attributable solely to its action in seeking the increase herein pro- 
posed. It is true that in other proceedings the Commission has allowed appli- 
cants for rate increases an annual amount which would amortize over a period 
of years the total estimated cost of seeking such increase, however, no case 
has been cited in which the amount proposed represents so large a percentage of 
the amount of increase sought. Nor did the applicant’s witness undertake to 
support the amount included for regulatory or rate case expense. 

Since its decision in the Hope case (3 F. P. C. 150, 167), this Commission has 
consistently held that in determining the allowable rate base the actual existing 
depletion and depreciation should be deducted from the actual legitimate cost of 
the property devoted to the public use. Actual existing depletion and depreci- 


® Nebo Oil Company has filed a rate schedule but that company’s interest is not clearly 
defined. 
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ation is defined as the extent to which the service life, that is the economic life, 
of the property has been consumed due to such factors as the exhaustion of the 
natural gas supply, wear, inadequacy and obsolescence.. Annual depletion and 
depreciation measure the economic service life consumed in one year. Actual 
existing depletion and depreciation are the accrued consumption of the utility’s 
economic service life on a specific date. The annual allowance for depletion and 
depreciation must, therefore, be correlated with the actual existing depletion 
and depreciation to avoid injustice to the utility or rate payer. 

Applicant’s witness made no attempt to establish the extent to which the 
service life of the facilities had been consumed, nor did he endeavor to measure 
the economic life of the facilities consumed during the test year. The evidence 
shows that the facilities have been in service for some ten years. If, during that 
period, depreciation had been accrued at the rate claimed for the test year, they 
would now be completely depreciated, or nearly so. Actually, over 50 percent of 
the cost of such facilities remains on Hunt’s books. In order to find that the cost 
of service claimed by the Applicant is valid and allowable, there must be made a 
determination that the reserve for depreciation is approximately equal to the 
reserve requirement. Similarly, it is necessary to find that the amount claimed 
by Hunt for depreciation expense is consistent with the reserve for depreciation 
and is no more than the approximate amount by which the facilities have been 
consumed during the period due to such factors as the exhaustion of the gas 
supply, wear, inadequacy and obsolescence. Those findings cannot be made on 
the record of this proceeding. If the rate of depreciation for the test period were 
reduced from approximately 10 percent to 5 percent as would seem not in- 
appropriate in the light of the history of the facilities, the need for increases 
in rates as herein proposed in order to equal the costs of service would be 
substantially reduced. 

If Applicant’s evidence were accepted at face value, his cost of service, includ- 
ing a 6 percent return, would exceed the amount of revenues received from 
Texas Eastern before the proposed increase. Furthermore, no evidence was 
adduced by the Staff or the intervener to show that Applicant’s cost figures 
were erroneous. Nevertheless, as has already been said, the burden is upon the 
Applicant to persuade this Examiner and the Commission that such costs are 
valid and allowable. Such a showing has not been made. It is concluded, there- 
fore, that without consideration of other matters hereinafter discussed the 
Applicant has not successfully discharged the burden of proof and has failed to 
establish that the increase in rates herein proposed is necessary. 

Actually, however, it is not possible to decide the issues involved in this 
proceeding upon so narrow a basis. 

The testimony is that H. L. Hunt is not the producer of any gas in the Lucky 
Field. The evidence shows that to deliver to Texas Eastern 8,045,405 Mcf 
during the calendar year 1956 required 8,108,940 Mcf of gas and of that amount, 
7,186,215 Mcf was supplied by Placid Oil Company, 797,151 Mcf by Penrod Drill- 
ing Company and 125,574 by Lamar Hunt Trust Estate. 

On the same day on which he executed the contract with Texas Eastern, 
namely August 7, 1947, Hunt entered into three separate, several and identical 
contracts under the provisions of which Hunt agreed to purchase the gas 
which would be needed to supply the requirements of Texas Eastern under his 
contract with the pipe line. Those contracts were with (1) Placid Oil Company, 
(2) Nelson Bunker Hunt Trust Estate, William Herbert Hunt Trust Estate 
and Lamar Hunt Trust Estate (the Trust Estates), and (3) A. G. Hill, Nelson 
Bunker Hunt Trust Estate (of which Ralph B. Shank was Trustee, and A. G. 
Hill was a member of the advisory board), William Herbert Hunt Trust Estate 
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(of which W. B. Beeman was Trustee, and Margaret Hunt Hill was a member of 
the advisory board) and Lamar Hunt Trust Estate (the trustee of which was 
A. G. Hill), a partnership doing business under the firm name and style of 
Penrod Drilling Company (Penrod). These latter contracts recited that for the 
purposes thereof Hunt had installed and would operate the necessary gather- 
ing system, separators, tanks and other devices needed to recover liquid hydro- 
carbons, and a dehydrating plant. The gas from the producers’ several wells 
was to be commingled and that commingled gas was, in turn, to be commingled 
with gas produced from the wells of others in the same field. The point of 
delivery from each well would be at the outlet side of the meter installed by 
Hunt near the wellhead and at that point, the contract stated, the title would 
change. The price to be paid by Hunt to the producers was fixed at 6% cents 
per Mcf, on a pressure base of 16.7 psia. However, the contract provided that 
when the proceeds from one-half cent per Mcf of gas sold by Hunt to Texas 
Eastern should amount to the actual costs incurred by Hunt in acquiring, 
delivering and installing the dehydration plant, the price was to increase to 7 
cents per Mcf. Additional taxes were to be paid by Buyer.1° It was further 
agreed that should the price paid to Hunt by Texas Eastern be increased above 
8 cents per Mcf, the price paid by Hunt to those respective producers would be 
increased accordingly. A “favored nations” clause passing on to the producers in 
these contracts Hunt’s rights as set out in the supplemental contract of August 
7, 1947, between Hunt and Texas Eastern was also contained in the contract 
between Hunt and the producers. 

By letter dated October 9, 1952, Hunt informed Placid that he had accepted 
from Texas Eastern a new schedule of prices beginning with 11.5060¢ per Mcf for 
the period ending October 31, 1952, and increasing each year thereafter up to 
15.4033¢ per Mcf in the 20th year. The letter confirmed another earlier agree- 
ment that “subject to the actual receipt by Buyer [Hunt] of the increase in 
price offered by Texas Eastern as set forth above” Hunt would pay Placid the 
prices last above set out less 1.2500¢ per Mcf. It was agreed that Hunt was 
“entitled to receive and retain said amount of 1.2500¢ per Mcf as consideration 
for Buyer’s services in gathering, metering, accounting [for] and dehydrating 
gas received from Seller [Placid] and delivering the same to Texas Eastern, 
including all services, labor and facilities, other than compression, necessary 
to deliver merchantable gas into the lines of Texas Eastern” in accordance 
with the contract of August 7, 1947 (as amended), between Hunt and the latter. 

The letter agreement of October 9, 1952, also provided that: 


* * * the parties have reconsidered the provisions of said Placid Contract 
with reference to the aforesaid services rendered by Buyer and have agreed 
and do hereby agree that Buyer shall be adequately compensated therefor 
and that the above is a fair and equitable charge for the same under present 
economic conditions; however, it is further agreed that, upon the request of 
either party hereto, but not more than once in any calendar year, the parties 
will in good faith again reconsider such services and the compensation to 
be paid therefor and will enter into negotiations concerning the same, all to 
the end that Buyer shall continue to receive fair and equitable compensa- 
tion for such services whether under the above mentioned schedule of prices 
to be paid by Texas Eastern or any succeeding schedules of prices. 


On October 13, 1952, Placid accepted the proposal contained in the letter of 
October 9, 1952. 


1° In the Hunt-Texas Eastern contract the Buyer had agreed to reimburse Seller for % 
of such additional tax. 
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On October 30, 1952, a similar letter was written to Penrod Drilling Company 
and on November 19, 1952, the terms therein were accepted by Penrod. An 
identical letter was written on October 31, 1952, to the three Hunt Trust estates 
jointly and acceptance thereof was executed by them on November 19, 1952. 

It should be pointed out that no change was made by these or later amend- 
ments to the provisions relating to the amounts to be deducted for the cost of 
installation of the dehydration plant. 

On January 7, 1954, Hunt wrote Placid a letter announcing that he had 
accepted a new schedule of prices offered to be paid by Texas Eastern begin- 
ning with 12.820 cents per Mcf for the year ended November 1, 1952, and increas- 
ing each year up to 16.7173 cents per Mcf in the 20th year. This letter recited 
that subsequent to October 9, 1952, Hunt and Placid had reconsidered the com- 
pensation to be received by Hunt for the performance of the gathering and proc- 
essing operations and they had agreed upon a change in such compensation. It 
went on to provide that: 


* * * subject to the actual receipt by Buyer of the increases in prices 
offered by Texas Eastern Transmission Corporation as set forth in Para- 
graph No. 2 hereof, * * * Buyer agrees to pay Seller a price per Mcf for 
gas delivered to Buyer as provided in said Placid contract equal to the 
schedule as set forth in Paragraph No. 2 hereof, less .7500¢ 11 per Mcf. Buyer 
shall be entitled to receive and retain said amount of .7500¢ per Mcf as 
consideration for Buyer’s services in gathering, metering, accounting and 
dehydrating gas received from Seller and delivering the same to Texas 
Eastern, including all services, labor, and facilities, other than compression 
necessary to deliver merchantable gas to the lines of Texas Eastern Trans- 
mission Corporation in accordance with Gas Purchase contract dated 
August 7, 1947, between H. L. Hunt and Texas Eastern Transmission Cor- 
poration, and any amendments thereto * * *. 


The contract of August 7, 1947, between Hunt and Placid, amended as set out 
above, constituted, for present purposes, the schedule of rates in effect between 
them on June 7, 1954. 

It was not, however, until February 24, 1955, subsequent to the Phillips de- 
cision and the Commission’s series 174 Orders, that letters identical (except as to 
the names of the parties) with that of January 7, 1954, above referred to, were 
written by Hunt to the three Hunt Trust Estates and to Penrod Drilling Com- 
pany. They stated however, that they were in confirmation of verbal agreements 
which were to be effective January 1, 1954. 

It seems clear from the foregoing that as of June 7, 1954, the several agree- 
ments between Hunt and Placid, Hunt and the Hunt Trust Estates, and Hunt 
and Penrod were contracts under which Hunt would pay to the producers the 
amounts actually received by Hunt from Texas Eastern less the amount agreed 
upon between them as fair and equitable charges for Hunt’s services in gathering, 
metering, accounting for, and dehydrating the gas. 

The testimony of one of Hunt’s witnesses was that “When H. L. Hunt col- 
lects a higher rate from Texas Eastern he pays a higher rate to the producers, 
whether it may be subject to refund or not.” Thus, the differential between the 
amount which he would receive from Texas Eastern and the amount which he 
would pay to the producers was expected to remain approximately the same. 
In fact it appears that the amount he would receive would be unchanged. 


11 Actually the figure appearing in the letter was .0075¢ per Mcf. As far as can be 
determined from the evidence, the deduction was thereafter calculated at .7500¢ per Mcf 
which was, the testimony reveals, the correct amount agreed upon. The error was not 
discovered until work was begun in preparatiun for this case. 
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The evidence set out above would then seem to compel the conclusion that 
the contracts between Hunt and the producers in the Lucky field, while appearing 
to be contracts for purchase and sale were, in fact, virtually, if not actually, 
agency agreements under which Hunt was selling the gas to Texas Eastern on 
behalf of the producers with the obligation to pass on to them the amount, but 
only the amount, which Hunt received from Texas Eastern and after the deduc- 
tion therefrom of the amount which the parties should agree constituted fair 
and equitable charges for the gathering, metering, accounting for and dehy- 
drating the gas. It appears from the evidence, too, that in the 5 to 7 years 
intervening between August 7, 1947, and January 9, 1954, the amount of % cent 
per Mcf which Hunt was permitted to deduct until it should equal the cost 
of acquiring and installing the dehydration plant, had, in fact, reached an equiva- 
lent amount. 

In any event, it is clear beyond question that as late as January 1954 Hunt 
had, on the basis of seven years’ actual experience, agreed with the producers 
that a price above .75¢ per Mcf was excessive and that the latter rate was a 
fair and equitable charge for the services which he was rendering at the time. 
There is no evidence that Hunt has complained to the producers that those 
charges were not fair and equitable within the contemplation of the contract nor 
is there any indication that the producers (if they are indeed “free agents’’) 
would agree to such a proposal if such complaint were made. Merely to in- 
crease the amount which Texas Eastern may pay te Hunt under the contract (as 
amended) between him and Texas Eastern would not appreciably increase the 
amount which Hunt would receive since, as has been seen, almost all of it 
would have to be passed on to the producers. And the producers have shown 
no grounds at all upon which they might claim such an increase. Therefore, 
as the record now stands Hunt has shown nothing to indicate that the amount 
which he is receiving for performing the gathering and processing functions is 
less adequate now than it was when he agreed to the reduction from 1.250¢ per 
Mef to .75¢ per Mcf. 

The foregoing discussion presupposes that the contracts between Hunt and 
the producers in the Lucky Field were arrived at in arm’s-length negotiations. 
Staff counsel contends, however, that the Lucky field “purchased gas” contracts 
were not arm’s-length transactions and that under such circumstances it is 
incumbent upon Hunt or the affiliated producers to make as full and complete a 
showing as to the reasonableness of the rates being paid to them by Hunt 
(including the cost of the services rendered) as is required of Applicant by the 
provisions of Section 4 (a) of the Act and the decision of the U. S. Court of 
Appeals for the District of Columbia Circuit in Mississippi River Fuel Corpo- 
ration v. Federal Power Commission, Decided July 8, 1957, modified September 
19, 1957 cert. denied December 16, 1957, 252 F. 2d 619. 

The producers in the Lucky field from whom Hunt receives gas for the purpose 
of satisfying the requirements of Hunt’s contract with Texas Eastern are, 
as we have seen, Placid Oil Company, the three Hunt Trust Estates, and Penrod 
Drilling Company. 

The evidence shows that Placid Oil Company 12 is a corporation of which H. L. 
Hunt was, at the time the contract was executed, the president and the owner of 
5 shares of common stock out of 3,000 shares outstanding. The remainder of 
the stock was then primarily owned by the Nelson Bunker Hunt Trust Estate, 
the Lamar Hunt Trust Estate and the William Herbert Hunt Trust Estate. 

As has already been seen, Penrod Drilling Company is a partnership composed 


12 Placid is said to be the operator of all of the wells in the Lucky fleld except four 
which are operated by the Lamar Hunt Trust Wstate. 
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of A. G. Hill, the Nelson Bunker Hunt Trust Estate, whose Trustee is Ralph B. 
Shank, the William Herbert Hunt Trust Estate, whose Trustee is W. B. Beeman, 
and the Lamar Hunt Trust Estate, whose Trustee is A. G. Hill. 

The three Trust Estates referred to above represent living persons and were 
set up for their benefit. The persons are, as indicated by the titles of the 
Trusts—Nelson Bunker Hunt, Lamar Hunt and William Herbert Hunt all of 
whom are sons of H. L. Hunt the Applicant herein. The evidence does not show 
by whom these trusts were established, but it seems reasonable to assume that 
they were created by their father. A. G. Hill, a partner in Penrod Drilling 
Company, besides being the Trustee of the Lamar Hunt Trust Estate, is the 
husband of Mr. Hunt’s eldest daughter. 

The offices of all of the Hunt “entities” 15 (H. L. Hunt, Hunt Oil Company, 
several trust estates and perhaps others) are at the same address. Certain func- 
tions necessary to carry on the work of the several Hunt entities are combined. 
The payroll department of Hunt Oil Company, for instance, does all of the 
work of that kind for the various trusts and the various members of the Hunt 
family.1* Certain engineering work, also, is done by persons on the payroll of 
Hunt Oil Company, and that company is reimbursed for such services by the 
several “entities”. 

J. E. Hendricks is employed by the Hunt Oil Company as manager of its gas 
department and he also performs “similar duties for other Hunt entities”. 
As has been said, W. B. Beeman is Trustee of the William Herbert Hunt Trust 
Estate. Mr Beeman’s duties are similar to those of Mr. Hendricks in that he 
performs services for more than one of the Hunt “entities”. Mr. Shank, trustee 
of the Nelson Bunker Hunt Estate is an attorney. The law firm with which he 
is associated performs services for the various Hunt “entities”. 

Under the circumstances it is appropriate to inquire into the reality of the 
price increases which, as we have seen, would not be retained by Hunt but 
would be passed on to those who on this record appear to be affiliated pro- 
ducers. To include the increased prices paid to the producers by Hunt 
the Commission must at least determine that such increases had sufficient 
factual economic justification. 

The evidence presented in this proceeding (and it must be remembered that 
there is none other than the Applicant’s) does not disclose a single overt 
instance of control by Hunt over the Hunt entities. Certainly, however, the 
apparently common origin and closeness of operating procedures give rise to 
inferences and presumptions not consistent with complete independence of action 
by each of them. The exact nature of such relationship is peculiarly within 
the knowledge of the Applicant herein, and since such inferences and pre- 
sumptions have arisen the burden rests upon Hunt to dispel them. That burden 
is not discharged by presenting a witness who can only say: 


If there is any domination, I am not aware of it, because each of those 
entities has a manager, and it is to them that I look for any matters pertain- 
ing to those particular entities. I never discuss it with Mr. Hunt. 


Under such circumstances the fact that Hunt has seen fit to pass on to the 
producers the amounts included in Applicant’s cost of service as the cost of 
“purchased gas” does not establish the validity of such costs for the purpose of 
determining the reasonableness of the rates which Hunt receives from Texas 


18 The term used by Applicant’s witness Hendricks. 

14 However, the testimony is that each of the several trusts has its own accounting 
section. 

15 Hunt Oil Company has a contract with H. L. Hunt to purchase from Hunt the 
distillate produced in the Lucky Field. 
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Eastern. Before the “purchased gas” costs can be allowed as valid Hunt costs, 
the Commission must at least determine that they have sufficient factual justi- 
fication. Mississippi River Fuel Corporation v. Federal Power Commission 
(supra). No attempt whatever to make that showing has been made. 
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The evidence presented by the Applicant relevant to Supplement No. 10 to 
Hunt’s Rate Schedule No. 4 is similar in nature to that offered with respect 
to the sales in the Lucky Field. There is, in fact, little difference. 

On August 7, 1947, also, Hunt and Texas Eastern entered into a contract, 
substantially identical with that pertaining to the Lucky Field, under the pro- 
visions of which Hunt agreed to sell to Texas Eastern natural gas for the pur- 
chase of which Hunt had contracts with Placid Oil Company, as operator, in the 
Whelan (Harleton) Field in Harrison County, Texas. The price therein agreed 
upon was also 8 cents per Mcf, plus %ths of any “additional taxes” which might 
be levied. Similarly, on the same date the parties entered into a letter agree- 
ment which stated that if Texas Eastern should establish a schedule of prices 
different from that contained in the initial contract, Hunt would be entitled 
to those prices. And it contained a “favored nations” clause similar to that 
appearing in the Lucky Field agreements. 

By letter dated July 10, 1952, Texas Eastern informed Hunt that it had estab- 
lished a new schedule of rates which “provides for the payment by Texas Eastern 
of twelve and one-half (12.5) cents per Mcf for gas delivered into its pipelines 
commencing November 1, 1952. Thereafter the price increases two mills per 
year commencing on the first day of November of each of the succeeding nineteen 
years. The price remains at sixteen and three-tenths (16.3) cents per Mcf for all 
gas delivered on and after November 1, 1971.” 

Evidence offered by the Applicant is that the contract rates above described 
are the same as those being paid by Texas Eastern to all other producers in the 
area. The witness for the Applicant presented with respect to Hunt’s facilities 
and operations in the Whelan and North Lansing Fields a series of exhibits sim- 
ilar to those which he presented in connection with the sales in the Lucky 
Field. They were prepared in the same way with data procured from the very 
same source. 

That evidence shows that sales to Texas Eastern in those fields for the 12 
months’ period ended December 31, 1956, were 3,201,479 Mcf (at 16.65 psia) from 
which the Applicant derived revenues amounting to $427,357.83. The witness 
testified that had the rates which became effective under bond on April 1, 1957, 
been in effect for the test period, the revenues would have exceeded that amount 
by $4,343.83. The actual revenue received per Mcf was 13.3487 cents, but it would 
have been 13.4844 16 cents had the rates which became effective April 1, 1957, 
been in effect throughout the year 1956. 

Hunt’s books covering operations in the Whelan and North Lansing Fields 
show two classes of property—“Gasoline Plant and Compressors” and “Mains”. 
For the 12 months’ period ended December 31, 1956, the average investment 
in Gasoline Plant and Compressors was $986,364.42 and that in Mains was 
$354,158.36, a combined average of $1,340,522.78. The average of the reserve 
for depreciation of Gasoline Plant and Compressors was $616,157.50 and of 
Mains, $238,111.87 or a total of $854,269.37. Thus, the average net investment in 
the former was shown to be $370,206.92 ancl in the latter $116,046.49, an aggre- 


16 This is a rate of 13.300 cents plus an average tax reimbursement of .1844 cents. 
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gate average of net plant in service of $486,253.41. A rate of return of 6 percent 
applied to the latter amount would indicate a required return of $29,175.20. 

In the contracts between Hunt and the gas producers in the Whelan and 
North Lansing Fields (supra, p. 753) Hunt agreed to construct and operate “a 
gas processing plant of the ordinary gasoline absorption type” for the purpose of 
separating from the gas and processing liquid hydrocarbons which could 
not be effectively separated by means of the well separators. As consideration 
for Hunt’s services in processing the gas delivered to him by the producers Hunt 
was to retain in kind and own forty percent and Sellers were to receive sixty 
percent of such liquids. Sellers had the right to remove their part of the liquids 
from Hunt's storage facilities within five days but upon failure to do so Hunt 
had the right to sell them accounting to the producers for their share of the 
proceeds. The contracts further provided that: 


Buyer, on Seller’s written request, will perform for Seller the same 
leading and blending operations as are performed on Buyer’s own products 
provided Seller agrees to pay the actual cost thereof including the cost of 
chemicals. If Seller and Buyer agree to jointly sell their respective shares 
of the liquid products, Buyer will perform such leading and blending 
operations on Seller’s share for no additional charge, except the actual cost 
of chemicals used. 


A witness for the Applicant testified that the gasoline fractions are low in 
quality and are rather difficult to market; that high quality gasolines are pur- 
chased and a product blended into a salable gasoline. This gasoline is sold 
through jobbers and other marketing outlets through Northeast Texas and the 
fringes of the bordering states of Arkansas and Louisiana. 

No more detailed explanation of the operations of this plant was given. 
However, Applicant’s exhibits included a statement of revenues, expenses and 
net income from that gasoline plant for the calendar year 1956. Revenues from 
premium and other gasoline, kerosene, butane, diesel oil and residual fuel 
amounted to $1,326,212.68. Payments to lease owners amounted to $138,919.80, 
but the cost of distillate, lead and premium and other gasoline purchased for 
blending purposes was shown as $941,861.42. Processing, shipping and loading, 
selling, and marketing costs and ad valorem taxes aggregated $154,242.89. De- 
preciation expense was shown as $88,645.84. These figures result in a net income 
from gasoline plant operations of $2,542.73. It should be pointed out that the 
cost of the gasoline plant facilities or the depreciation reserve accrued thereon 
is not shown. Nor is there shown therein a return on net investment. 

Another of Applicant’s exhibits show an adjusted cost of service for Hunt’s 
operations in the Whelan and North Lansing Fields for the 12 months ended 
December 31, 1956, as follows: 


























Account Actual Adjustment As adjusted 
III idl a cdiiabibinl ceded hainpeincaneiniinnls | $377, 549.01 1 $6, 764. 21 70, 784. 80 
Less: Net income from gasoline plant. ~ | LD Scnctndondatennes iol 2, 542. 73 
Operation and maintenance expense. . } 7, 052. 25 ad 7, 052, 25 
Administrative and general expense..................---|-..----.-- Gan 1, 423. 33 
TINT 55s Sinndiigstbudicantnted ‘ 32, 139. 06 32, 139. 06 
i a 6 asi Sahn hein til ee taal ee 118. 68 118. 68 
NY BUNUN 5 Kits o Seikicd cnbcuncbbbsstudbaceossodd 20, 148. 13 20, 148. 13 
i as gee ene eee I Scie gael 29, 175. 20 
| ae 458, 298. 72 
PURE IRON cok Son eed eae 3 Wi, 470 |... ....- ee oe 3, 201, 479 
Cost of service per MCF.................---..--- cents..| 14, 4820 | hl aicdieinabcanatin } 14. 3152 
! 

















1 Adjusted to reflect payments based upon prices in effect on June 7, 1954, or initial rate when service 
commenced after June 7, 1954. 
2 Regulatory expense. 








































FEDERAL POWER COMMISSION 771 


As so calculated, the “actual cost” of service per Mcf of gas delivered by 
Hunt to Texas Eastern in the Whelan-North Lansing Field is 14.4820 cents 
compared with actual revenues of 13.3487¢ per Mcf. As adjusted, the cost is 
shown as 14.3152¢ per Mcf compared with an adjusted revenue per Mcf of 
13.4844 cents. The latter figure is made up of 18.3 cents per Mcf plus .1844 cents 
per Mcf tax reimbursement, and is the rate requested herein by Applicant. 
It appears, therefore, that as determined by the Applicant the “actual cost of 
service” exceeds the rate presently proposed by 1.1333 cents per Mcf, or some 
$36,000 for the test year. 

But the criticism of the Applicant’s calculation of costs of service for the 
Lucky Field is equally applicable here. The evidence here does not support 
the claim for regulatory expense. Here, too, evidence is wanting as to the actual 
depreciation and depletion existing in the facilities involved, or the reserve 
requirement with respect thereto. Neither is there a showing of the true extent 
to which the economic service life of the facilities was consumed during the test 
period. Here the deficiency is emphasized by the failure to show the reserve 
requirement for the gasoline processing facilities, and the validity of the amount 
charged to operating expenses as Depreciation Expense. In the absence of more 
convincing proof, it cannot be concluded that there should be allowed the sum 
of $89,000 for Depreciation Expense in connection with the gasoline plant 
operations. 

Here, too, a highly important factor in the cost of service is the “Purchased 
Gas” cost. Consequently, it becomes necessary to determine the validity of those 
costs. 

The evidence shows that H. L. Hunt has separate contracts for the purchase 
of gas from the Whelan and the North Lansing Field. However, the gas from 
both fields is commingled and it is sold under one contract as described above 
to Texas Eastern. It shows also, that in the Whelan Field, Hunt has such con- 
tracts with some ten producers and in the North Lansing Field with about the 
same number. There are other working-interest owners in both fields, who have 
not executed contracts with Hunt. This record reveals a contract with Placid 
as operator and one with R. Lacy, Inc., as a producer in the Whelan Field. It 
also contains a contract with Placid Oil Company and others, and one with F. R. 
Jackson and others in the North Lansing Field. 

Applicant’s evidence shows gas purchased during the calendar year 1956 as 
follows: 











| Purchased gas 
Name of seller MCF ‘ 
purchased | 
Cae Actual | Adjusted! 
' 
———_—_  —_— 
Whelan Field: | 
a a eee 941, 686 | $102, 319. 58 | $96, 551. 44 
Stanolind Oi] and Gas Company hciclihquietsieaseivnceabcaeendieel 45, 356 | 4, 907. 02 | 4, 650. 37 
BE BOGE. TEE cn cquncsnsccnghodtnapeeqeesedmisinnn 759, 826 82, 543. 78 90, 607. 73 
N. Lansing Field: 
Placid Oil Company.-....-...---.------------ =| 405, 437 | 42, 354. 81 | 49, 720. 52 
Sinclair Oil & Gas Company--.......-- ecuenas --| 927, 229 119, 684. 30 | 113, 710. 17 
6 We: SR, OR Cia est cnvnctsidatisnwnntidnbatdeis | 121, 945 15, 739. 52 | 15, 544. 57 
3, 201, 479 | 377, 549. 01 370, 748. 80 


1 Adjusted to reflect payments based upon price in effect on June 7, 1954, or initial rate where service 
commenced after June 7, 1954. 


The contract with Placid as operator for gas produced in the Whelan Field 
was also executed on August 7, 1947, and was almost identical with that between 
Hunt and Placid relating to gas produced in the Lucky Field. The price therein 
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agreed upon, however, was 7¢ per Mcf. It provided, too, that when the proceeds 
of one-half cent per Mcf should amount to the actual costs incurred by Buyer 
in acquiring the dehydration plant, the price Hunt would pay Placid would 
increase one-half cent per Mcf. It provided also that should the price received 
by Hunt for gas delivered to Texas Eastern be increased above 8 cents per 
Mcf “then the price to be paid by Buyer for the gas delivered hereunder shall 
be increased accordingly.” 

After receiving from Texas Eastern the letter of July 10, 1952 (supra p. 760), 
Hunt directed a letter to Placid (September 25, 1952) informing the latter 
that Hunt had accepted a new schedule of rates offered by Texas Eastern 
which provided for the payment of 12.5¢ per Mcf for gas commencing November 
1, 1952, increasing 2 mills per Mcf a year to 16.3 cents per Mcf. The letter 
further stated that: 


This letter is to confirm our agreement that subject to the actual receipt by 
Buyer of the increase in price offered by Texas Eastern as set out above, 
and commencing November ist 1952, Buyer agrees to pay Seller 10¢ per Mcf 
for gas delivered to Buyer as provided in said Placid contract. * * * 


In addition, it provided that: 


Unless otherwise changed by renegotiation * * * Buyer shall be entitled to 
receive and retain out of said amount of 12.5¢ per Mcf plus the annual 2 
mills increase * * * as mentioned above, the amount of 2.5¢ per Mcf as 
consideration for Buyer’s services in gathering, metering, accounting, de- 
hydrating and compressing gas received from seller and delivering the 
same to Texas Eastern. 


The contract with Placid and others for gas produced in the North Lansing 
Field was executed on April 1, 1954. It took cognizance of the fact that Texas 
Eastern was then paying Hunt 12.7¢ per Mcf for such gas and that the price 
would increase 2 mills per year each year thereafter. Under this contract Placid 
was to receive 12.2 cents per Mcf currently, thus permitting Hunt to retain % 
cent per Mcf for his services. Thereafter Placid was to receive the same price 
as Hunt received from Texas Eastern less one-half cent per Mcf. 

The contract for the purchase from R. Lacy, Inc., of gas produced in the 
Whelan Field was entered into on October 24, 1955. Its provisions were the same 
as those appearing in the Placid contract last above described, the only difference 
being that the price then payable from Texas Eastern to Hunt was 12.9¢ per Mcf. 

The contract with F. R. Jackson and others for gas produced in the North 
Lansing Field was entered into on September 30th 1955. It, too, was similar te 
the contract between Hunt and Placid. 

The conclusion is here also reached that Hunt had a responsibility to pay to 
the producers only the amounts received by him from Texas Eastern less the 
amounts which he was permitted, under the contracts, to deduct for his services. 
Here, too, whatever increase in rates for gas sold by Hunt to Texas Eastern 
would have to be passed on by him to the producers, and would result in no 
increase in income to Hunt. The producers have made no showing that increases 
in the price of gas to them are just and reasonable. 

Furthermore, the evidence presented by Applicant shows that of the producers 
of gas in the Whelan-North Lansing Fields only Stanolind Oil and Gas Company 
(now Pan American Petroleum Corporation) and Gulf Oil Company have filed 
rate schedules in accordance with the Commission’s regulations under the 
Natural Gas Act. It appears that Stanolind on September 28, 1956, tendered for 
filing a proposed change in rates designated Supplement No. 8 to its Gas 
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Rate Schedule No. 88. That change was suspended by order dated October 30, 
1956 (16 F. P. C. 1135). Similarly, on October 11, 1956 Gulf tendered for filing 
a proposed change in its Gas Rate Schedule No. 18 which was designated Sup- 
plement No. 8 thereto. That proposed change was suspended by order dated 
November 9, 1956. (16 F. P. C. 1220.) 

Those producers, who have failed to comply with the Natural Gas Act and the 
Commission’s regulations thereunder, may not expect increases in rates 
charged by them for gas subject to this Commission’s jurisdiction. Nor can those 
producers whose rates are under suspension be allowed directly or indirectly 
increases in rates without there having first been made a showing of the reason- 
ableness thereof in conformance with Section 4 (e) of the Act. No such showing 
has been made herein. 

It will be seen that a very large portion of the gas which Hunt supplies 
to Texas Eastern in the Whelan-North Lansing area is procured from Placid Oil 
Company and Placid has been found herein to be an affiliate of H. J. Hunt. Be- 
fore the Commission may include the price of this gas in the cost of service of 
H. L. Hunt, it must at least determine that the prices charged by the affiliate 
have a factual economic justification. Mississippi River Fuel Corporation v. Fed- 
eral Power Commission (supra). Again, no such showing has been made herein. 

It must be concluded, therefore, that the Applicant herein, H. L. Hunt, has 
failed to establish by convincing proof the reasonableness of the increases in 
rates which he has proposed in Docket Nos. G—9553, G—11038 and G—11069, or 
either of them. 

FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record in this proceeding, the evidence 
adduced, and the briefs filed, the Presiding Examiner finds and concludes, in 
addition to the findings and conclusions hereinbefore stated, that: 

(1) The transportation and sale by H. L. Hunt to Texas Eastern Transmis- 
sion Corporation of natural gas produced and delivered in the Lucky Field 
in Bienville Parish, Louisiana, and in the Whelan and North Lansing Fields in 
Harrison County, Texas, constitute the transportation and sale of natural gas in 
interstate commerce within the purview of the Natural Gas Act. 

(2) H. L. Hunt, the Applicant herein, is, with respect to the transmission of 
gas and the sale to Texas Eastern Transmission Corporation of such gas pro- 
duced and delivered by Hunt to Texas Eastern as described in Finding (1), a 
natural-gas company within the meaning of the Natural Gas Act. 

(3) The sales of independent producers of natural gas to Hunt in the fields 
described in Finding (1) for the purpose of making deliveries thereof to Texas 
Eastern are sales in interstate commerce within the meaning of the Natural Gas 
Act and such producers, and each of them, are natural-gas companies within 
the meaning of the Act. 

(4) The natural gas referred to in Finding (1) is natural gas subject to 
the jurisdiction of the Federal Power Commission. 

(5) The increases in rates proposed in Supplement No. 6 to H. L. Hunt’s 
F. P. C. Gas Rate Schedule No. 7, Supplement No. 7 to H. L. Hunt’s F. P. C. Gas 
Rate Schedule No. 7, and Supplement No. 10 to H. L. Hunt’s F. P. C. Gas Rate 
Schedule No. 4, are “changes” in rates within the meaning of Section 4 (c) of 
the Act and subject to suspension as provided for therein. 

(6) The orders of the Commission suspending the proposed increases in rates 
described in Finding (5) meet the requirements of section 4 (e) of the Act asa 
statement in writing of its reasons for such suspension. 

(7) The Commission’s suspension order in Docket No. G—11069 was issued 
within the period permitted by the provisions of section 4 (e) of the Act. 
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(8) H. L. Hunt, the Applicant in Docket Nos. G—9553, G-11038 and G—11069, 
has failed to sustain the burden of proof imposed upon him by section 4 (e) of 
the Act. 

(9) The increases in rates described in Finding (5) are found not to be 
reasonable within the meaning of section 4 (e) of the Act. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion as provided in the Commission’s Rules of Practice and Pro- 
cedure, that 

(A) The motion of Staff counsel to dismiss the proceedings in Docket Nos. 
G—9553 and G—11038, and the Motion of the intervener, New York Public 
Service Corporation to dismiss the proceedings in Docket Nos. G—9553, G—11038 
and G—11069 should be, and the same are, granted. 

(B) The increased rates and charges described in Finding (5) should be, and 
the same are, disallowed. 

(C) Within 70 days from the date of issuance of this order H. L. Hunt shall 
refund to Texas Eastern Transmission Corporation the amounts collected under 
the respective bonds or undertakings filed in compliance with the Commission’s 
orders making effective the proposed rate changes, and, in accordance with the 
provisions of such orders and of such bonds. 

(D) Within 90 days from the issuance of this order H. L. Hunt shall report 
to the Commission in writing and under oath the details of the calculations with 
respect to such refunds and the amounts refunded together with releases from 
Texas Eastern Transmission Corporation with respect to such payments. 

Epwarp B. MarsH, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED STATES DEPARTMENT OF THE INTERIOR, 
SOUTHEASTERN POWER ADMINISTRATION 


DOCKET NO. E-6645 
ORDER DISAPPROVING RATE SCHEDULES 
(Issued May 20, 1958) 


Pursuant to the Flood Control Act of 1944 (58 Stat. 887), the Assistant Secre- 
tary of the Interior (Secretary) on behalf of the Southeastern Power Adminis- 
tration (SEPA) on September 15, 1955, submitted for confirmation and approval, 
the rates and charges in a contract, as amended, with the Tennessee Valley 
Authority (TVA) for the sale of the power generated by the Wolf Creek, Dale 
Holiow, and Center Hill Projects (Cumberland Basin Projects). 

SEPA is an agency of the United States established in the Department of the 
Interior to execute the purposes of the Flood Control Act of 1944 (Flood Con- 
trol Act) with respect to the disposition of electric power and energy made 
available to the Secretary from the reservoir projects under the control of the 
Department of the Army (War Department) in the area of West Virginia, 
Virginia, North Carolina, South Carolina, Georgia, Florida, Alabama, Missis- 
sippi, Tennessee and Kentucky. The Wolf Creek, Dale Hollow and Center Hill 
projects are multi-purpose projects located in the Cumberland River basin in 
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southern Kentucky and northern Tennessee, constructed and operated by the 
Army. The total installed capacity of the projects is 459,00 kilowatts and the 
estimated annual output is 1,345,000,000 kilowatt hours. The Secretary through 
SEPA sells the entire output of the projects to TVA pursuant to a contract exe- 
cuted December 8, 1948 and amended July 26, 1955. The contract, as amended, 
together with cost allocations and repayment studies was filed with the Com- 
mission by the Secretary on September 15, 1955, with a request that the Com- 
mission confirm and approve the rates and charges set forth in the contract. 
Additional information was filed by the Secretary on February 20, 1958. Several 
conferences were held between the staffs of the Department of the Interior 
and this Commission between the date of initial submission of the rates and the 
date of receipt of the additional information from the Secretary. These con- 
ferences were held for the purpose of exchange of views and brought forth 
data and information not included in the original submission. 

The estimated annual payments to be received from TVA based on rates and 
charges set forth in the amended contract, will average $3,950,000, which are 
intended to cover interest, amortization of the investment, and expenses for 
operation, maintenance and power marketing. In deriving the annual payments, 
the Secretary used an interest rate of 2 percent per annum and allocated to 
power only the incremental costs of power from the projects. 

Section 5 of the Fiood Control Act of 1944 provides that: 





Electric power and energy generated at reservoir projects under the con- 
trol of the War Department and in the opinion of the Secretary of War 
not required in the operation of such projects shall be delivered to the Secre- 
tary of the Interior, who shall transmit and dispose of such power and 
energy in such manner as to encourage the most widespread use thereof 
at the lowest possible rates to consumers consistent with sound business 
principles, the rate schedules to become effective upon confirmation and 
approval by the Federal Power Commission. Rate schedules shall be drawn 
having regard to the recovery (upon the basis of the application of such rate 
schedules to the capacity of the electric facilities of the projects) of the cost 
of producing and transmitting such electric energy, including the amortiza- 


tion of the capital investment allocated to power over a reasonable period 
of years. * * * 


In carrying out the Commission’s function of confirming and approving 
rate schedules prepared by the Secretary, the Commission must determine that 
the rate schedules devised by the Secretary are based on an application of alloca- 
tion methods, which when applied to the proposed operation will return the 
costs as contemplated by Congress. 

The costs of Federal water resources development projects for the purpose of 
allocation of costs are usually classified into two major categories—incre- 
mental and joint costs. The incremental cost for each purpose is the difference 
between the cost of the multi-purpose program or project and the cost of the 
program or project with that particular purpose omitted. Incremental costs 
include more than the direct or specific costs of physically identifiable services 
serving only one purpose, because they include all added costs of increased size 
of structures and changes in design for a particular purpose over that required 
for all other purposes. The joint cost is the difference between the cost of the 
multi-purpose program or project as a whole and the total of the incremental 
costs of all program or project. purposes. 

The allocation of costs of Federal projects to particular purposes served 
should be consistent with the degree to which Congress has clearly accepted 
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Federal responsibility for each particular purpose. The incremental method of 
cost allocation allocates the incremental costs to their respective purposes and 
the total joint cost to one basic purpose which is considered the principal 
or basic function of the project. 

The incremental method of cost allocation is appropriate where one or more 
features such as power are added to a project subsequent to the original 
or initial authorization and completion of construction of its primary features, 
without a Congressional reauthorization of the project incorporating such added 
features having intervened. On the other hand, if projects based upon multiple- 
purpose planning, as in this instance, are authorized for flood control, but before 
completion of these flood control features electric power generating facilities are 
added pursuant to Congressional enactments carrying appropriations expressly 
for the construction of such power features, then in addition to the incremental 
costs an assigned amount of the joint costs should be included in the costs allo- 
cated to power. 

In determining whether the Secretary’s use of the incremental method is justi- 
fied, it is necessary in this matter to review the legislative history of the projects 
in order to determine whether Congress intended the projects to be constructed 
as single-purpose flood control or as multi-purpose projects. 

The Flood Control Act of 1938, 52 Stat. 1215, wherein Congress “adopted and 
authorized” the Cumberland Basin Projects as part of the works of improve- 
ment within the Ohio River Basin, incorporated by reference and approved for 
“initiation and partial accomplishment” the general comprehensive plan for 
flood control and other purposes in the Ohio River Basin, as set forth in “Flood 
Control Committee Document No. 1, 75th Cong., 1st sess.” This Document, dated 
April 6, 1937, was an emergency report dealing with flood control features, but 
actually it supplemented previous studies which covered other features such as 
navigation and power. The basic documents were House Document No. 306, 74th 
Cong., 1st sess., dated April 14, 1935, and House Document No. 38, 73d Cong., 1st 
sess., dated April 27, 1933. These Army Corps of Engineers reports constituted a 
general plan for improvement of the Ohio River Basin for all purposes, including 
water power, and they must be weighed in connection with other facts and cir- 
cumstances in considering the overall character of the authorization of these 
projects. It appears that power was included as one of the purposes of the 
Wolf Creek, Dale Hollow, and Center Hill projects from their inception and 
throughout the planning stages. 

Examination of various appropriation laws passed after 1938 discloses that 
little, if any, funds were made available for actual full scale construction of the 
Wolf Creek, Center Hill, and Dale Hollow projects even for flood control pur- 
poses prior to 1941. In fact no substantial progress toward construction of these 
projects was made until December 17, 1941, when the necessary funds were 
appropriated to expedite construction primarily for the purpose of furnishing 
a source of electric power vital to the national defense effort. 

The report submitted on December 3, 1941, by the House Appropriations Com- 
mittee on the Third Supplemental National Defense Appropriation Bill, 1942,! 
discloses that the sum of $3,100,000 was recommended for continuation of the 

Wolf Creek multiple flood-control and power project as part of a concerted 
effort to provide an adequate power supply for the National Defense Production 
Program. The report submitted on December 11, 1941, by the Senate Appropria- 
tions Committee on this legislation 2 indicates that the sum of $4,000,000, was 
included for construction of the Center Hill and Dale Hollow projects. 


1H. Rept. 1470, 77th Cong., 1st sess., p. 33. 
2S. Rept. 894, 77th Cong., ist sess., p. 6. 
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General Thomas M. Robins, Assistant to the Chief of Engineers, U. 8. Army, 
testified on November 12, 1941,3 that the Wolf Creek dam then under con- 
struction on the Cumberland River was “both a flood control and a power project, 
a multiple-purpose ; one of the best power projects in that part of the country.” 
He further stated that the legislation then under consideration would provide 
about $49,000,000, of the $54,000,000, total expected cost of the dam and that 
“it has a very valuable flood-control storage and a very valuable power feature” 
with an ultimate installed capacity of 250,000 kilowatts which will produce 
780,000,000 kilowatt-hours annually. Funds in the amount of $2,500,000, had 
already been allotted for the construction of the Wolf Creek Reservoir project. 

On December 8, 1941, General Reybold, Chief of Engineers, U. 8S. Army, at the 
hearings on the Third Supplemental National Defense Appropriations Bill, 1942,5 
recommended early construction of both the Center Hill and Dale Hollow 
projects upon the basis of the then existing market for power. 

The above-discussed acts of Congress can reasonably be construed as con- 
stituting an initial authorization of the Wolf Creek, Center Hill, and Dale Hollow 
projects primarily for the multiple-purpose uses for flood control and generation 
of electric power. Both of these purposes, as we have seen, were included in 
initial plans for multiple-purpose development of the Cumberland River. The 
Flood Control Act of 1938 provided for the construction of urgently needed flood 
control features and deferred power for future legislative action. Complementing 
the 1988 Act, subsequent enactments, notably the Third Supplemental National 
Defense Appropriation Act in 1941 and the Flood Control Act of 1946, consistent 
with the original or basic plan of development, provided for timely construction 
of vitally needed power facilities. 

Our study of the legislative history of the Flood Control Act of 1938 and sub- 
sequent related laws reveals that Congress always intended that these projects 
be multi-purpose (both power and flood control) and therefore the cost to be 
used as the basis for rate schedules should include an allocated portion of the 
joint costs rather than the incremental costs only as used by the Secretary. 

We now consider whether or not the Secretary is justified in using a 2% inter- 
est rate in order to meet the requirements of Section 5 of the Flood Control Act 
of 1944. 

In 1945, the Commission used an interest rate of 2%% in connection with 
Federal projects to compute interest during construction and annual financial 
requirements of the Bonneville Project. Under the Bonneville Act, the Com- 
mission was authorized to determine the investment costs (including develop- 
ment costs) allocable to power. Interest during construction was an integral 
part of such costs. It was determined that the proper rate of interest to be used 
should be based on the interest paid by the Government on Treasury Bonds 
(long-term debt) during the construction period of the Bonneville project. At 
that time (1945) such rate of interest was 242%. Since then, that rate of inter- 
est has been used by the Commission in determining the cost of service of all 
Federal projects over which it has a responsibility for approval of rate schedules. 
The Secretary of the Interior, as marketing agent for Bonneville power, accepted 
the 2%% rate of interest for the Bonneville project and has since used that rate 
in determining the cost to be returned by all Federal projects under his juris- 


® Hearings before the Subcommittee of the House Appropriations Committee on the 
Third Supplemental National Defense Appropriation Bill for 1942, 75th Cong., 1st sess., 
p. 413. 

4 Ibid, p. 406. 
5 Hearings before the Senate Committee on Appropriations, 75th Cong., 1st sess., p. 86. 
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diction, the rate schedules for which must be approved by the Commission, except 
for the Cumberland River Projects involved in this proceeding. 

The Secretary has not questioned that the rate of interest on long-term govern- 
ment bonds during the construction of the three projects involved in the subject 
filing was about 242%; but bases his support of the use of the lower rate sub- 
stantially on the President’s budget message of January 3, 1947, and on the fact 
that TVA paid no more than 2% on its bonds sold to and held by the Treasury 
as authorized under the TVA Act. 

The President, in the above message, recommended that government corpo- 
rations which had been paying interest during the war period at the rate of 
1% should start paying at a rate based on the average of long and short-term 
borrowing by the Treasury, which at that time was about 1.8%. SEPA and other 
marketing agencies for Federal power are not government corporations referred 
to in the President’s message and were never authorized to reduce their rate of 
interest to 1%. It is not readily conceivable, therefore, why SEPA, alone of the 
marketing agencies and only in this specific instance, should be singled out to 
be included among those agencies specified by the President to use a rate 
of 1.8%. 

With respect to the interest rate paid by TVA, it should be noted that, except 
during the past few years, the rate of interest paid by TVA on its bonds was 
unrelated to the rates specified in the bond issues. At the time the 2% rate was 
agreed upon by SEPA and TVA, the latter had $56,500,000, in bonds outstand- 
ing. These bonds consisted of four issues varying in terms from 12 to 30 years, 
and the rates of interest specified in the issues varied from 1.75 to 24%42%, re- 
spectively. During the negotiating period, TVA paid interest at the rate of 1% 
on its bonds, and it was not until August 15, 1949, that the rate was increased to 
2%. From August 15, 1949 to August 15, 1953, (except for one year), the rate 
remained at 2%, at which time it was increased to 2% and 244%, which were 
the rates specified in the issues then outstanding. Therefore, it appears that 
prior to August 15, 1953, and especially at the time the proposed 2% rate of 
interest was negotiated, TVA’s interest charges on its bonds was at a rate less 
than the rate under which the bonds were sold. It should also be noted that the 
rate of interest specified in TVA’s longest term bonds was 24%2% and that rate 
was paid on those bonds from August 1953, until their retirement in August 1955. 

It therefore appears that the Secretary’s use of a 2% interest rate has not 
been justified. 

In view of the foregoing, the Commission finds that the rate schedules based 
on the incremental allocation of costs and an interest charge of only 2% on the 
unamortized investment will not return the cost of these projects pursuant to the 
requirements of Section 5 of the Flood Control Act of 1944. 


The Commission orders: 


The rates and charges contained in the contract with the Tennessee Valley 
Authority for the sale of power generated at the Wolf Creek, Dale Hollow, and 
Center Hill projects, submitted by the Assistant Secretary of the Interior on 
behalf of the Southeastern Power Administration, all as described above, are 
hereby disapproved. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


MINNESOTA POWER AND LIGHT COMPANY, PROJECT NO. 346 
ORDER APPROVING REVISED PROJECT EXHIBITS 
(Issued May 20, 1958) 


Application was filed October 11, 1957 by Minnesota Power and Light Com- 
pany, licensee for major Project No. 346, for Commission approval and inclusion 
in the license for the project of revised Exhibit K maps (F. P. C. Nos. 346-8, —9, 
and -10) showing changes and additions in the lands, flowage and seepage 
rights acquired by the licensee during the period June 1, 1927 to December 31, 
1950 for the operation of the project. The application authorized the Commis- 
sion to revise the exhibit tracings now on file with the Commission. 


The Commission finds: 


The above-described revised Exhibit K maps conform to the Commission’s 
rules and regulations and should be approved as part of the license for the 
project. 


The Commission orders: 


The above-described revised Exhibit K maps are approved as part of the 
license for Project No. 346. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE MONTANA POWER COMPANY, PROJECT NO. 1225 
ORDER AMENDING LICENSE (TRANSMISSION LINE) 
(Issued May 20, 1958) 


Application was filed August 28, 1957 by The Montana Power Company, 
licensee for transmission-line Project No. 1225, for amendment of its license for 
the project to exclude therefrom the following described transmission facilities 
occupying lands of the United States within and outside the Helena and Lewis 
and Clark (formerly Jefferson) National Forests, Montana: 

(1) A 100,000-volt transmission line with telephone circuit extending approxi- 
mately 54 miles in a southeasterly direction from the East Helena Switching 
Station in the SE% Sec. 26, T. 10 N., R. 3 W., Montana Principal Meridian, to the 
Josephine substation of the Chicago, Milwaukee, St. Paul and Pacific Railroad in 
the SW% Sec. 34, T. 5 N., R. 5 E., Montana Principal Meridian ; 

(2) An 11,500-volt transmission line extending approximately 3 miles in a 
southwesterly direction from a point on the East Helena-Josephine Line in the 
NE% Sec. 13, T. 8 N., R. 1 W., Montana Principal Meridian, to East Pacific mine 
in the SW% Sec. 26 of the same township; 

(3) A 2,200-volt distribution circuit designated Belt Creek Ranger Station— 
Neihart Power Line not described in the liecnse but shown on Exhibit K 
(F. P. C. No. 1225-6) now part of the license as extending from station 508 + 
67.7 to angle 7. This distribution circuit is on the poles of the project telephone 
line extending from applicant’s Rainbow switching station to the Two Dot sub- 
station of the Chicago, Milwaukee, St. Paul and Pacific Railroad, which tele- 
phone line is to remain under the license. 
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According to the application for amendment, the Townsend to Josephine sec- 
tion of the line described in sub-paragraph (1) above has been dismantled and 
was removed from Government lands several years ago and no lands of the 
United States are affected by the remaining section of the line from East Helena 
to Townsend. The Chief, Forest Service, in letter dated January 29, 1958, advises 
that the land of the United States formerly occupied by the dismantled section 
of the line has been restored to a condition satisfactory to the Service. In the 
absence of a specific date for such restoration, we are, for the purposes of this 
order, considering December 31, 1954 as the date of such actual restoration. 

Filed with the application for amendment, were copies of Forest Service permit 
dated August 31, 1953 with charges commencing July 1, 1953, and of Interior De- 
partment permit (Serial No. Montana—013155) dated and apparently effective 
August 24, 1954, authorizing occupancy of lands of the United States by the 
line described in sub-paragraph (2) above, and of Forest Service permit effec- 
tive March 22, 1955, with charges commencing January 1, 1955, authorizing 
occupancy of lands of the United States by the line described in sub-paragraph 
(3) above. 

In order to effect the amendment, it will be necessary, as hereinafter provided, 
to: (a) revise the description of the project works under Article 1 of the 
license; (b) eliminate from the license Exhibit K (F. P. C. Nos. 1225-1 and —17) 
showing respectively the lines described in sub-paragraphs (1) and (2) above; 
(c) revise Exhibit K (F. P. C. No. 1225-6) to reflect the exclusion from the 
project of the line described in sub-paragraph (3) above; (d) revise Exhibit M 
to reflect the elimination from the project of the facilities to be excluded there- 
from; and (e) adjust the annual charges assessed under the license for the pur- 
pose of recompensing the United States for the occupancy by the transmission 
facilities of its lands. 


The Commission finds: 


(1) The transmission facilities described in sub-paragraphs (1), (2) and (3) 
above are not parts of a project within the meaning of Section 3 (11) of the 
Federal Power Act, and, therefore, are not within the licensing authority of 
the Commission. 

(2) The license, amended as hereinafter provided, will not interfere or be 
inconsistent with the purposes for which the National Forests involved were 
created or acquired, and will not alter any of the basic facts upon which the 
license was issued. 

(3) The adjusted amount of annual charges to be paid under the license as 
amended for the project for the purpose of recompensing the United States for 
the use, occupancy, and enjoyment of its lands is reasonable as hereinafter fixed 
and specified. 

(4) Exhibit K (F. P. C. No. 1225-6), revised to reflect the exclusion from the 
project of the line described in sub-paragraph (3) above, and Exhibit M, revised 
to reflect the exclusion from the project of the facilities to be excluded there- 
from, conform to the Commission’s rules and regulations and should be approved 
as part of the license for the project and Exhibit K (F. P. C. Nos. 1225-1 and 
-17) now part of the license should be eliminated therefrom—both as herein- 
after provided. 


The Commission orders: 


(A) The revised exhibits described in finding (4) above as conforming to the 
Commission’s rules and regulations are approved as part of the license for 
Project No. 1225 and Exhibit K (F. P. C. Nos. 1225-1 and -17) referred to in 
the same finding is eliminated from the license for the project. 
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(B) The license for Project No. 1225—which was issued effective as of 
February 5, 1937 to The Montana Power Company—is amended to provide: 
(1) for exclusion therefrom of the Josephine Line-East Pacific Mine Line over 
national forest lands effective as of July 1, 1953, and over lands of the United 
States outside of the national forests effective as of August 24, 1954, and the 
East Helena-Josephine Line and the Belt Creek Ranger Station—Neihart Power 
Line effective as of January 1, 1955; and (2) to adjust the annual charges to 
be paid under the license for the purpose of recompensing the United States for 
the use, occupancy, and enjoyment of its lands; said amendment being: 

PARAGRAPH I. Article 1 of the license is amended to read as follows: 

Article 1. The project covered by and subject to this license is located in the 
Deerlodge, Helena, and Lewis and Clark (formerly Jefferson) National Forests 
and consists of— 

Lands of the United States constituting the project area and such portions 
of the following constructed project works as are located thereon: 

(1) A 100,000-volt transmission line and a parallel telephone-pole line extend- 
ing approximately 105 miles in a southeasterly direction from the Rainbow 
switching station in the NW‘% of Sec. 35, T. 21 N., R. 4 E., M. P. M., to the 
Two Dot substation of the Chicago, Milwaukee, St. Paul and Pacific Railroad 
in the NE% of Sec. 27, T. 8 N., R. 13 E., M. P. M.; 

(2) A 100,000-volt transmission line and a parallel telephone-pole line extend- 
ing approximately 141 miles in a southewesterly direction from the Rainbow 
switching station to the Anaconda substation of the applicant in the NE% of 
Sec. 12, T. 4 N., RB. 1 W., M. P. Ms 

(3) A 100,000-volt double steel-tower transmission line and a parallel tele- 
phone line extending approximately 126 miles in a southwesterly direction via 
East Helena to the Butte substation of the applicant in the SW% of Sec. 7, 
S3N; het We we 2. es 


which project area and project works are more specifically shown and described 
by certain exhibits which formed part of the application for license and which 
are designated and described as: 

Exhibit K—General and detail maps and plans: 

Two sheets (F. P. C. Nos. 1225-2 and -3) entitled “Great Falls—Deer Lodge 
Pole Lines, Transmission & Telephone Lines Crossing Forest,” and signed Sep- 
tember 13, 1932, by F. M. Kerr, Vice President & General Manager; 

Six sheets (F. P. C. Nos. 1225-4 to -—9, inclusive) entitled “Great Falls—Two 
Dot Pole Line Crossing National Forest Lands,” and signed September 13, 1932, 
by F. M. Kerr, Vice President & General Manager. (F. P. C. No. 1225-6) revised 
to note the removal of the Belt Creek Ranger Station—Neihart Power Line. 

Seven sheets (F. P. C. No. 1225-10 to —16, inclusive) entitled “Rainbow— 
Butte Steel Tower Line, Power Transmission and Telephone Lines,” and signed 
September 13, 1932, by F. M. Kerr, Vice President & General Manager. 

Exhibit M—A typewritten document covering a general description of trans- 
mission and telephone lines supplemented by prints of drawings Nos. 12479-F, 
12580—A, 21425-F, and 9528-F showing details of construction; said document 
consisting of—two sheets signed by F. M. Kerr, Vice President & General Man- 
ager, and received in the office of the Commission on October 19, 1933; two 
sheets signed by F. M. Kerr, Vice President & General Manager, and received 
in the office of the Commission on February 12, 1934; 
together with all other structures, equipment, or facilities used or useful in the 
maintenance and operation of the project and located upon the project area, 
and in consideration of this license and the benefits and advantages accruing 
hereunder to the Licensee, it is expressly agreed by the Licensee that the project 
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above described shall be subject to all the terms and conditions of this license. 

PARAGRAPH II. Article 13 of the license is amended to read as follows: 

Article 18. The Licensee shall pay to the United States the following annual 
charges: 

(a) For the purpose of reimbursing the United States for the costs of 
administration of Part I of the Act, $10.00; and 

(b) For the purpose of recompensing the United States for the use, occu- 
pancy, and enjoyment of its lands $298.47 for the period February 5, 1937 
through June 30, 1953, $293.99 for the period July 1, 1953 through August 23, 
1954, $292.14 for the period August 24, 1954 through December 31, 1954, and 
$263.61 for each calendar year thereafter. 

PARAGRAPH III. This amendment in the manner set out above shall not 
operate to alter or amend the license in any other respect and shall not in any 
way constitute a waiver of any other part, provision or condition of the license. 

(C) This order shall become final thirty (30) days from the date of its 
issuance unless application for rehearing shall be filed as provided in Section 
813 (a) of the Federal Power Act, and failure to file such an application shall 
constitute acceptance of this amendment of license. In acknowledgment of the 
acceptance of this amendment of license, this instrument shall be signed for the 
licensee and returned to the Commission within sixty (60) days from the date 
of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THD NATIONAL PROCESSING COMPANY, PROJECT NO. 2220 
ORDER ISSUING PRELIMINARY PERMIT 
(Issued May 20, 1958) 


Application was filed September 4, 1956, as supplemented January 13, 1958, by 
The National Processing Company (Applicant), of Arkansas City, Kansas, for a 
preliminary permit under Section 4 (f) of the Federal Power Act for proposed 
Project No. 2220 to be located on Fremont Creek, Long Lake, and Fremont Lake, 
in Sublette County, Wyoming, affecting lands of the United States within the 
Bridger National Forest and the Bridger Wilderness Area. 

As described in the application, as supplemented, the proposed project would 
consist of a tunnel approximately 5,000 feet long extending from the west end 
of Long Lake to a powerhouse with a capacity of 2,000 to 2,500 kw at the head of 
Fremont Lake, operating under an average head of about 530 feet. The surface 
of Long Lake is to be maintained at its natural level. The transmission of power 
will be by a cable under the surface of Fremont Lake. 

The power to be developed by the proposed project will be fed into the Lincoln 
Service Corporation power line extending through Sublette County to Pinedale, 
Wyoming. 

The Assistant Chief of Civil Works, Office of the Chief of Engineers, Depart- 
ment of the Army, in commenting on the application, stated that navigation and 
flood control activities of the Chief of Engineers would not be affected by the pro- 
posed project and that therefore no objection is made to granting the permit. 

The Chief, Forest Service, acting for the Secretary of Agriculture, who has 
supervision over the Bridger National Forest and the Bridger Wilderness Area, 
in commenting on the application, initially recommended against the issuance of 
a preliminary permit for the propect. Subsequently the Applicant proposed cer- 
tain modifications to the project plans. The Chief, Forest Service, thereupon sug- 
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gested that a preliminary permit, if issued, take cognizance of such modifications, 
as hereinabove provided in the description of the project, and stated that the 
previous recommendation against issuance of a permit is withdrawn if certain 
conditions for the protection of fish and wildlife resources and for alleviation of 
damage to national forest resources are included in the permit as hereinafter 
provided. 

The Acting Secretary of the Interior, in commenting on the application, re- 
quested, if a permit is granted, that a certain condition in the interest of fish and 
wildlife resources be included in the permit as hereinafter provided. 

The Governor, the Board of Equalization and Public Service Commission, the 
Game and Fish Commission, and the State Planning and Water Conservation 
Board, all of the State of Wyoming, were notified of the filing of the applica- 
tion. The Game and Fish Commission requested that due consideration be given 
for the protection of the fisheries in the affected area as hereinafter provided. 

No construction is authorized under this preliminary permit. The permit 
merely gives permittee, during the period of the permit, the right to priority 
of application for license while the permittee undertakes the necessary studies 
and examinations, including the preparation of maps and plans, in order to 
determine the economic feasibility of the proposed project, the means of secur- 
ing the necessary financial arrangements for construction, the market for the 
project power, and all other information necessary for inclusion in an appli- 
eation for license, should one be filed. 


The Commission finds: 


(1) The Applicant is a partnership composed of Frank Arthur Webb and 
Frank Raymond Webb, who are citizens of the United States. 

(2) Public notice of the application has been given as required by the Fed- 
eral Power Act. No conflicting application is before the Commission. 

(3) The proposed project will not affect any Government dam, and no reason 
is apparent at this time for development of the proposed project by the United 
States. 

(4) The proposed project wili affect lands of the United States. 


The Commission orders: 


(A) This preliminary permit is issued to The National Processing Company 
(hereinafter referred to as the Permittee) for a period of 24 months, effective 
as of May 1, 1958, for the sole purpose of maintaining priority of application 
for license for Project No. 2220, affecting lands of the United States within the 
Bridger National Forest and the Bridger Wilderness Area, subject to the terms 
and conditions of the Federal Power Act, which is hereby incorporated by refer- 
ence as a part of this permit, and subject to such rules and regulations as the 
Commission has issued or prescribed under the provisions of the Act. 

(B) This permit is also subject to the terms and conditions set forth in Form 
P-1, entitled “Terms and Conditions of Preliminary Permit” (16 F. P. C. 1303— 
1305), which terms and conditions (designated as Articles 1 through 8) are 
attached hereto and made a part hereof, and further subject to the following 
special conditions set forth herein as additional articles: 

Article 9. The Permittee shall submit at the close of each six-month period 
from the effective date of the Preliminary Permit to the Regional Engineer, 
Federal Power Commission, San Francisco, California, having supervision over 
the project, or such other officer as the Commission may designate, accurate 
statements of the work accomplished during the period and of the work con- 
templated under the Preliminary Permit for the ensuing period. 
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Article 10. The permittee shall, during the period of this permit, cooperate 
with the Wyoming Game and Fish Commission, the United States Forest 
Service, and the United States Fish and Wildlife Service in order that adequate 
provisions may be made in project planning for the protection of the fish and 
wildlife resources of the affected area. 

Article 11. The Permittee shall, prior to undertaking any investigation work 
under this permit on national forest lands, consult with the Regional Forester, 
United States Forest Service, Ogden, Utah, as to reasonable requirements rela- 
tive to operations, field surveys, and explorations, and shall abide by such 
requirements; and shall cooperate with the United States Forest Service during 
the period of this permit to develop a plan for alleviation of damage to and 
achieving maximum utilization of national forest resources insofar as affected 
by the proposed project. 

(C) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this preliminary permit. In acknowledgment of the acceptance of 
this preliminary permit, it shall be signed for the Permittee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


SOUTH GEORGIA NATURAL GAS COMPANY, DOCKET NO. G—13550 


ORDER DENYING MOTIONS TO REJECT PROPOSED INCREASED RATE FILINGS AND 
DENYING MOTIONS FOR IMMEDIATE HEARING 


(Issued May 21, 1958) 


On September 23, 1957, South Georgia Natural Gas Company (South Georgia) 
tendered for filing proposed revised tariff sheets to provide increased rates 
and charges for sales of natural gas for resale, which would increase its 
jurisdictional sales revenues approximately $305,000 annually, or 26.2%. The 
proposed increased rates and charges were based in part upon an estimated 
increased cost of gas purchased from Southern Natural Gas Company (Southern 
Natural) as proposed by that company and made subject to hearing and re- 
fund in Docket No. G—13258. Thereafter, Southern Natural, following negotia- 
tions with its customers, proposed settlement rates reflecting a lesser increase 
in revenues. These rates were permitted to take effect, subject to refund as to 
South Georgia, as of April 16, 1958. Thereupon, South Georgia tendered for 
filing on May 5, 1958, proposed substitute revised tariff sheets reflecting the reduc- 
tion in its purchased gas cost estimate and proposing the lesser increased rates 
for wholesales of gas to increase its revenues approximately $158,000 annually, 
or 13.5 percent. 

Motions to reject the proposed increased rate filings of South Georgia were 
filed by the Gas Section of the Georgia Municipal Association (Municipal) on 
February 27, 1958, by Atlanta Gas Light Company (Atlanta) on February 28, 
1958, by the Public Service Commission of Georgia on March 3, 1958, and by 
Crisp County, Georgia, and Crisp County Power Commission (Crisp County) 
on April 14, 1958. South Georgia filed one answer to the first three motions on 
March 20, 1958, and an answer to the latter motion on April 28, 1958. Following 
South Georgia’s aforementioned tendered substitute filing, comments received 
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from interested parties thereon reiterate the opposition and positions taken in 
these motions. 

These four motions are essentially similar. Assuming, without conceding, 
that the overall cost of service, rate base, rate of return, at 6%%, per year, 
and test period are all correct as claimed by South Georgia, and that the full 
amount of Southern Natural’s proposed increased rates and charges become 
effective; the movants contend that, nevertheless, South Georgia is not entitled 
to any increase in rates. This position is based upon the contention that costs 
properly allocated to jurisdictional sales according to principles established by 
the Commission would be substantially less than the revenues produced by such 
sales under South Georgia’s rates as in effect during the test period, ending 
July 31, 1957. Thus, they further contend that the present rates of South 
Georgia are too high and no increase should be allowed. The movants also 
contend, therefore, that South Georgia’s proposed increased rates and charges 
and supporting statements show on their face that it will be unable to carry 
the burden of proof that any portion of the increased rates will be just and 
reasonable. 

In support of its proposed increased rates and charges, South Georgia claims 
it is entitled to a jurisdictional cost of service allocated by utilizing three con- 
tinuous days of maximum firm deliveries and six days (not continuous) of 
complete curtailment, rather than utilize an average of three continuous days 
of total system maximum deliveries during the winter months, as movants 
contend it should have done, pursuant to Section 154.63, Statement I of the 
Regulations under the Natural Gas Act. 

We are unable to agree, however, with the movants’ contentions that South 
Georgia’s rate increase filings fail to comply with the provisions of Section 
154.63 of the Commission’s Regulations. Statement I of that section of the 
Regulations does not specify the type of allocation that shall be made, but does 
require that the methods and procedures used in allocating the costs shall be 
set forth in such detail as to readily disclose the principles and steps followed. 
It also requires that a statement be included showing the jurisdictional and 
non-jurisdictional sales on three continuous days of maximum transmission sys- 
tem deliveries during the six winter months. This South Georgia has done; and 
it, therefore, appears to have met filing requirements of the Regulations in this 
regard. 

The movants’ contentions are, consequently, reduced to the assertion that 
South Georgia will be unable to discharge the burden of proof imposed by 
Section 4 (e) of the Act. Under these circumstances, there is no basis for a 
finding that South Georgia’s proposed increased rate filings should be rejected 
without a hearing. Nor does it appear that that is what the movants seek. 
The burden of the four motions, rather, seems to be directed toward securing 
an immediate hearing in the nature of a show cause proceeding. 

In support of its motion, Municipal states that its members are in a perilous 
position as a result of South Georgia’s proposed rate increase to them. It states 
that they are all new gas systems with scarcely more than two years operations 
and have been able to attract, as yet, only from 65 to 70 percent of the estimated 
potential number of new customers needed for the financial stability of the 
member systems. Municipal contends that the proposed rate increase herein will 
threaten their ability to attract the balance of the needed customers who would 
otherwise be anticipated to attach to their systems this year. In addition, both 
the City of Thomasville, Georgia, and Crisp County state that they have large 
investments in gas-fired thermal electric installations which depend upon the 
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closely competitive fuel price relationship between natural gas and other 
available fuels. These gas-fired installations, they state, will be seriously 
threatened by the proposed increased rates of South Georgia. 

We conclude, however, that these considerations are typical of those often 
heard in the regular course of hearings before this Commission. Although they 
indicate a desire and possibly a need on the part of movants for early decision 
on the merits of this case, they do not, in our judgment, merit a granting of 
preference and precedence over other rate increase proceedings. 


The Commission finds: 


Good cause has not been shown for granting the aforementioned motions for 
rejection of South Georgia’s proposed increased rates and charges, and for an 


immediate hearing for such purpose, and each of said motions should be denied 
in all respects. 


The Commission orders: 


The aforementioned motions are each hereby denied. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


NATURAL GAS PIPELINE COMPANY OF AMERICA, DOCKET NO. 
G-—13950 


ORDER PERMITTING SUBSTITUTE RATE FILINGS AND MAKING EFFECTIVE PROPOSED RATE 
CHANGES UPON FILING OF UNDERTAKING TO ASSURE REFUND OF EXCESS CHARGES 


(Issued May 21, 1958) 


By order issued December 20, 1957, the Commission suspended and deferred 
the use of certain proposed revised tariff sheets tendered on November 21, 1957, 
by Natural Gas Pipeline Company of America (Natural)! until May 22, 1958, 
and until such further time as the revised tariff sheets might be made effective 
in the manner prescribed by the Natural Gas Act. The revised tariff sheets 
contemplated an increase in Natural’s jurisdictional rates and charges of ap- 
proximately $6,438,000 annually, or 11.4%.2 

Subsequently, on April 1, 1958, Natural submitted a request for special per- 
mission to file and make effective, as of May 1, 1958, certain revised tariff 
sheets to supersede as of that date the increased rates and charges under 
suspension in this proceeding. The proposed revised tariff sheets were designated 
Sixth Revised Sheets Nos. 1, 1—-A, and Second Revised Sheet No. 2; First Re- 
vised Sheet No. 4, Fifth Revised Sheets Nos. 5, 6, and Third Revised Sheet No. 
7 (Rate Schedule CD-1) ; Original Sheets Nos. 7—A, 7—B, 7-C, and 7-D (Rate 
Schedule CD-2); Original Sheets Nos. 7—-E, 7-F, and 7-G (Rate Schedule 


1 Fifth Revised Sheets Nos. 5 and 6, Third Revised Sheet No. 7, and Second Revised 
Sheet No. 8, to its F. P. C. Gas Tariff, First Revised Volume No. 1. 

2 Based on sales for the year ended August 31, 1957, as adjusted. The proposed annual 
increase was in addition to amounts presently being collected at the rate of about 
$5,366,000 annually since August 11, 1957, and about $10,060,000 annually since March 
2, 1955, subject to undertakings to assure refund of excess charges, in Docket Nos. 
G-12157 and G-3123, respectively. The proceeding in Docket No. G-3123 has been sub- 
mitted for decision. No hearing has been held in Docket No. G-12157. Natural, on April 1, 
1958, filed a motion to present a settlement agreement arrived at with its customers with 
respect to the rates involved in the two proceedings to the Commission for approval. The 
matter is pending. 
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G-1) ; and Second Revised Sheet No. 8 (Rate Schedule I-1).3 Accompanying 
these tenders was Natural’s agreement to funnel down to its seventeen juris- 
dictional customers any moneys recovered from three of Natural’s suppliers as 
a result of pending rate proceedings,* and to change proposed rate levels to 
reflect the resulting deductions to its cost of service. By the tenders Natural 
proposed an annual increase of $1,747,200 in its jurisdictional rates in sub- 
stitution for the $6,438,000 annual increase heretofore suspended, a reduction 
of $4,691,000 annually or 73%. This filing was conditioned upon our acceptance 
of such lower increased rates and charges as of May 1, 1958, as proposed, with- 
out suspension, and conditioned upon termination of this proceeding. 

Disinclined to act upon Natural’s tenders, as so conditioned, prior to receipt 
of recommendations from our staff in matters of this kind and being advised 
that the staff would require some time to make the necessary investigation of 
the books and records of Natural, we decided not to take action upon the 
application for special permission pending completion of the investigation. 

Thereafter, on May 14, 1958, Natural filed a revision to its April 1 tenders 
requesting now, pursuant to Section 154.66 of our regulations under the Natural 
Gas Act (18 C. F. R. 154.66), that such tenders be substituted for the several 
rate changes ordered suspended in this proceeding, subject to the condition that 
any suspension of the lower rate changes tendered be not extended beyond 
May 22, 1958. Concurrently Natural, in accordance with the provisions of Section 
4 (e) of the Natural Gas Act, filed the statutory motion that the above-described 
tariff sheets be made effective as of May 22, 1958, subject to an undertaking to 
assure refund of excess charges. 

Subject to the foregoing requests, and only in the event that Natural be 
permitted to make the lower rate changes effective as proposed Natural seeks 
permission to withdraw the tariff sheets and changes in its F. P. C. Gas Tariff, 
First Revised Volume No. 1, as filed on November 21, 1957, and as heretofore 
suspended. 

Previously, on April 21, 1958, and May 5, 1958, Natural tendered for filing 
new executed service agreements with its seventeen jurisdictional customers 
providing for the sale and purchase of natural gas at the rates and under the 
rate schedules specified in the April 1 tenders. The new revised agreements 
provide (a) new rate schedules for three customers and establish (b) new 
and higher contract demands for its other customers in accordance with a 
temporary authorization granted Natural in Docket Nos. G—9966, et al.5 

Additionally, Natural, on May 1, 1958, tendered First Revised Sheet No. 27 
to its F. P. C. Gas Tariff, First Revised Volume No. 1 (being an index of the 
size of the First Block of Daily Contract Quantity), proposed to be effective on 


3’ Prior to the April 1, 1958, tenders, Natural’s tariff contained sheets relating to natural 
gas sold under Rate Schedules CD-1 and I-1 to its 17 jurisdictional customers. The April 
tenders contain, in addition, new Rate Schedules CD-2 and G-1. Three of Natural’s 
customers formerly purchasing gas under the old schedules now propose to buy gas under 
the new schedules. The April 1 tenders, thus, provide changes in rates and charges and 
rate schedules within the meaning of Section 4 (e) of the Gas Act. 

* Colorado Interstate Gas Co., Docket Nos. G-2260, G-2576, G-11717 and G-13451; 
Dorchester Corp., Docket No. G-6505; and Teras Illinois Natural Gas Pipeline Co., Docket 
No. G-13951 

5 Filed on April 21: City of Nebraska City, Nebraska, Ruth Fuel Co., and Wilson Gas 
Company, which now propose to purchase natural gas under new schedules. Filed on 
May 5: Allied Gas Co., Central Illinois Electric and Gas Co., Illinois Power Co., Interstate 
Power Co., Iowa Electric Light and Power Co., lowa-Illinois Gas and Electric Co., Iowa 
Power and Light Co., Iowa Southern Utilities Co., Northern Illinois Gas Co., Northern 
Indiana Public Service Co., North Shore Gas Co., Princeton Gas Service Co., The Peoples 
Gas Light and Coke Co., and Wisconsin Southern Gas Co., Inc., which will continue to 
purchase natural gas under the old schedules. 
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May 1, 1958.6 The foregoing revised tariff sheet shows the billing determinants 
for each of Natural’s customers for the periods May through October and 
November through April, respectively, upon which to compute the monthly 
demand charges for Natural’s so-called First Block of its CD rate schedules. 

This filing is an outgrowth of our grant in the proceedings in Docket Nos. 
G-—9966, et al. of temporary authority on December 12, 1957, to Natural to 
deliver and sell an additional 37,215 Mcf per day of natural gas to existing 
customers. As a result Natural entered into temporary agreements with its 
customers with respect to this amount, which agreements terminated on May 1, 
1958.7 We accepted these temporary service agreements for filing on February 
7, 1958, effective as of December 23, 1957. 

To replace the terminated agreements, Natural, on May 5, 1958, tendered 
fourteen new executed service agreements with its Rate Schedule CD-1 cus- 
tomers, requesting waiver of the thirty-day notice required under Section 4 (d) 
of the Natural Gas Act and Section 154.22 of our regulations thereunder (18 
C. F. R. 154.22) to permit such agreements to be effective as of May 1, 1958.8 
Good cause has been shown for the Commission to waive the notice require- 
ments to permit the new service agreements to become effective as proposed. 

However, these agreements provide that if the temporary authorization 
granted to Natural in Docket Nos. G—9966, et al., is terminated by the Com- 
mission or is superseded by other authorization requiring an allocation of gas 
in quantities different from those described for the summer-winter periods, 
the contract quantities will revert to the lower volumes heretofore in effect. 
The proviso renders indefinite the length of time that the greater volumes 
will be delivered. The public interest will be served if this proviso is eliminated 
upon the occurrence of any of the contingencies referred to therein, and we 
shall provide that Natural be required to file new agreements with its CD-1 
customers so affected. 

The proceeding instituted by our suspension order issued December 20, 1957, 
in this proceeding has not been concluded, nor has a decision been rendered 
therein. 

In support of the motion to place the changes in gas tariff in effect subject 
to an undertaking, Natural stresses that the changes embodied in the tenders 
are, as put by it, “consent” rates and, in its view, not subject to the uncertainties 
created by the decision in Memphis Light Gas and Water Division v. F. P. C., 
250 F. 2d 402 (C. A. D. C.; certiorari granted 355 U. S. 938). In consequence, 
Natural urges that the reasons we found a bond or equivalent assurance 
respecting refunds essential in Hl Paso Natural Gas Co., Docket No. G—12948, 
18 F. P. C. 838, are lacking here. It states that the public will be adequately 
protected by Natural executing and filing with the Commission its corporate 
undertaking, in a form heretofore required prior to Memphis, to make refunds 
of excess charges found not to be justified. 


® This was originally tendered by Natural’s letter of April 28, 1958, but was resubmitted 
to correct for a misstatement of issuance date. 

7 Natural asserts that it chose this termination date because Natural hoped by that time 
a permanent certificate would have issued. The agreements also provided reduced contract 
demands in the summer to permit Natural to take compressor units out of service in 
rotation for the purpose of overhauling. 

8 The executed service agreements with the three customers now proposing to take under 
new rate schedules will become effective, by operation of law, on May 22, 1958. Natural 
had requested an effective date of May 1, 1958, or such later date as the substitute tenders 
are made effective. In any event, such new agreements could not take effect prior to the 
*ffective date of the April 1 tenders as resubmitted. 
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The Commission finds: 


(1) Special permission should be granted for the filing by Natural of the 
revised and original tariff sheets tendered for filing on April 1, 1958 (as 
resubmitted on May 14, 1958) as requested, and all subject to the terms and 
conditions of the order issued December 20, 1957, in this proceeding; and 
special permission should be granted for the withdrawal of the revised tariff 
sheets tendered on November 21, 1957, and suspended herein. 

(2) Good cause exists and has been shown that the 30-day notice period 
provided in Section 4 (d) of the Natural Gas Act and Section 154.22 of the 
Commission’s regulations thereunder be waived with respect to the fourteen 
new executed service agreements tendered by Natural on May 5, 1958, and with 
respect to First Revised Sheet No. 27 to its F. P. C. Gas Tariff, First Revised 
Volume No. 1; that each of such executed service agreements and the revised 
tariff sheet be accepted for filing; and that they be allowed to become effective 
May 1, 1958, as proposed, Provided, however, that in the event any of the 
contingencies contemplated in the proviso to Article I of the aforesaid executed 
service agreements tendered May 5, 1958, should occur that National should be 
required to renegotiate new service agreements with such customers to eliminate 
such proviso and to make definite the maximum daily contract quantity and the 
term thereof thereafter to be in force. 

(3) It is necessary and proper in carrying out the provisions of the Natural 
Gas Act that Natural file an undertaking as hereinafter ordered and condi- 
tioned. 


The Commission orders: 


(A) Natural is hereby permitted to file Sixth Revised Sheets Nos. 1, 1-A, 
Second Revised Sheet No. 2, First Revised Sheet No. 4, Fifth Revised Sheets 
Nos. 5, 6, Third Revised Sheet No. 7, Original Sheets Nos. 7—-A, 7—B, 7—C, 7—D, 
7-E, 7-F, 7-G, and Second Revised Sheet No. 8 to its F. P. C. Gas Tariff, First 
Revised Volume No. 1, tendered for filing on April 1, 1958, as resubmitted on 
May 14, 1958, to supersede Fifth Revised Sheets Nos. 5, 6, Third Revised Sheet 
No. 7, and Second Revised Sheet No. 8 to the aforesaid gas tariff, tendered on 
November 21, 1957, and suspended by order issued herein on December 20, 
1957, all subject to the terms and conditions of the aforesaid order of December 
20, 1957. Concurrently herewith, Natural is hereby permitted to withdraw the 
revised tariff sheets heretofore suspended by such order of December 20, 1957. 

(B) Each of the new fourteen executed service agreements tendered by 
Natural on May 5, 1958, and First Revised Sheet No. 27 to Natural’s F. P. C. 
Gas Tariff, First Revised Volume No. 1, tendered on May 1, 1958, are hereby 
accepted for filing and the 30-day notice requirement provided in the Natural 
Gas Act and Section 154.22 of the Commission’s regulations thereunder is 
hereby waived with respect thereto, and they are permitted to become effective, 
as requested, on May 1, 1958; Provided, however, that in the event any of the 
contingencies contemplated in the proviso of Article I of the aforesaid executed 
service agreements should occur, Natural shall forthwith renegotiate new 
service agreements with such customers and shall forthwith file with the Com- 
mission new executed service agreements to eliminate the proviso and to make 
definite the maximum daily contract quantity and the term thereof to be there- 
after in force. 

(C) The issuance of this order shall constitute full notice of the filings and 
publication of the filings in question insofar as their effective dates are con- 
cerned. 
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(D) Nothing contained in this order shall be construed as a waiver of the 
requirements of Section 7 of the Natural Gas Act, nor shall it be construed as 
constituting approval by this Commission of any service, rate, charge, or 
classification, or any rule, regulation, or practice affecting such service or 
rate; nor shall this order be deemed as recognition of any claimed contractual 
right or obligation affecting or relating to such service or rate. 

(E) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by this Commission in any proceeding now 
pending or hereinafter instituted by or against Natural. 

(F) Upon execution by Natural of the agreement and undertaking described 
in paragraph (H) below, and acceptance thereof, evidenced by a letter addressed 
to Natural by the Secretary of the Commission, the rates, charges, classifica- 
tions, and services set forth in Sixth Revised Sheets Nos. 1, 1-A, Second Revised 
Sheet No. 2, First Revised Sheet No. 4, Fifth Revised Sheets Nos. 5, 6, Third 
Revised Sheet No. 7, Original Sheets Nos. 7-A, 7-B, 7-C, 7-—D, 7-E, 7-F, 
7-G, and Second Revised Sheet No. 8 to Natural’s F. P. C. Gas Tariff, First 
Revised Volume No. 1, tendered on April 1, 1958, and resubmitted on May 14, 
1958, shall be effective as of May 22, 1958, subject to further order of the 
Commission in this proceeding. 

(G) Natural shall refund at such times and in such manner as may be 
required by final order of the Commission, the portion of the increased rates 
found by the Commission in this proceeding not justified, together with interest 
thereon at the rate of six percent per annum from the date of payment to 
Natural until refunded; shall bear all costs of any such refunding; shall keep 
accurate accounts in detail of all amounts received by reason of the increased 
rates or charges effective as of May 22, 1958, for each billing period, specifying 
by whom and in whose behalf such amounts were paid; and shall report 
(original and four copies), in writing and under oath, to the Commission 
monthly for each billing period, and for each purchaser the billing determinants 
of natural gas sales to such purchasers, and the revenues resulting therefrom, 
as computed under the rates in effect immediately prior to May 22, 1958, and 
under the rates and charges allowed by this order to become effective, together 
with the differences in the revenues so computed. 

(H) As a condition of this order, within 15 days from the date of issuance 
thereof, Natural shall execute and file with the Secretary of this Commission 
its written agreement and undertaking to comply with the terms of paragraph 
(G) hereof, signed by a responsible officer of the corporation, evidenced by 
proper authority from the Board of Directors, and accompanied by a certificate 
showing service of copies thereof upon all purchasers under the rate schedules 
involved, as follows: 


Agreement and Undertaking of Natural Gas Pipeline Company of America 
to Comply with the Terms and Conditions of Paragraph (G) of Federal 
Power Commission’s Order Making Effective Proposed Rate Changes. 

In conformity with the requirements of the order issued ............. , 1958, 
in Docket No. G—13950, Natural Gas Pipeline Company of America hereby 
agrees and undertakes to comply with the terms and conditions of paragraph 
(G) of said order, and has caused this agreement and undertaking to be 
executed and sealed in its name by its officers, thereupon duly authorized in 
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accordance with the terms of the resolution of its Board of Directors, a 
certified copy of which is appended hereto this .. day of .......... , 1958. 


NATURAL GAS PIPELINE COMPANY OF AMERICA 
Attest: 


Secretary. 


(I) If Natural shall, in conformity with the terms and conditions of para- 
graph (G) of this order, make the refunds as may be required by order of the 
Commission, the undertaking shall be discharged, otherwise it shall remain in 
full force and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, ET AL., 
DOCKET NO. G-14179 ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE 
AND NECESSITY* 


(Issued May 21, 1958) 


On January 6, 1958, Texas Illinois Natural Gas Pipeline Company (Texas 
Illinois), a Delaware corporation, having its principal place of business in 
Chicago, Illinois, filed in Docket No. G—14179 an application for a certificate of 
public convenience and necessity, pursuant to Section 7 of the Natural Gas Act, 
authorizing the construction and operation of a 3-inch tap on its existing 26- 
inch main transmission pipeline in Wharton County, Texas, and approximately 
1% miles of 4-inch lateral supply pipepline to extend from point of connection 
with the aforesaid proposed tap to a proposed meter station to be installed by 
Texas Illinois in the Menefee Field in Wharton County, Texas, in order to pur- 
chase and receive natural gas produced in said field by John F. Anderson, et al., 
subject to the jurisdiction of the Commission, and as more fully described in the 
application. 

oJ of + *- ~ * 

The proposals of Texas Illinois in Docket No. G—14179, and John F. Anderson, 
et al., in Docket No. G—14145 will enable Texas Illinois to purchase and receive 
additional volumes of natural gas for its system requirements. The estimated 
cost of Texas Illinois’ proposed facilities is $38,700, and will be defrayed by 
Texas Illinois from funds on hand. 

The gas supply which will become available by the operation of the proposed 
facilities is reasonably adequate to justify the construction of the proposed 
facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 7, 1958, respecting the matters involved in and the issues presented by the 
applications. No appearances other than staff counsel were entered upon the 
record and no evidence offered in opposition to the granting of the applications. 
Staff counsel moved orally at the hearing that the intermediate decision pro- 
cedure be omitted and the Commission render a decision herein pursuant to Sec- 
tion 1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


*Omitted portion of this order relate to the issuance of independent producer 
certificates. 
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The Commission finds: 


(1) Texas Illinois is a Delaware corporation with its principal place of busi- 
ness in Chicago, Illinois. It owns and operates a natural gas transmission sys- 
tem in several states, and is engaged in the transportation und sale of natural 
gas in interstate commerce for resale for ultimate public consumption, subject 
to the jurisdiction of the Commission, and is, therefore, a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission. 

* * ~ * * 7 

(3) The facilities of Texas Illinois proposed to be constructed and operated 
for the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, will be an integral part of its existing 
pipeline system, and will, therefore, be subject to the requirements of Sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(4) Texas Illinois is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, and 


the requirements, rules and regulations of the Commission thereunder. 
* * * + * * o 


(7) The construction and operation of the facilities proposed by Texas IIli- 
nois, and the sale of natural gas by Producer Applicants, together with the con- 
struction and operation of any facilities subject to the jurisdiction of the Com- 
mission necessary therefor, are required by the public convenience and necessity, 
and certificates therefor should be issued as hereinafter ordered and conditioned. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of the said Rules. 

(9) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (1), (ce) (8), (ce) (4) and (e) of 
Section 157.20 of the Commission’s Rules and Regulations, including the Rules 
of Practice and Procedure (18 C. F. R. 157.20) should attach to the issuance of 
the certificate to Texas Illinois, and to the exercise of the rights granted there- 
under, and that the time within which construction of facilities authorized 
by this order shall be completed and said facilities placed in actual operation 
should be fixed at 6 months from the date on which this order issues. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued Texas Illinois in Docket No. G—14179 authorizing Texas Illinois to con- 
struct and operate the facilities hereinbefore described, all as more fully 
described in the application in this proceeding, for the transportation of natural 
gas in interstate commerce as therein set forth, upon the terms and conditions 
of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ce) (1), (ce) (8), (ce) (4) and (e) of Section 157.20 of the Commission’s Gen- 
eral Rules and Regulations, including Rules of Practice and Procedure, shall 
attach to the issuance of the certificate granted in paragraph (A) hereof, and to 
the exercise of the rights thereunder. 
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(C) The time within which the facilities hereby authorized in Docket No. 
G—14179 shall be constructed and placed in actual operation as provided by para- 
graph (b) of Section 157.20 of the Commission’s Rules of Practice and Pro- 


cedure is hereby fixed at 6 months from the date on which this order issues. 
. * * * © 7 . 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G—14464 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued May 21, 1958) 


El Paso Natural Gas Company, Applicant, a Delaware corporation with its 
principal place of business in El Paso, Texas, filed an application on February 
10, 1958, for a certificate of public convenience and necessity pursuant to Sec- 
tion 7 of the Natural Gas Act, as hereinafter described and all as more fully 
represented in the application. 

Applicant seeks authority to construct and operate certain natural gas facili- 
ties for the sale for resale of additional volumes of natural gas to: 

(1) Lea County Gas Company for resale to Mr. M. L. Terry and Mr. R. L. 
Stovins, in Luna County, New Mexico. The proposed new facilities required for 
this sale are two main line taps on El Paso’s existing 12-inch system in Luna 
County, New Mexico. 

(2) Lea County Gas Company for resale to the Salt Flats Farming area in 
Hudspeth County, Texas. For this sale, Applicant proposes to construct and 
operate a main line tap on its existing 16-inch line in Hudspeth County, Texas. 

(3) Southern Union Gas Company for resale to Wingate Indian Village and 
The Coal Mine School, in McKinley County, New Mexico; and to the McKinley 
County School Board and the U. S. Bureau of Indian Affairs near Tohatchi, in 
McKinley County, New Mexico. To effect this sale, El Paso proposes to con- 
struct and operate a total of three main line taps on its existing 30-inch Permian- 
San Juan Line and its 24-inch San Juan-Topock main line. 

(4) Arizona Public Service Company for resale in a farming area of Cochise 
County, Arizona. The proposed new facility required for this sale is a main line 
tap on Applicant’s existing 12-inch system, near Rodeo, Cochise County, Arizona. 

(5) Pioneer Natural Gas Company for resale in a farming area of Yoakum 
County, Texas. For this delivery, El Paso proposes to construct and operate a 
main line tap on its existing 30-inch Permian-San Juan line, near Denver City, 
in Yoakum County, Texas. 

Applicant states that such gas will be used for both residential and irrigation 
purposes to replace more expensive fuels, such as butane, fuel oil and wood, 
which are presently utilized. 

The estimated natural gas requirements in connection with the proposal 
herein are as follows: 
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Requirements in Mef at 14.73 psia 












































Customer First year Second year Third year 
—————_— | | 
Annual | Peak day| Annual | Peak day} Annual | Peak day 
Lea County Gas Co.: | 
Mr. M. L. Terry 14 2, 500 33 2, 500 33 
Mr. R. L. Stovins.-.--- 19 3, 400 19 3, 400 | 19 
Salt Flats farming area- 105 | 18, 700 | 139 | 23, 400 | 172 
138 | 24, 600 191 | 29,300 | 224 
Southern Union Gas Co.: | | ——— 
Wingate Indian Village. _...........-. | 7,000 40 8, 000 50 10, 000 60 
SS SS | 6, 400 44 6, 400 44 | 6, 400 44 
McKinley County School Board and 
U. S. Bureau of Indian Affairs..--. 24, 000 142 24, 000 142 | 26,000 | 146 
ONAN dee ee a castes | 37,400 | 226 | 38, 400 236 | 42, 400 | 250 
Arizona Public Service Co.: 
Farming area-Cochise County- .--.-.- | 15,000 158 19, 000 197 20, 000 206 
Pioneer Natural Gas Co.: | 
Farming area-Yoakum County-..--..- | 36,360 | 408 39, 432 | 426 42, 504 445 
iiehand abe 5 | 107,360 | 930 | 121,432 | 1,050 134,204 | 1, 125 





The volumes of gas which El Paso proposes to sell are relatively small and 
will not affect its gas supply significantly. 

Applicant states that necessary distribution facilities will be constructed by 
the customer companies or the individual consumers and estimates the total 
eapital cost of its proposed facilities at $2,200, which will be financed out of 
current working funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 12, 1958, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the applica- 
tion has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation, with its principal place of business in 
El Paso, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale of natural 
gas in interstate commerce as an integral part of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject to 
the requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities and the sales of natural 
gas as proposed by Applicant are required by the public convenience and necessity 
and a certificate therefor should be issued. 

(4) The sales of natural gas authorized herein, should be made pursuant to 
Applicant’s presently effective Rate Schedules A-2, A-3, B-3, D-1, D-2, D-3 
and X-1 of its F. P. C. Gas Tariff Original Volume No. 1, as proposed, or any 
effective superseding rate schedules to such tariff applicable to such sales. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (3), (4) and (e) of Sec- 
tion 157.20 of the Commission’s General Rules and Regulations, including the 
Rules of Practice and Procedure, should attach to the issuance of the certificate 
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referred to in paragraph (4) above, and to the exercise of the rights granted 
thereunder, and that the time within which construction of facilities authorized 
by this order should be completed and said facilities placed in actual operation 
should be fixed at one year from the date on which this order issues. 

(6) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the proposed facilities 
as hereinbefore described, all as more fully described in the application in this 
proceeding, upon the terms and conditions of this order. 

(B) The sales of natural gas authorized herein shal be made pursuant to 
Applicant’s presently effective Rate Schedules A-2, A-3, B-3, D-1, D-2, D-3 
and X-1 of its F. P. C. Gas Tariff Original Volume No. 1, as proposed, or any 
effective superseding rate schedules to such tariff applicable to such sales. 

(C) The general terms and conditions set forth in paragraphs (a), (b), (c), 
(1), (3), (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exer- 
cise of the rights thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at one year from the 
date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRUNKLINE GAS COMPANY, DOCKET NO. G—14704 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued May 21, 1958) 


Trunkline Gas Company (Applicant), a Delaware corporation, with its princi- 
pal place of business in Houston, Texas, filed an application on March 19, 1958, 
for a certificate of public convenience and necessity, pursuant to Section 7 of 
the Natural Gas Act, authorizing the construction and operation of natural gas 
facilities as hereinafter described, subject to the jurisdiction of the Commission, 
all as more fully represented in the application. 

Applicant seeks authority to construct and operate two 24-inch pipelines 
crossing the Red River in Rapides Parish, Louisiana, near Alexandria, Louisi- 
ana. The proposed river crossing is in addition to the two existing river cross- 
ings consisting of two 24-inch lines authorized in Docket No. G—882 and two 
12-inch lines authorized in Docket No. G-13300. 
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The application states that the proposed facilities are necessary to provide 
additional protection against interruption of service to Applicant’s customers in 
case the existing river crossing pipe lines are damaged by floods on the Red 
River, as occurred in the summer of 1957. As a result of this flood and the 
scouring actions of the water, one of the 24-inch lines then constituting the only 
river crossing, was ruptured, requiring it to be taken out of operation tem- 
porarily; as a consequence thereof Applicant applied for and was granted 
authorization in Docket No. G—13300 to construct and operate two 12-inch lines 
at another and safer location somewhat down-stream from the original 24-inch 
line crossing. The present application states that from continued studies Appli- 
cant concludes that there is still a possibility of interruption of service due to 
damage to some or all of the existing river crossings. It therefore proposes 
herein to construct another crossing of two 24-inch lines at another location a 
little further down-stream from the 12-inch crossings. Applicant states that this 
new location is considered to be “relatively quite safe for a considerable period 
of time”. 

The proposed new 24-inch crossings of the Red River west of Alexandria in 
Rapides Parish, Louisiana, will each be approximately 5,240 feet long and 
will extend 300 feet on the land side of the levees with 6,380 feet of 26 inch line 
connecting the crossing to the main system on the south side of the river and 
2,860 feet of 26 inch line connecting the crossing to the main system on the 
north side of the river. 

The total estimated capital cost of the proposed facilities is $1,750,000 and will 
be financed out of funds on hand. 

The proposal involves no question of gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 12, 1958, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the applica- 
tion has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation, with its principal place of business 
in Houston, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation and sale of natural 
gas in interstate commerce as an integral part of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject 
to the requirements of subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued. 

(4) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the re- 
quirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1) (3) (4) and (e) of Sec- 
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Rules of Practice and Procedure, should attach to the issuance of the certificate 
referred to in paragraph 3 above, and to the exercise of the rights granted 
thereunder, and that the time within which construction of facilities author- 
ized by this order should be completed and said facilities should be placed in 
actual operation should be fixed at 10 months from the date on which this 
order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and not 
having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same 
hereby is issued authorizing Applicant to construct and operate the proposed 
facilities as hereinbefore described, all as more fully described in the application 
in this proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(1) (8) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, shall attach to the issuance of the certificate granted in paragraph 
(A) hereof, and to the exercise of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at 10 months from the 
date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


MAINE PUBLIC SERVICE COMPANY AND FRASER PAPER, LIMITED 
DOCKET NO. E-6413 


ORDER TERMINATING AUTHORIZATION TO MAINTAIN PERMANENT 
CONNECTION FOR EMERGENCY USE ONLY 


(Issued May 22, 1958) 


The Commission by order issued April 4, 1952, in the above docket, authorized 
Maine Public Service Company (Maine Company) and Fraser Paper, Limited 
(Fraser) to maintain and use a permanent interconnection for emergency use 
only between the facilities of Maine Company and of Fraser at Madawaska, 
Maine, pursuant to the provisions of Section 202 (d) of the Federal Power 
Act, for the purpose of alleviating shortages of electric energy on Maine 
Company’s system in the event of breakdowns or other causes creating critical 
power shortages. It appeared that a portion of the energy generated by Fraser 
and received by Maine Company over the interconnection might, during periods 
of emergency, be transmitted by Maine Company to its subsidiary in Canada. 

Maine Company is a corporation organized and existing under the laws of the 
State of Maine, with its principal place of business at Presque Isle, Maine, and 
is engaged in the electric utility business in the northeastern part of that State. 
Fraser is a corporation organized and existing under the laws of the Province 
of New Brunswick, Dominion of Canada, and is authorized to do business in the 
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State of Maine, with its principal place of business at Madawaska, Maine. 
Fraser is a non-utility engaged in the manufacture of paper and in connection 
therewith owns and operates a steam electric generating station at Madawaska. 

Maine Company by application filed October 21, 1957, stated, among other 
things, that Maine Company, in accordance with authority granted to it by 
the Commission pursuant to Section 202 (e) of the Act, transmits electric energy 
from the State of Maine into Canada and also imports into that State energy 
generated in Canada; that no energy generated by Maine Company in the State 
of Maine and transmitted from that State across the international boundary 
into Canada is thereafter transmitted into any other State and no energy gen- 
erated in Canada and transmitted across the international boundary and de- 
livered to Maine Company in the State of Maine is thereafter transmitted 
into any other State; and that by virtue of the foregoing, and particularly since 
the effective date of Public Law 210, 88rd Congress, 1st Session, approved August 
7, 1953, 67 Stat. 461, which amended Section 202 of the Act by adding sub- 
section (f) thereto, the maintenance and use of the connection between the 
facilities of Fraser and of Maine Company authorized by the Commission’s 
aforementioned order, whether for emergency purposes or otherwise, will not 
make either Fraser or Maine Company a public utility as defined in Section 
201 (e) of the Act and therefore approval of the interconnection by the Com- 
mission serves no useful purpose. Maine Company requests that the Com- 
mission terminate its order referred to above. 


The Commission finds: 


(1) The ownership or operation of facilities by Maine Company, a Maine 
corporation, for the transmission or saJe at wholesale of electric energy which 
is (a) generated within the State of Maine and transmitted from that State 
across the international boundary and not thereafter transmitted into any other 
State, or (b) generated in Canada and transmitted across the international 
boundary into the State of Maine and not thereafter transmitted into any other 
State, does not, by virtue of Section 202 (f) of the Federal Power Act, make 
Maine Company a public utility subject to regulation as such under other 
provisions of Part II of the Act. 

(2) The ownership or operation of facilities by Fraser, a Canadian corpora- 
tion, for the transmission or sale at wholesale of electric energy which is (a) gen- 
erated within the State of Maine and transmitted from that State across the 
international boundary and not thereafter transmitted into any other State, 
or (b) generated in Canada and transmitted across the international boundary 
into the State of Maine and not thereafter transmitted into any other State, 
does not, by virtue of Section 202 (f) of the Federal Power Act, make Fraser a 
public utility subject to regulation as such under other provisions of Part II of 
the Act. 

(3) Inasmuch as the above-mentioned authorization is no longer required pur- 
suant to the provisions of the Federal Power Act, it is appropriate that the 
authorization should now be terminated. 


The Commission orders: 


The authorization heretofore granted to Maine Company and Fraser to main- 
tain and use a permanent interconnection for emergency use only, as referred 
to above, hereby is terminated. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 


Frederick Stueck, William R. Connole and Arthur Kline. 


THE MANUFACTURERS LIGHT AND HEAT COMPANY 
DOCKET NO. G—11619 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF 
PUBLIC CONVENIENCE AND NECESSITY 


(Issued May 22, 1958) 


On March 21, 1958, The Manufacturers Light and Heat Company (Petitioner) 
filed a petition praying that the Commission amend its order of August 19, 
1957 herein, 18 F. P. C. 186, issuing a certificate of public convenience and 
necessity authorizing certain construction and operation by petitioner in order 
to enable it to receive up to 12,000 Mcf of natural gas per day into its Clinton 
County line from Texas Eastern Transmission Corporation (Texas Eastern). 
It is requested that all of paragraph (C) of said order be deleted. 

Docket No. G—11619 was heard upon a joint record with the Matter of Texas 
Hastern Transmission Corporation, Docket No. G—11480. Paragraph (C) by 
order issued February 24, 1958 was deleted as to Texas Eastern. 

Paragraph (C) requires that the construction-of the facilities authorized shall 
be completed and placed in operation within four months from the date on which 
the order issued. Petitioner alleges that substantial production has been de- 
veloped in Indiana and in Clearfield, Elk and other counties in north central 
Pennsylvania by petitioner and independent producers which augmented the 
gas supplies in petitioner’s Clinton County line. As a result of this local pro- 
duction, petitioner states it has not yet been required to introduce gas from the 
Delmont connection with Texas Eastern into its Clinton County line. However, 
petitioner will eventually require regular deliveries at said connection in order 
to serve its Clinton County line customers. 


The Commission finds: 


It is appropriate in carrying out the provisions of the Natural Gas Act that the 
order issued on August 19, 1957, in Docket No. G—11619, granting a certificate 
of public convenience and necessity to The Manufacturers Light and Heat 
Company be amended as hereinafter ordered. 


The Commission orders: 


The order issued in Docket No. G-11619 granting a certificate of public con- 
venience and necessity to The Manufacturers Light and Heat Company is hereby 
amended by deleting all of paragraph (C) of said order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


SUN OIL COMPANY (OPERATOR) ET AL., DOCKET NOS. G—134257; SUN 
OIL COMPANY, ET AL., DOCKET NOS. G-13426 


ORDER DENYING MOTION TO VACATE SUSPENSION ORDERS AND 
TERMINATE PROCEEDINGS 


(Issued May 22, 1958) 


Sun Oil Company (Sun), on April 18, 1958, filed a motion requesting the Com- 
mission to vacate suspension orders issued October 17, 1957, and to terminate the 
above-captioned proceedings initiated thereby. The separate orders suspended, 
among other things, for five months two proposed increased rates for sales of 
natural gas to Texas Eastern Transmission Corporation (Texas Eastern). The 
proposed periodic price escalations are contemplated in the two separate rate 
schedules (contracts) between Sun, among others, and Texas Eastern covering 
sales from the Delhi Gasoline Plant located in Richland Parish, Louisiana.? 

In support of the motion, Sun relies principally upon our order issued March 
18, 1958, in Reef Fields Gasoline Corporation (Operator), et al., Docket No. 
G-14030, 19 F. P. C. 351, and Opinion No. 310 issued April 4, 1958, in Pan Ameri- 
can Petroleum Corporation, et al., Docket Nos. G—8549, et al., 19 F. P. C. 463. 

Sun states that Texas Eastern generally has entered into contracts providing 
for uniform prices for gas purchased in North Louisiana and the contiguous area 
of Texas Railroad Commission District 6, but that Sun receives less, because of 
a deduction of 1.35 cents per Mcf handling cost charge. Further, Sun asserts 
that the Commission has invariably suspended the 2-mill escalations tendered by 
Sun for natural gas sold by it in Northern Louisiana to Texas Eastern, but has 
in many instances permitted the same or higher prices of other producers for 
natural gas sold in Northern Louisiana and the contiguous area of District 6 in 
Texas. It avers that a brief summary of the Commission’s record demonstrates 
the unfair, inequitable, and unduly discriminatory treatment accorded to Sun as 
related to its sales to Texas Eastern from the Delhi Field. Sun adverts to 
“detailed studies” in connection with Sun’s presentation in Docket Nos. G—9557, 
et al., and points to instances where the Commission has permitted allegedly 
higher prices to become effective and has suspended allegedly lower prices of 
Sun. Lastly, Sun alleges that an anomalous situation resulted from the action 
of the Commission with respect to the November 1, 1955, escalations. With a 
single exception, Sun states, the escalations effective as of that date were per- 
mitted to become effective without suspension when the gas was located in Texas 
District 6 and suspended when the gas was located in immediately adjacent 
Louisiana. In one instance, Sun avers, where the producing area is located on 
the Texas-Louisiana state line, on the Texas side a price of 13.4353 cents was 
allowed without suspension and a price of 12.9354 cents was suspended when the 
gas was located on the Louisiana side of line. Sun further avers that similar 


1 These proceedings are not consolidated. 

2 Prior periodic increased rates provided for in the rate schedules to become effective 
November 1, 1955, and November 1, 1956, have heretofore been suspended by the Com- 
mission in Docket Nos. G-9557 and G-11354, which increases, among others, have been 
disallowed by a presiding examiner decision issued November 15, 1957. Those matters are 
presently before the Commission upon exceptions to the decision. 

® Sun says that it understands that “the so-called ‘handling cost’ is a deduction made 
by the pipeline company from the price paid for the Delhi gas, because of an exchange 
arrangement between Texas Eastern and United Gas Pipe Line Company * * *, as 
reflected in Texas Eastern’s Rate Schedule X-1.” 
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inequitable treatment occurred with respect to the November 1, 1956, escalations. 

Taking the last series of allegations first, it is quite apparent that Sun, in 
making its naked comparisons, is equating its contract-provided rate of 12.4956 
cents per Mcf (but exclusive of tax reimbursement and handling cost charge 
in a total of 2.35¢ per Mcf) with rates which the Commission has permitted to 
take effect without suspension. The incongruity of such comparisons is self- 
evident. Additionally, Sun’s comparisons of the Texas’ rates allowed to go into 
effect and Louisiana’s rates suspended are tenuous. The 1955 Texas rate at 
15.025 p. s. i. a. (plus tax reimbursement) is but 13.76449 cents per Mcf com- 
pared to the Louisiana rate at 15.025 p. s. i. a. of 14.4354 cents per Mcf. Its 1956 
comparisons are visited with the same fatal error. 

Suffice to say, the Commission orders prescribing hearing concerning the law- 
fulness of Sun’s proposed changes in rates and suspending such changes, pending 
hearing, were issued pursuant to express statutory authority. The discretion 
vested in the Commission whether or not to suspend a proposed change in rates 
is clearly apparent from the plain language of Section 4 (e) of the Natural Gas 
Act. The exercise of that discretion is “peculiarly a matter for administrative 
competence.” American Power Company v. Securities and Exchange Commis- 
sion, 329 U. S. 90, 112. In Section 4 of the Natural Gas Act Congress has pro- 
vided the Commission a concrete procedure to deal with proposed increased rates 
which were not shown to be justified. 

Sun, in submitting the instant proposed increased rates, purported to support 
and justify them merely by stating that the contract was negotiated at arm’s- 
length; that Sun would not have entered into a long-term contract without the 
assurance that it would receive the full market value of the gas; that the pro- 
posed rate is just and reasonable and not greater than the fair market, or com- 
modity value and that the proposed rate is in line with area field rates and is 
economically desirable to all parties. Obviously, such assertions in and of them- 
selves, without more, were insufficient to justify the proposed increased rates, 
particularly in light of Bel Oil Corporation v. Federal Power Commission, Nos. 
16, 581, et al., C. A. 5, decision filed April 23, 1958, 255 F. 2d 548; Union Oil 
Co., 16 F. P. C. 100; Sun Oil Co., 17 F. P. C. 191. 

Further, Sun’s claim of undue discrimination is without substance. In Reef 
Fields the Commission promptly rescinded a suspension order when advised the 
suspension was erroneously recommended. Equally tenuous is Sun’s reliance 
upon Pan American, Neither the Commission, nor the courts, have recognized, 
“prevailing field price” alone as sufficient justification for an independent pro- 
ducer rate increase. 


The Commission finds: 


(1) Sun’s motion sets forth no new facts and no principles of law which 
either were not fully considered by the Commission when it issued the order of 
October 17, 1957, in these proceedings, or which having now been considered war- 
rant any change in or modification of said orders. 

(2) The motion for vacation of the aforesaid orders issued October 17, 1957, 
and termination of these proceedings should be denied. 


The Commission orders: 


The motion for vacation of the orders issued herein on October 17, 1957, and 
termination of these proceedings is hereby denied. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


KERR-McGEE OIL INDUSTRIES, INC., DOCKET NOS. G-14041 AND 
G-14042 


ORDER DENYING MOTION FOR RECONSIDERATION 
(Issued May 22, 1958) 


On April 16, 1958, Kerr-McGee Oil Industries, Inc. (Kerr-McGee) filed a motion, 
pursuant to Section 1.12 of the Commission’s Rules of Practice and Procedure 
(18 C. F. R. 1.12), for reconsideration of two suspension orders issued by the 
Commission in these proceedings on December 23, 1957.1 By such orders the Com- 
mission, among other things, suspended Supplement No. 2 to Kerr-McGee F. P. C. 
Gas Rate Schedule No. 17 and Supplement No. 2 to Kerr-McGee F. P. C. Gas Rate 
Schedule No. 47 and deferred their use until May 26, 1958, and until such further 
time as they might be made effective in the manner prescribed by the Natural 
Gas Act. The suspended rate schedules provided an increase in price from ten 
cents (10¢) to eleven cents (11¢) per Mcf for natural gas sold by Kerr-McGee 
to Lone Star Gas Company and Cities Service Gas Company, respectively, from 


three gasoline plants located in Garvin County, Oklahoma (hereinafter called 
the “Garvin County Plants”). By its motion Kerr-McGee requests the Commis- 


sion to vacate the suspension orders, to allow the rate schedules to become 
effective as of December 26, 1957, as proposed, and to terminate the proceedings. 

It appears that the Garvin County Plants are operated by Warren Petroleum 
Corporation (Warren), which owns a 21% interest therein. Kerr-McGee is the 
owner of a 5% interest in the gasoline plants. Kerr-McGee states that it has 
been apprised that on November 15, 1957, Warren tendered for filing Supple- 
ment No. 2 to Warren F. P. C. Gas Rate Schedule No. 21 and Supplement No. 2 to 
Warren F. P. C. Gas Rate Schedule No. 35, providing increases from ten cents 
(10¢) to eleven cents (11¢) per Mcf for natural gas sold from the Garvin County 
Plants to Lone Star Gas Company and Cities Service Gas Company, respectively, 
and that by letter dated January 15, 1958, the Commission permitted both of 
Warren’s increased rate schedules to become effective on January 16, 195s. 

The gravamen of Kerr-McGee’s complaint appears to be that Kerr-McGee 
tendered increased rates similar to those tendered by Warren for sales of 
natural gas from the same gasoline plants to the same purchasers, but that the 
Commission suspended the increased rate filings tendered by Kerr-McGee and 
permitted those tendered by Warren to become effective without suspension. 
Kerr-McGee avers that the action of the Commission in this respect is arbitrary, 
results in undue discrimination against Kerr-McGee and is contrary to the Com- 
mission’s holding in Reef Fields Gasoline Corporation (Operator), et al., Docket 
No. G—14030, order issued March 18, 1958. 

We think there is no merit to Kerr-McGee’s motion. In the first place, the 
Commission’s order prescribing hearings concerning the lawfulness of Kerr- 
McGee’s proposed changes in rates and suspending such changes, pending hear- 


1 Kerr-McGee asserts that by filing the motion it does not admit that it is a natural-gas 
company or that the sales ore subject to the jurisdiction of the Commission. Suffice it 
to say that Kerr-McGee has accepted certificates of public convenience and necessity 
issued September 28, 1956, and April 19, 1957, in Docket Nos. G-6373 and G-10964, 
respectively, authorizing the sales. In those orders the Commission found and determined 
Kerr-McGee to be a natural-gas company. Those orders have become final and, therefore, 
conclusive upon Kerr-McGee. Nor can Kerr-McGee dispute successfully Commission juris- 
diction over the sales in the light of Phillips Petroleum Co. v. Wisconsin, 347 U. 8S. 672, 
681-685 ; Shell Oil Co. v. F. P. C., 247 F. 2d 900 (C. A. 5), certiorari denied, 355 U. 8. 930. 
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ing, was issued pursuant to express statutory authority. The discretion vested in 
the Commission whether or not to suspend a proposed change in rates is clearly 
apparent from the plain language of Section 4 (e) of the Natural Gas Act. The 
exercise of that discretion is “peculiarly a matter for administrative compe- 
tence.” American Power Company v. Securities and Exchange Commission, 329 
U. S. 90, 112. In Section 4 of the Natural Gas Act, Congress has provided the 
Commission a concrete procedure to deal with proposed rate increases which 
were not shown to be justified. To support the tendered increased rates, Kerr- 
McGee merely cited the contract provisions, asserted that they were the product 
of arm’s-length transactions, and stated that the increased rates are not un- 
reasonable, but are fair, just and reasonable. Such support is clearly insufficient. 
Bel Oil Corporation v. Federal Power Commission, 255 F. 2d 548, 553, cert. den., 
358 U.S. 804; Union Oil Co., 16 F. P. C. 100, Sun Oil Co., 17 F. P. C. 191. 

Conversely, Warren sufficiently justified its tenders on the basis of cost data 
to permit us to accept the tenders and allow them to become effective. Cf. Green- 
brier Oil Company (Operator) et al., Docket No. G—14314, order issued April 24, 
1958. Patentiy, then, there is no justification for Kerr-McGee’s assertion that the 
Commission has acted arbitrarily toward it. Finally, Kerr-McGee’s reliance on 
Reef Fields is misplaced. The circumstances there were entirely different. 
There the tendered increase was suspended in error. When this error came to 
our attention, we promptly corrected the matter and terminated the proceeding. 
No such circumstances exist here. 


The Commission finds: 


(1) Kerr-McGee’s motion for reconsideration sets forth no new facts and no 
principles of law which either were not fully considered by the Commission 
when it issued the suspension orders of December 23, 1957, herein, or which 
having now been considered warrant any change in or modification of such 
orders. 

(2) The aforesaid motion for reconsideration and vacation of the suspension 
orders issued December 23, 1957, in these proceedings should be denied as here- 
inafter ordered. 


The Commission orders: 


The motion for reconsideration and vacation of the suspension orders issued 
December 23, 1957, in these proceedings is hereby denied. 
Commissioners Dicgy and KLINE dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


PACIFIC GAS AND ELECTRIC COMPANY, PROJECT NO. 1962 


ORDER DETERMINING ACTUAL LEGITIMATE ORIGINAL COST OF PROJECT 
AND PRESCRIBING ACCOUNTING THEREFOR 


(Issued May 23, 1958) 


Pacific Gas and Electric Company, Licensee for Project No. 1962,1 on Decem- 
ber 17, 1951, filed its initial statement pursuant to Section 4.1 of the Commis- 





1The project, located on the North Fork of the Feather River, in Butte and Plumas 
Counties, California, affecting lands of the United States within the Plumas and [ssen 
National Forests, is comprised of two developments: Rock Creek and Cresta Plants. The 
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sion’s Regulations under the Federal Power Act, claiming as of June 30, 1951, an 
actual legitimate original cost of the Rock Creek and Cresta developments in the 


aggregate amount of $62,348,710.25 (Rock Creek $40,560,436.08; Cresta 
$21,788,274.17) .2 


The Commission’s staff made an examination of the books and records of 
Licensee and other data for the purpose of ascertaining the correctness of the 
claimed cost. Following that study, an agreement, subject to Commission ap- 
proval, was reached between the staff and representatives of the Licensee with 
respect to certain proposed adjustments consisting of: (1) a number of reclassi- 
fications between accounts in the net amount of $57,642.65 from the Cresta to 
the Rock Creek development, and eliminations from claimed project costs total- 
ing $633,210.79; and (2) the accounting disposition of the proposed eliminations. 
Based upon those adjustments the total project cost would be $61,715,499.46 as 
of June 30, 1951 (Rock Creek $40,054,662.99 ; Cresta $21,660,836.47). 

The proposed eliminations of $633,210.79 from the claimed project cost as of 
June 30, 1951, are comprised of the following items: 


Rock Creek Cresta 


Adjustments of land and land rights and construction: Nonproject and mis- 
IIA CUUIIEINI | a. o  aitnitiinis owe eiientinabiadiniiakihteebetbmaian (i eee 
Excessive project charges: 
Cost of power 
Preliminary expenditures....... 
Taxes during construction (66, 911. 74) 
Interest during construction (107, 430. 43) 
Power produced during construction (6, 911. 00) 
Items improperly capitalized: 
Operating expenses is (7, 619. 87) (5, 047. 33) 
Forest Service preoperation charges...................-.--.....- (8, 340. 00) | (9, 634.8 
Sra StI SIN. att a cisnints ieetiemineealindiiniasiaminnemnginmmningl 96. 24 56. 
Delayed credits for materials and supplies and equipment salvage... (60, 348. 54) (26, 409 
Duplications, omissions, clerical errors—net 16. 66 20. 
Costs applicable to other projects: 
Indirect and overhead costs—project No. 619 | 
Rodgers Flat Material Yard (232, 430. 64) 
Overcredit in rerouting nonproject lines. ......................-..--.....---- 67, 543. 10 
Distribution of preliminary engineering 8, 398. 44 


($3, 926. 55) 


(8, 177. 09) (8, 347. 51) 
(10, 412. 55) 
(25, 217. 42) 
(83, 785. 99) 

(2, 532. 00) 





6, 012. 
(448, 130. 44)| (185, 080. 35) 





The actual legitimate original cost of the project which Licensee and staff 
have tentatively agreed to be $61,715,499.46 as of June 30, 1951, is $633,210.79 
(Rock Creek—$448,130.44; Cresta—$185,080.35) less than that claimed by 
Licensee. However, that agreed cost is $555,146.50 (Rock Creek—$541,315.73 ; 
Cresta—$13,830.77) less than Licensee’s recorded cost. In order to bring the re- 
corded cost into agreement with that agreed cost it would be necessary for 
Licensee to record the following adjusting entry for each plant: 


license authorizing the construction, operation, and maintenance of the project works 
(issued pursuant to Section 4 (e) of the Federal Power Act) is by its terms effective for 
a period of 35 years commencing October 1, 1947. Active construction of the Cresta 
development commenced on July 1, 1947, and the plant was placed in commercial opera- 
tion on January 18, 1950. Active construction of the Rock Creek development commenced 
September 1, 1947, and the plant was placed in commercial operation on March 18, 1950. 

2 Article 21 of the license provides for Commission determination of the actual legiti- 


mate original cost of the original project and of any addition thereto or betterment 
thereof. 
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Rock Creek: 











FEDERAL POWER COMMISSION 








100.1 Electric plant in service (Cresta) .....................--------.--- $03,002. @ }.............- 

100.3 Construction work in progress. ‘a 281, 642. 89 |_. —_ 

110 a PEOUIEE cctccatecctee a 3, 958. 25 |.... ae 

271 pS RR --| 231,778.91 |.... oie 

100.1 Electric plant in service—project—Rock Creek............|....-....-...- $541, 315. 73 

100.1 Electric plant in service—nonproject_.....................-|-...-..-..--.. 19, 098. 91 

Cont 250 Reserve for depreciation of electric plant................... a 14, 608. 06 

resta: 

100.1 Electric plant in service—nonproject.............................- 8) = 
100.3 Construction work in progress... we 22, 546. 64 |. 
110 Other physical property......... 15, 762. 75 |. 





271 TERI s0oinhecnchadtinandtenieendhnedanethieiaanhadaninaend Dig OD Uincdcnanduanien 
100.1 Electric plant in service—project—Rock Creek_...........|-....-.----.-- 
100.1 Electric plant in service—project—Cresta.................. SSeS , 830. 
250 Reserve for depreciation of electric plant...................|--..-----..--- 2, 112. 84 


648, 608. 96 








After giving effect to the aforementioned proposed adjustments, the Com- 
mission’s staff recommends and Licensee’s representatives concur that the Com- 
mission determine the actual legitimate original cost of the two developments 
of Project No. 1962 as of June 30, 1951, to be $61,715,499.46 (Rock Creek— 
$40,054,662.99 ; Cresta—$21,660,836.47), classified by primary plant accounts as 
shown in the attached schedule, after the distribution of project indirect and 
overhead construction costs to the primary plant accounts there shown. 

On February 19, 1958, Licensee filed an amended statement of claimed actual 
legitimate original cost for the project, which reflects the proposed adjust- 
ments, accounting dispositions, and resulting project cost all in accordance with 
the tentative agreement between Licensee and the staff as described above. 

The Public Utilities Commission of California was advised by letter of this 
Commission dated March 25, 1958, of the proposed adjustments, accounting dis- 
positions and the resulting project cost. By letter dated April 8, 1958, that Com- 
mission indicated no objection to the foregoing. 


The Commission finds: 


(1) The Licensee, by its tentative agreement and the amended statement 
which it filed, and the Public Utilities Commission of California by its letter 
dated April 8, 1958, have obviated the necessity for the notice and opportunity 
to protest provided by Sections 4.4 and 4.5 of the Commission’s Regulations under 
the Federal Power Act. 

(2) The foregoing adjustments and accounting dispositions are reasonable 
and proper for the purposes of the Federal Power Act. 

(3) As of June 30, 1951, the actual legitimate original cost of the project 
is $61,715,499.46 (Rock Creek—$40,054,662.99; Cresta—$21,660,836.47), classi- 
fied by primary plant acounts as shown in the attached schedule. 


The Commission orders: 


(A) The provisions of Sections 4.4 and 4.5 of the Commission’s Regulations 
under the Federal Power Act are hereby waived for the purposes of this order. 

(B) The adjustments and accounting dispositions proposed by the staff and 
agreed to by the Licensee are hereby approved and directed to be made by 
Licensee. 

(C) Licensee, to the extent that it has not already done so, shall establish 
and maintain control and detailed plant accounts for the project showing the 
total debit balance of $61,715,499.46 (Rock Creek—$40,054,662.99; Cresta— 
$21,660,836.47), as of June 30, 1951, all as more specifically shown in the attached 
schedule by prescribed primary plant accounts of the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees. 

(D) The Licensee shall, within 90 days from the issuance of this order, file 
¥F. P. C. Form No. 7, showing compliance with this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


REVISION OF FORM FOR CERTIFICATES OF SERVICE (§131.1 AND 
250.1), DOCKET NO. R-169 


OrvER No. 201 
AMENDING REGULATIONS UNDER FEDERAL POWER AND NATURAL GAS ACTS 


(Issued May 23, 1958) 





The Commission has under consideration in this proceeding the revision of 
the form of certificate of service required by section 1.17 of the Rules of Prac- 
tice and Procedure and prescribed in sections 131.1 and 250.1 of the Regulations 
under the Federal Power Act and Natural Gas Act, respectively (18 C. F. R. 131.1 
and 250.1). The purpose of the revision is to simplify the checking of certifi- 
eates of service, often involving many parties and attorneys, to assure that no 
oversights in the service required by section 1.17 occur, by requiring that not 
only the names of the persons or attorneys served be shown but also the parties 
whom each represents. 

It appears that adoption of these amendments is a matter of procedure which 
does not require notice or hearing under section 4 (a) of the Administrative 
Procedure Act. 


The Commission finds: 





The amendments hereinafter adopted are necessary and appropriate to carry 
out the provisions of the Federal Power Act and the Natural Gas Act and to 
aid in the discharge of the Commission’s duties. 

The Commission, acting pursuant to the authority vested in it by law, includ- 
ing sections 308 and 309 of the Federal Power Act (49 Stat. 858, 16 U. S. C. 
825g, 825h) and sections 15 and 16 of the Natural Gas Act (52 Stat. 829, 830, 15 
U. S. C. 717n, 7170), orders: 

(A) Section 131.1 of the Regulations under the Federal Power Act (18 C. F. R. 
131.1) is amended to read as follows: 

§ 131.1 Certificate of service. (See § 1.17 of this chapter.) 

(One original, no copies required.) 

I hereby certify that I have this day served the foregoing document upon 
the following named parties of record in this proceeding, by delivering a copy 
thereof in person, or by mailing a copy thereof properly addressed, to each of 
the parties named or, where indicated, to the attorney of record of a party 
named: 

Parties ! Attorney(s) Served? 


(Signature) 








1 List each party of record, whether service was upon the party directly or upon his attorney. 
Ps ha here an attorney is served on behalf of a party of record, show the attorney’s name as well as the name 
of the party. 






1To be shown on the original when tendered for filing with the Commission of every 
paper as specified in § 1.17 (b) of the Rules of Practice and Procedure. 
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(B) Section 250.1 of the Regulations under the Natural Gas Act (18 C. F. R. 
250.1) is amended to read as set forth in § 131.1 as amended in paragraph (A) 
hereof. 

(C) The amendments herein adopted shall become effective on June 15, 1958. 

(D) The Secretary shall cause prompt publication of this order to be made in 
the Federal Register. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


RATD FILINGS BY NATURAL GAS COMPANIES—MISCELLANEOUS 
CORRECTIONS, DOCKET NO. R-170 


OrpER No. 202 


AMENDING SECTIONS 154.63 (b) (4), 154.94 (b), AND 154.95 
OF REGULATIONS UNDER THE NATURAL GAS ACT 


(Issued May 23, 1958) 


The Commission has under consideration the amendment of Part 154, Rate 
Schedules and Tariffs, of the Regulations Under the Natural Gas Act (18 
C. F. R., Part 154) for the purpose of making minor corrections in the existing 
rules. No change in meaning or substance is intended by these amendments. 
The change in section 154.63 (b) (4) made herein is to correct an error 
made when the Commission’s rules were codified pursuant to Order No. 132, 
dated August 23, 1946. The changes in sections 154.94 and 154.95 are to conform 
the language of those sections to the amendment to section 154.99 made by Order 
No. 195, dated February 27, 1957. 

It appears that the amendments to Part 154, hereinafter adopted, involve 
matters of procedure which do not require notice or hearing under section 4 (a) 
of the Administrative Procedure Act. 


The Commission finds: 


The amendments as hereinafter adopted are necessary and appropriate to 
carry out the provisions of the Natural Gas Act. 

The Commission, acting pursuant to authority granted by sections 4 and 16 of 
the Natural Gas Act (52 Stat. 822, 830, 15 U. S. C. 717c, 7170) orders: 

(A) Paragraph (4) of section 154.63 (b) Submission of material by reference, 
is amended by deleting the words “paragraph (a) through (d) of”. 

(B) Subsection (b) of section 154.94 Changes in rate schedules, is amended 
by changing the words “shall be filed with the Commission in duplicate” to read 
“shall be filed with the Commission in triplicate”. 

(C) Section 154.95 Oral agreements, is amended by changing the words “in 
duplicate” (appearing in two places) to read “in triplicate”. 

(D) The amendments herein prescribed shall become effective upon issuance 
of this order. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


EL PASO NATURAL GAS COMPANY, DOCKET NO. G-—12319 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC 
CONVENIENCE AND NECESSITY 


(Issued May 28, 1958) 


On April 1, 1957, El Paso Natural Gas Company (Applicant) filed in Docket 
No. G—12319 an application pursuant to Section 7 (c) of the Natural Gas Act 
for a certificate of public convenience and necessity authorizing the construction 
and operation of certain natural gas facilities to be connected with and operated 
as integral parts of its existing pipeline system to make additional sales of 
natural gas to existing customers for resale for ultimate public consumption for 
domestic, commercial, industrial and other uses at various locations, as here- 
inafter described and as more fully described in the application. 

The facilities proposed consist of five main line taps to provide service to 
three public utility distribution companies whose names and locations of instal- 
lations are as follows: 

(1) Arizona Public Service Company for resale in Arlington (Population 
150), Maricopa County, Arizona, near Applicant's Gila Compressor Station for 
residential, commercial and industrial uses instead of butane. 

(2) Lea County Gas Company for resale to Mr. Moode Stevenson near 
Applicant’s No. 4 Compressor Station, Luna County, New Mexico. Mr. Steven- 
son will use the gas for irrigation pump fuel in lieu of the more expensive 
butane now in use. 

(3) Lea County Gas Company for resale to Mr. James H. Stroud east of 
Deming, Luna County, New Mexico, for use in his home, filling station, garage 
and tourist court. Butane will be replaced by natural gas. 

(4) Lea County Gas Company for resale in the Signal Peak farming area, 
about 100 miles east of El Paso, in Hudspeth and Culberson Counties, Texas. 
Natural gas is proposed to replace butane in the operation of irrigation pumps 
in this area. 

(5) Southern Union Gas Company for resale to the Woodmen of the World 
camp for boys near Farmington, San Juan County, New Mexico. Natural gas 
would be the first fuel used at the camp. 

The estimated annual and peak day volumes of natural gas to be sold and 
delivered by Applicant to the distribution company customers through the 
various facilities listed below are as follows: 


Year of service 


Arlington: 
TINA 1s dckun tsccicketieciaiiniiihicaidiountniiadaiaiediallanieiada ean 
Peak Day | 
Stevenson T 
Annual | 
SR I nia ar cai alte anhalt mala aieaidbacaaamaieae 
3) Stroud Tap: 
IIT si niehsgiianinnninacanaiiiiiaceieatdcinnntllaica anleinsininaiasaidiiatidamaiaainailisiaian 
TY coc iced asi tnen deroaniectasliap naa ade cient liaise Alii tii 
) Signal Peak Tap: | 
Annual 
Peak Day 
Woodmen Tap: } 
IEE. nathndhemninieipaininntineninliennaliskaienboemwiinil | 
Peak Day | 
Total: 
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The estimated total capital cost of the proposed facilities is $1,375, which 
will be financed out of current working funds. 

The volumes of gas required for the project proposed herein will not appreci- 
ably affect Applicant’s total system gas supply or ability to render existing 
service. 

Temporary authorizations to construct and operate the facilities proposed 
herein were granted to Applicant on April 18 and August 14, 1957, respectively. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on May 13, 1958, respecting the matters involved in and the issues presented 
by the application filed in Docket No. G—-12319. No petition to intervene or pro- 
test to the granting of the application has been received. Staff counsel moved 
orally at the hearing that the intermediate decision procedure be omitted and 
that the Commission render a decision herein pursuant to Section 1.30 (c) (1) 
of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, El Paso Natural Gas Company, a Delaware corporation hav- 
ing its principal place of business in El Paso, Texas, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of January 11, 1944, in Docket No. G-288 (4 F. P. C. 
486). 

(2) The facilities hereinbefore described, as more fully described in the 
application and exhibits in this proceeding, are proposed to be used in the 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, as integral parts of Applicant’s existing pipeline 
system, and the construction and operation thereof by Applicant are subject to 
the requirements of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (8), (ce) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 C. F. R. 
157.20) should attach to the certificate hereinafter issued to Applicant and 
to the exercise of the rights granted thereunder and that the time within which 
construction of the facilities authorized by this order shall be completed and in 
actual operation should be fixed at six months from the date on which this 
order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing El Paso Natural Gas Company to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding and the exhibits appended thereto, as supple- 
mented, for the transportation and sale of natural gas as therein set forth. 
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subject to the jurisdiction of the Commission, upon the terms and conditions of 
this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (ec) (4), and (e) of Section 157.20 of the Commission’s Regulations under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act is 
hereby fixed at six months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


LUZ Y FUERZA DE REYNOS, 8. A., CENTRAL POWER AND LIGHT COM- 
PANY, DOCKET NO. E-6295 


ORDER AUTHORIZING TRANSMISSION OF ELECTRIC ENERGY TO MEXICO 
AND SUPERSEDING PREVIOUS AUTHORIZATION 


(Issued May 29, 1958) 


Luz y Fuerza de Reynosa, S. A. (Luz y Fuerza), incorporated under the laws 
of the Republic of Mexico, with its principal place of business in Reynosa, 
Tamaulipas, Mexico, filed an application on November 29, 1957, requesting 
authorization, pursuant to Section 202 (e) of the Federal Power Act, to transmit 
electric energy from the United States to Mexico in an amount not to exceed 
50,000,000 kwh per year at a maximum transmission rate of 10,000 kw. The re- 
quested authorization would supersede that previously granted by the Com- 
mission’s order issued September 1, 1955, in the above docket. Central Power 
and Light Company (Central Power), incorporated under the laws of the State 
of Texas, with its principal place of business at Corpus Christi, Texas, filed a 
joinder in the subject application on November 29, 1957. 

The amounts of energy which Applicants propose to export will be trans- 
mitted over Luz y Fuerza’s existing facilities from a point adjacent to the Rio 
Grande River approximately eight miles south of Donna, Texas, to a point on 
the opposite bank of the Rio Grande River in Tamaulipas, Mexico, and addi- 
tional transmission facilities for the authorization of which Luz y Fuerza has 
applied concurrently for an Amendment of its present Presidential Permit. 
That Permit, issued in Docket No. E-6296, was signed by the President of the 
United States on October 9, 1950. 

By the previously mentioned order, Applicants were authorized to transmit 
from the United States to Mexico up to 25,000,000 kwh of electric energy per 
year at a maximum transmission rate of 5,000 kw. The application states that 
the increased amount of electric energy is needed because an increase in the 
number and requirements of consumers in Rio Bravo and its vicinity has 
rendered their present authorization inadequate to fulfill such needs. The appli- 
eation further states that Luz y Fuerza has no generating capacity to supply 
such requirements. Applicants represent that Central Power can transmit the 
additional electric energy at the increased rate of transmission without dimin- 
ishing its capacity to furnish the demands of its present and prospective custo- 
mers in the Rio Grande Valley of Texas, and that all of the energy to be 
exported in excess of a demand of 5,000 kw will be on an interruptible basis. 
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Written notice of the application has been given to the Railroad Commission 
of Texas and to the Governor of that State. Notice of the application has also 
been given by publication in the Federal Register on December 12, 1957 (22 
F. R. 9982), stating that any person desiring to be heard or to make any protest 
with reference to the application should on or before December 27, 1957, file with 
the Federal Power Commission, Washington 25, D. C., a petition or protest in 
accordance with the Commission’s Rules of Practice and Procedure. No protest 
or petition or request to be heard in opposition to the granting of the application 
has been received. 


The Commission finds: 


The proposed transmission of electric energy from the United States to 
Mexico as limited herein and as hereinafter authorized will not impair the 
sufficiency of electric supply within the United States and will not impede or 
tend to impede the cooordination in the public interest of facilities subject to 
the jurisdiction of the Commission. 


The Commission orders: 


(A) The Applicants are authorized to transmit electric energy from the 
United States to Mexico in accordance with the terms and conditions set forth 
in the application and subject to the provisions of this order. 

(B) The electric energy which the Applicants are hereby authorized to trans- 
mit from the United States to Mexico shall be in an amount not in excess of 
50,000,000 kwh per year at a transmission rate not to exceed 10,000 kw; the 
energy to be transmitted over the facilities specified in the Presidential Permit 
signed by the President of the United States on October 9, 1950, as amended by 
the Amendment thereto, signed by the Chairman of the Federal Power Com- 
mission on March 10, 1958. Docket No. E-6296. 

(C) The authorization herein granted may be modified from time to time or 
terminated by further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential Permit, as amended, referred to in Paragraph (B) above. 

(D) The Applicants shall conduct all operations pursuant to the authoriza- 
tion herein granted in accordance with the provisions of the Federal Power Act 
and pertinent rules, regulations or orders issued by the Commission. 

(E) The Applicants shall provide for the installation and maintenance of 
adequate metering equipment to measure the flow of all energy transmitted 
from the United States to Mexico pursuant to the authority herein granted; 
shall make, keep and preserve full and complete records with respect to the 
movement of such energy. Luz y Fuerza shall furnish, in triplicate, with respect 
to such transmission of electric energy, reports annually on or before February 
15, showing the kw hours delivered, the maximum kw of transmission, and the 
consideration paid therefor during each month of the preceding year. 

(F) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but in the event of the involun- 
tary transfer of the facilities used for such transmission by operation of law 
(including such transfers to receivers, trustees, or purchasers under foreclosure 
or judicial sale) said authorization shall continue in effect temporarily for a 
reasonable time thereafter pending the making of an application for permanent 
authorization and decision thereon, provided notice is promptly given in writing 
to the Commission accompanied by a statement that the physical facts relating 
to sufficiency of supply, rates, and nature of use remain substantially the same as 
before the transfer. 
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(G) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Republic of Mexico for the exercise of 
any lawful authority vested in the State, State Regulatory commission, or the 
Republic of Mexico over the Applicants. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or any other regula- 
tory body, and nothing herein shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted. 

(I) Nothing in this order shall be deemed to constitute authorization or 
approval of any transmission of energy by means of the facilities (covered 
by the aforesaid Presidential Permit and Amendment) by which the exporta- 
tions herein authorized are accomplished by anyone other than the party desig- 
nated in such duly issued Permit or Amendment. 

(J) Concurrently with the issuance of this order, the Amendment, signed 
by the Chairman of the Federal Power Commission on March 10, 1958, to the 
Presidential Permit signed by the President of the United States on October 9, 
1950, all as referred to in Paragraph (B) above, shall be issued and a copy 
thereof transmitted by the Secretary to Luz y Fuerza. 

(K) The authorization herein granted shall supersede that heretofore 
granted by the aforementioned order of the Commission issued September 1, 
1955, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 


Frederick Stueck, William R. Connole and Arthur Kline. 
COMMUNITY PUBLIC SERVICE COMPANY, DOCKET NO. E-6813 
ORDER AUTHORIZING ISSUANCE OF SINKING FUND DEBENTURES 
(Issued May 29, 1958) 


Community Public Service Company (Applicant), incorporated under the laws 
of the State of Delaware and qualified to do business as a foreign corporation in 
the States of Texas and New Mexico, with its principal place of business at 
Fort Worth, Texas, filed an application on April 7, 1958, as amended May 21, 
1958, for an order pursuant to Section 204 of the Federal Power Act author- 
izing the issuance of $3,000,000 principal amount of Sinking Fund Debentures, due 
1978, to be sold at competitive bidding. 

The proposed Debentures will be unsecured and will be issued under an 
Indenture, to be dated as of June 1, 1958, between Applicant and The First 
National Bank of Fort Worth, as Trustee. 

On or about June 6, 1958, Applicant proposes to invite sealed, written bids for 
the purchase of the Debentures by newspaper publication and by distribution 
of a Public Invitation for Bids containing a statement of terms and conditions, 
together with a Form of Bid and a form of Purchase Contract. Each bid, 
whether by a single bidder or by a group of bidders, must be on the Form of 
Bid furnished by Applicant and must be for the purchase of all the Debentures. 
Each bid shall specify, among other things, (1) the coupon rate of the Deben- 
tures, which rate shall be a multiple of %th of 1%; (2) the price, exclusive of 
accrued interest, to be paid to Applicant for the Debentures, which price shall 
not be less than 100% or more than 102%% of the principal amount of the 
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Debentures; and (3) that accrued interest on the Debentures from June 1, 
1958, to the date of payment therefor and delivery thereof will be paid to 
Applicant. 

Unless postponed, each bid for the purchase of the Debentures, whether from 
a single bidder or a group of bidders, must be presented to Applicant at No. 90 
Broad Street, 19th Floor, New York, New York, before 11 A. M., New York 
Time, on June 17, 1958. Unless Applicant shall reject all bids, which it re- 
serves the privilege to do, or shall exclude the bid of any bidder or any group 
of bidders for reasons specified in the statement of terms and conditions set 
forth in the Public Invitation for Bids, Applicant will accept the bid which 
shall result in the lowest annual cost of money to Applicant. 

Each bid must be accompanied by a certified or official bank check or checks 
in the aggregate amount of $150,000 payable in New York Clearing House funds. 

Applicant will apply the proceeds to be obtained from the proposed issu- 
ance of Debentures to (1) refund short-term Promissory Notes! evidencing bank 
loans incurred to obtain part of the funds needed for Applicant’s 1957-1958 
construction program, which refunding is estimated to require $2,000,000, and 
(2) reimburse Applicant’s treasury for expenditures heretofore made for such 
construction program. The greater part of that program concerns the exten- 
sion and improvement of Applicant’s distribution or transmission facilities. 
During the past five years, Applicant’s total energy requirements have in- 
creased 50% and the average residential use by Applicant’s customers has 
increased 55%. To meet this increased demand for service, Applicant has in- 
creased its investment in electric plant in service per customer from $368 in 
1953 to $430 in 1957. 

Written notice of the application has been given to the Texas Railroad Com- 
mission and to the New Mexico Public Service Commission and to the Governor 
of each of those States. Notice of the application was also published in the 
Federal Register on April 16, 1958 (23 F. R. 2462, 2463), stating that any person 
desiring to be heard or to make any protest with reference to the application 
should on or before May 5, 1958, file with the Federal Power Commission, 
Washington 25, D. C., petitions or protests. No petition or protest or request to 
be heard in opposition to the granting of the application has been received. 

The New Mexico Public Service Commission, by order issued May 5, 1958, 
authorized Applicant to issue and sell $3,000,000 principal amount of Debentures 
in the manner and for the purposes as indicated in the recital above. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued March 
14, 1958, In the Matter of Community Public Service Company, Docket No. 
E-6801, 19 F. P. C. 328. 

(2) The proposed issuance and sale of Debentures, as described above, will 
constitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204 (f) of the Act, and the proposed issuance of securi- 


1By order issued March 14, 1958, Docket No. E-6801, the Commission authorized 
Applicant to issue short-term unsecured Promissory Notes in the maximum principal 
amount of $3,000,000 outstanding at any one time. The Notes were to be issued at various 
times on or before December 31, 1958. 
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ties, is, therefore, not exempt by virtue of that Section from the requirements 
of Section 204 of the Act. 

(4) The proposed issuance of Debentures, as hereinafter authorized, will be 
for a lawful object, within the corporate purposes of the Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropri- 
ate for such purposes. 


The Commission orders: 


(A) The proposed issuance of Debentures, upon the terms and conditions and 
for the purposes specified in the application, as described above, hereby is 
authorized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Debentures at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the Fed- 
eral Power Act relating to compliance with competitive bidding requirements, 
and Section 34.2 (k) (4) of these Regulations relating to affiliation, and shall 
have either filed such amendments or shall have mailed them and advised the 
Commission by telephone and telegram as contemplated by Section 34.9 of the 
Regulations; 

(ii) The Commission shall have approved the price to be received by Appli- 
cant for the Debentures and the coupon rate thereof, by a further order. 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of costs, or any other matter 
whatsoever which is now pending or which hereafter may come before this 
Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obliga- 
tion on the part of the United States in respect of any securities to which this 
order relates. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


HOUSTON LIGHTING & POWER COMPANY, DOCKET NO. E-6820 


ORDER APPROVING MAINTENANCE OF PERMANENT 
CONNECTION FOR EMERGENCY USE ONLY 


(Issued May 29, 1958) 


Houston Lighting & Power Company (Applicant), incorporated under the laws 
of the State of Texas with its principal place of business at Houston, Texas, 
filed an application on May 9, 1958, for authorization pursuant to Section 202 
(d) of the Federal Power Act to maintain, as a permanent connection for 
emergency use only, a 138 kv interconnection between its facilities and those of 
Gulf States Utilities Company (Gulf States). The latter company is incorpo- 
rated under the laws of the State of Texas, and maintains its principal place of 
business at Beaumont, Texas. 

The connection consists, chiefly, of a constructed 138 kv 800 MCM AAC tie 
at Applicant’s Huffman Switchrack near Huffman, Harris County, Texas, to 
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Gulf States’ 138 kv 795 MCM ACSR Dayton-Huffman line with switching and 
metering located at the latter’s Dayton Substation near Dayton, Liberty County, 
Texas. The stated normal capacity of the connection is approximately 100 MVA. 

Applicant states that the connection will be maintained with the connecting 
switches at the open position. They will be closed only upon the occurrence of 
an emergency on the system of either of the above companies. 


The Commission finds: 


(1) Based upon information now before the Commission the electric facilities 
which Applicant currently owns and/or operates do not include facilities for the 
transmission or sale at wholesale of electric energy in interstate commerce and 
Applicant is, therefore, not now a “public utility” within the meaning of that 
term as used in the Federal Power Act. 

(2) Gulf States, a corporation, is a “public utility” within the meaning of that 
term as used in the Federal Power Act, subject to the jurisdiction of the Com- 
mission as heretofore described and set forth in the Commission’s order issued 
November 27, 1957, In the Matter of Gulf States Utilities Company, Docket No. 
B-6785, 18 F. P. C. 701. 

(3) The above-described connection will constitute a permanent connection 
for emergency use only within the meaning of Section 202 (d) of the Federal 
Power Act. 

(4) The maintenance and use of the above-described connection, as a perma- 
nent connection for emergency use only, may involve the transmission or sale 
at wholesale of electric energy in interstate commerce within the meaning of the 
Federal Power Act. 

(5) The maintenance and use of the above-described connection, as a perma- 
nent connection for emergency use only, as hereinafter approved, will serve 
emergency needs of Applicant and Gulf States and such connection therefore 
is desirable in the public interest as expressed in the Federal Power Act. 


The Commission orders: 


(A) The maintenance by Applicant of the above-described permanent con- 
nection for emergency use only, as the term “emergency” is defined in Section 
32.20 of the Commission’s Regulations under the Federal Power Act, is hereby 
approved and such connection shall not affect the status of Applicant under the 
Federal Power Act. 

(B) The permanent connection authorized herein shall be maintained with 
connecting switches open at all times except during emergencies and every 
closing of the connecting switches shall be deemed to be a use of the connection. 

(C) Applicant shall repert to the Commission in accordance with Section 
32.23 of the Commission’s Regulations, every use of the connection authorized 
herein. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 
TRUNKLINE GAS COMPANY, DOCKET NO. G—14365 


FINDINGS AND ORDER ISSUING CERTIFICATE OF 
PUBLIC CONVENIENCE AND NECESSITY 


(Issued May 29, 1958) 


On January 31, 1958, Trunkline Gas Company (Applicant) filed a budget-type 
application in Docket No. G—14365, pursuant to Section 7 (c) of the Natural 
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Gas Act, for a certificate of public convenience and necessity authorizing the 
construction and operation of field facilities to enable Applicant to take into its 
certificated main pipeline system natural gas which will be purchased from pro- 
ducers in the general area of its existing transmission system from time to time 
during the calendar year 1958, at a total cost not in excess of $1,000,000, with no 
single project to cost more than $250,000. 

The purpose of this proposal is to augment Applicant’s ability to act with 
reasonable dispatch in contracting for and connecting to its existing pipeline 
system new supplies of gas in various producing areas generally coextensive with 
its system. 

Applicant will finance the cost of this proposed project from current working 
funds. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 15 and 16, 1958, respecting the matters involved in and the issues pre- 
sented by the application herein. No petition to intervene or protest to the grant- 
ing of the application has been received. Staff counsel moved orally at the 
hearing that the intermediate decision procedure be omitted and that the Com- 
mission render a decision pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Trunkline Gas Company, a Delaware corporation having its 
principal place of business in Houston, Texas, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order issued April 29, 1949, in Docket No. G-882 (8 F. P. C. 250). 

(2) The facilities hereinbefore described, as more fully described in the 
application herein and the exhibits appended thereto, are proposed to be used in 
the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as integral parts of Applicant’s existing 
pipeline system, and the construction and operation thereof by Applicant are sub- 
ject to the requirements of Subsections (c) and (e) of Section 7 of the Natural 
Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas from 
producers thereof during the calendar year 1958 as proposed by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as herinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit, prior to March 1, 1959, a state- 
ment under oath showing: (a) names of fields connected, (b) estimates of 
gas supply attached, (c) a description of the project or projects that have been 
constructed pursuant to the authorization granted hereunder during the calen- 
dar year 1958, (d) the location of said project or projects, and (e) the costs 
of the facilities constructed. 

(6) The authorization granted herein should be limited to construction 
during the calendar year 1958, and the total expenditures for facilities to be 
constructed hereunder should be limited to $1,000,000, with no single project 
to exceed a cost of $250,000. 

(7) The certificate issued herein should be accepted in writing and under 
oath within 30 days from the date of issuance of this order. 
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(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Trunkline Gas Company to construct and operate 
the proposed facilities to take natural gas during the calendar year 1958, all 
as more fully described in the application in this proceeding, upon the terms 
and conditions of this order. 

(B) The authorization granted in paragraph (A) above shall be limited to 
construction during the calendar year 1958, and the total expenditures for 
facilities to be constructed hereunder shall not exceed $1,000,000, and no single 
project shall exceed a cost of $250,000. 

(C) Applicant shall submit, prior to March 1, 1959, a statement under oath 
showing: (a) names of fields connected, (b) estimates of gas supply attached, 
(ec) a description of the project or projects constructed pursuant to the 
authorization granted hereunder, (d) the location of said project or projects, 
and (e) the costs of the facilities constructed. 

(D) The certificate issued herein shall be accepted in writing and under 
oath within 30 days from the date of issuance of this order. 

(E) The certificate issued herein is not transferable in any manner and 
shall be effective only so long as Applicant continues the operations authorized 
in this order in accordance with the provisions of the Natural Gas Act and 
the applicable rules, regulations and orders of the Commission thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


TEXAS GAS TRANSMISSION CORPORATION, DOCKET NO. G-—14514 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued May 29, 1958) 


On February 19, 1958, Texas Gas Transmission Corporation (Applicant), 
filed in Docket No. G—14514 a “budget type” application for a certificate of 
public convenience and necessity, pursuant to Section 7 (c) of the Natural 
Gas Act, authorizing the construction and operation of certain facilities to 
enable Applicant to take into its certificated main pipeline system natural gas 
which will be purchased from producers in the general area of its existing 
transmission system from time to time during the 12-month period immediately 
following date of issuance of certificate authorization, all as more fully set 
forth in the application. 

The purpose of the present proposal is to augment Applicant’s ability to act 
with reasonable dispatch in contracting for and attaching to its pipeline system 
new supplies of natural gas in various producing areas generally co-extensive 
with its existing system. 

The total cost of all projects for which authorization is sought herein is not 
to exceed $3,000,000, with no single project to exceed $400,000. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 13, 1958, respecting the matters involved in and the issues presented by 
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the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Texas Gas Transmission Corporation, a Delaware corporation 
having its principal place of business in Owensboro, Kentucky, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order issued March 30, 1949, in Docket No. G—859 
(8 F. P. C. 228). 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, are proposed to be used in the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, and 
the construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the facilities to take natural gas 
from producers thereof during the 12-month period immediately following date 
of issuance of certificate authorization as proposed by Applicant are required 
by the public convenience and necessity and a certificate therefor should be 
issued, as hereinafter ordered and conditioned. 

(5) It is necessary and appropriate in carrying out the provisions of the 
Natural Gas Act that Applicant should submit within 60 days of the expiration 
of the certificate authorization hereinafter granted, a statement, under oath, 
showing: (a) names of fields connected, (b) estimates of gas supplies attached, 
(c) description of the project or projects constructed pursuant to the authori- 
zation granted hereinafter, (d) the location of said project or projects, and 
(e) the costs of the facilities constructed. 

(6) The authorization granted hereinafter should be limited to construction 
during the 12-month period immediately following the date of certificate 
authorization, and the total expenditures for facilities to be constructed here- 
under should be limited to $3,000,000, with no single project to exceed a cost 
of $400,000. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Texas Gas Transmission Corporation to construct 
and operate the proposed facilities to take natural gas, all as more fully 
described in the application in Docket No. G—14514, upon the terms and con- 
ditions of this order. 

(B) Applicant, Texas Gas Transmission Corporation, shall submit within 
60 days of the expiration of the certificate authorization granted herein a 
statement, under oath, showing: (a) names of fields connected, (b) estimates 
of gas supplies attached, (c) description of the project or projects constructed 
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pursuant to the authorization granted hereunder, (d) the location of said 
project or projects, and (e) the costs of the facilities constructed. 

(C) The authorization granted in paragraph (A) above shall be limited 
to construction during the 12-month period immediately following the date 
of issuance of this order, and the total expenditure for facilities to be constructed 
hereunder shall be limited to $3,000,000, with no single project to exceed a cost 
of $400,000. 

(D) The certificate issued hereby shall be accepted in writing and under oath 
within 30 days from the date of issuance of this order. 

(E) The certificate issued hereby is not transferable in any manner and 
shall be effective only so long as Applicant continues the operations authorized 
in this order and in accordance with the provisions of the Natural Gas Act 
and the applicable rules, regulations and orders of the Commission thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


HOPE NATURAL GAS COMPANY, DOCKET NO. G-—14780; 
EQUITABLE GAS COMPANY, DOCKET NO. G-14781 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND 
NECESSITY AND ACCEPTING RATE SCHEDULES FOR FILING 


(Issued May 29, 1958) 


Hope Natural Gas Company (Hope), a West Virginia corporation with its 
principal place of business in Clarksburg, West Virginia, and Equitable Gas 
Company (Equitable), a Pennsylvania corporation, with its principal place 
of business in Pittsburgh, Pennsylvania, hereinafter referred to collectively as 
“Applicants,” filed companion applications in Docket Nos. G—14780 and G—14781 
respectively, for certificates of public convenience and necessity, pursuant to 
Section 7 of the Natural Gas Act, authorizing the short-term sale and delivery 
of natural gas on an exchange basis as hereinafter described, subject to the 
jurisdiction of the Commission all as more fully represented in the respective 
applications. 

Equitable seeks authority to sell and deliver up to 1,530,000 Mcf (14.73 psia) 
of natural gas to Hope through an existing interconnection of their facilities 
in Marion County, West Virginia, during the period from June 1, 1958 to Octo- 
ber 31, 1958. 

Hope seeks authority to sell and deliver up to 1,530,000 Mcf (14.73 psia) of 
natural gas to Equitable through an existing interconnection in Lewis County, 
West Virginia, during the period November 1, 1958 to March 31, 1959. 

The companion applications state that during warm weather, Equitable 
usually has an excess of gas, whereas, in cold weather, it usually requires more 
gas than is normally available to it. By selling the excess to Hope in warm 
weather and purchasing equivalent volumes in cold weather, Equitable will 
be able to maintain a higher deliverability from its storage fields than it 
normally could, and thus, meet deficiencies that would otherwise occur in the 
latter part of the winter. Hope is able to absorb Equitable’s excess gas in the 
warm period principally through use of its more extensive storage facilities. 
Thus, Equitable will be able to make use of Hope's facilities and Hope, in turn, 
benefits through its cold weather sales to Equitable. 

Concurrently with the companion applications, Equitable filed its Rate 
Schedule S-1 and a service agreement thereunder, and Hope filed a service 
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agreement with Equitable for service under its existing Rate Schedule H-1B, 
covering the proposed services. Rate Schedule H-1B is in effect subject to 
refund, as provided for in the Commission’s order issued July 25, 1957 in 
Docket No. G—12454. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 15, 1958, respecting the matters involved in and the issues presented by 
the applications. No petition to intervene or protest to the granting of the 
applications have been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 





(1) Applicants are “natural-gas companies” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission. 

(2) The sales of natural gas by the respective Applicants, as hereinbefore 
described, and as more fully described in the subject application, will be made 
in interstate commerce, subject to the jurisdiction of the Commission, and 
such sales are subject to the requirements of Subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(3) The sales of natural gas by the respective Applicants are required by the 
public convenience and necessity, and certificates therefor should be issued as 
hereinafter ordered and conditioned. 

(4) Applicants are able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

(5) Applicants have tendered for filing the related rate schedules and 
service agreements pursuant to Part 154 of the Commission’s Regulations for 
the sales of natural gas, as hereinbefore described. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s General Rules and Regulations, including the Rules of Practice and 
Procedure, should attach to the issuance of the certificates referred to in para- 
graph (3) above, and to the exercise of the rights granted thereunder. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and are hereby 
issued, upon the terms and conditions of this order, authorizing the sales by 
Applicants of natural gas in interstate commerce for resale, subject to the 
jurisdiction of the Commission, as hereinbefore described and as more fully 
described in the respective applications and exhibits in this proceeding. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s General Rules and Regulations, including 
Rules of Practice and Procedure, shall attach to the issuance of the certificates 
granted in paragraph (A) hereof, and to the exercise of the rights thereunder. 

(C) The related rate schedule and service agreements, as hereinbefore 
described, are accepted for filing and shall become effective upon the date of 
issuance of this order. Such acceptance for filing shall not be construed as 
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constituting approval of any rate, charge, classification, or any rule, regulation 
or practice affecting such rate or service contained in the rate filing; nor shalt 
such acceptance be deemed as recognition of any claimed contractual right 
or obligation associated therewith; and such acceptance is without prejudice 
to any findings or orders which have been or may hereafter be made by the 
Commission in any proceeding now pending or hereafter instituted by or 
against the respective Applicants, including Docket No. G—12454, In the Matter 
of Hope Natural Gas Company. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


AMENDMENT OF UNIFORM SYSTEM OF ACCOUNTS PRESCRIBED FOR 
NATURAL GAS COMPANIES RESPECTING TREATMENT OF DE- 
FERRED TAXES ON INCOME, DOCKET NO. R-158 


ORDER No. 203 


ORDER AMENDING UNIFORM SYSTEM OF ACCOUNTS PRESCRIBED FOR NATURAL GAS 
COMPANIES TO PROVIDE FOR THE ACCOUNTING AND REPORTING OF 
DEFERRED TAXES ON INCOME 


(Issued May 29, 1958) 


The Commission has under consideration in this proceeding the amendment of 
Subchapter F of the Commission’s Rules and Regulations entitled “Uniform 
System of Accounts Prescribed for Natural Gas Companies” (18 C. F. R.,, 
Chapter I, Subchapter F, Part 201) by substituting for existing Accounts 259, 
507—A and 507-B, respectively, revised Account 259 with new subaccounts 259.1, 
259.2 and 259.3, and revised Accounts 507-A and 507-B, as set forth in the 
Commission’s notice of rule making under date of January 7, 1957. We are 
also concerned with the amendment of Annual Report Form No. 2 prescribed 
in Section 260.1 of the Commission’s Regulations under the Natural Gas Act 
(18 C. F. R., Chapter I, Subchapter G, Part 260) by adding thereto a schedule 
to appropriately reflect certain of the foregoing changes in the System of Ac- 
counts, as indicated by the attachment to the aforesaid notice of rule making, 
and to further amend the Report Form to provide for inclusion of the new 
accounts herein adopted in the pertinent schedules. 

The principal purposes of the proposed amendments are (1) to provide the 
accounts and related instructions whereby natural-gas companies utilizing 
deferred tax accounting can account for and report tax deferrals related to 
liberalized depreciation permitted under Section 167 of the Internal Revenue 
Code of 1954, as contemplated by the Commission’s order issued August 29, 
1956, in Matter of Amere Gas Utilities Co., docket Nos. G—6358, et al, (16 F. P. C. 
880), and account for other tax deferrals arising from differences in the timing 
of deductions for tax purposes as compared to recognition of such deductions 
in the natural-gas companies’ general books of account; and (2) to harmonize 
with these changes the provisions of present Accounts 259 and 507—A and 507-B, 
relating to deferred Federal income taxes arising from accelerated amortization 
provisions of the Internal Revenue Code of 1954. We are concerned in this 
proceeding solely with the accounting treatment to be accorded deferred taxes 
and not with matters pertaining to rate making. 

As more fully appears below, we conclude that the foregoing purposes can 
best be accomplished by amending our Uniform System of Accounts for natural- 
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gas companies by substituting for existing Account 259, a new Account 266, 
“Accumulated Deferred Taxes on Income,” with appropriate sub-accounts; and 
for Accounts 507-A and 507-B, revised Accounts 507—-A and 507-B, as set 
forth in Appendix A to this order, generally with the provisions and in the 
form carried in our January 7, 1957 notice of rule making, but with the revisions 
as to account titles and otherwise hereinafter described. 

In that notice, we gave permission to any interested person to submit data, 
views, comments, and suggestions in writing concerning the matters involved 
herein. General public notice of the proposed rule making was given by pub- 
lication of notice in the Federal Register on January 12, 1957 (22 F. R. 267). 
Twenty-five responses were received from natural-gas companies, state public 
utility commissions and state and municipal authorities, and utility service 
organizations and accounting firms. Pursuant to Commission order issued 
July 26, 1957, the instant docket No. R-158 was consolidated with docket No. 
R-159 ! for the purpose of oral argument, in view of the fact that these dockets 
presented parallel issues. Oral argument was had on the proposed amendments 
on September 17, 1957. As a matter of convenience, separate orders will be 
issued in docket Nos. R—158 and R-159, respectively. 

As indicated above, these proceedings are in part the culmination of the 
Amere proceedings in which, by order issued June 30, 1956, affirming the initial 
decision of the presiding examiner issued February 29, 1956, we concluded that, 
as a matter of principle, the Commission’s Uniform System of Accounts for 
natural-gas companies should be amended to make provision for deferred tax 
accounting related to liberalized depreciation under Section 167 of the Internal 
Revenue Code of 1954, similarly to the amendments we had previously pre- 
scribed in order No. 171, issued April 21, 1954, in docket No. R-126, making 
provision for deferred tax accounting related to accelerated amortization under 
Section 124 A (now Section 168) of the Tax Code. However, we postponed to 
the instant proceeding a consideration of the mechanics whereby this could best 
be accomplished by particular amendments to our rules and by concomitant 
changes to harmonize the deferred tax accounting related to accelerated amorti- 
zation and to provide such accounting for other types of tax deferrals. 

Relying on the entire records in these proceedings, we have determined what 
amendments are necessary and appropriate to carry out the above-stated pur- 
poses. In this regard, we may observe that the question whether to amend our 
System of Accounts to make provision for deferred taxes related to liberalized 
depreciation was decided in the affirmative in the Amere proceeding, a fact 
clearly evident from the notice of rule making cited above.? 

The proposed amendments set forth in our notice of rule making call for 
establishing a revised income Account 507—A, “Provision for Deferred Taxes 


1 Docket No. R-159 involves proceedings to amend the Uniform System of Accounts for 
Public Utilities and Licensees and Annual Report Form No. 1 applicable thereto in matters 
similar to those involved herein. 


2 We quoted in that notice the following language contained in our Amere order, 16 
F. P. C. at 881: 
On the record in the proceeding we have heretofore by our order issued June 30, 
1956, affirming the decision of the presiding examiner, concluded that the Uniform 
System of Accounts Prescribed for Natural-Gas Companies subject to the provisions 
of the Natural Gas Act, as amended by order No. 171 relating to accelerated 
amortization, should be further amended to make similar provision for liberalized 
depreciation. However, the due and orderly effectuation of that conclusion in a 
manner uniformly applicable not only to Amere Gas Utilities Co. et al., but to all 
natural-gas companies subject to the provisions of the Natural Gas Act will, under 
our order, await the initiation and completion of rule-making proceedings in which 


such amendment can be prescribed. We expect to initiate such proceedings at an 
early date. 
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on Income,” which would be debited during the period of temporary tax re- 
ductions with the amount of tax deferrals; and a new balance sheet Account 
259.2, “Reserve for Deferred Taxes on Income—Liberalized Depreciation,” which 
would be credited with such amount. Subsequently, when tax liabilities increase 
because of smaller depreciation deductions for tax purposes, the process would 
be reversed. Proposed Account 507-B, “Credits to Operations Arising from 
Taxes on Income Deferred in Prior Years—Credit” would then be credited and 
proposed Account 259.2 debited with an amount equal to the increase in taxes 
payable, attributable to the smaller depreciation deduction than otherwise 
allowable for the tax purposes on the related facilities. Deferred taxes arising 
from accelerated amortization would be treated correspondingly under the 
proposed amendments. Thus, initially, revised income Account 507-A would 
be debited with an amount equal to the temporary tax reduction resulting from 
use of accelerated amortization, and new balance sheet Account 259.1, “Reserve 
for Deferred Taxes on Income—Accelerated Amortization,” would be credited 
with such amount. Subsequently, revised Account 507-B would be credited 
and new Account 259.1 debited with an amount equal to the increase in taxes 
attributable to the unavailable or reduced depreciation deduction allowable 
for tax purposes due to use of accelerated amortization in prior years. 

A majority of the twenty-five responses in this proceeding favor amending 
the Commission’s Uniform System of Accounts generally as set forth above. 
However, most recommend editorial changes or changes in specific provisions of 
the proposed amendments. Nine submittals by municipal and state authorities 
urge rejection of the proposed changes, objecting principally to the theory of 
deferred tax accounting. In considering objections to the adoption of the 
proposed amendments, we need discuss only three main points. 

First, question arises whether accumulated deferred taxes should be included 
in a reserve account as provided in the proposed amendments, or in some other 
account such as a restricted surplus account. On consideration of the various 
aspects of this problem, we conclude that the congressional purposes which led 
to the enactment of Section 167 of the Tax Code* and the purposes of Com- 
mission regulation of accounts can reasonably be achieved by employing the 
procedures contemplated in the proposed amendments described above, but 
providing a balance sheet treatment that neither identifies the accumulated 
amounts as a reserve or restricted surplus. 

As this record shows, there are both advantages and disadvantages to the 
use of either the reserve or the restricted surplus treatment in accounting for 
accumulated deferred taxes. It is argued that the reserve treatment is superior 
in more directly providing for future tax liability. However, the reserve treat- 
ment necessarily emphasizes a liability concept, although the accumulated tax 
deferrals cannot be said to represent an actual indebtedness. Even though tax 


®* The Congressional intent is disclosed, we believe, in the following language which 
appears in both the Report of the House Committee on Ways and Means (H. Rep. No. 
1337, 83rd Cong., 2d Session, p. 24) and the Report of the Senate Committee on Finance 
(S. Rep. No. 1622, 83rd Cong., 2d Session, p. 26) respecting the provisions for liberalized 
depreciation in what became Section 167 of the Internal Revenue Code of 1954. 

More liberal depreciation allowances are anticipated to have far-reaching economic 
effects. The incentive resulting from the changes are well timed to help maintain 
the present high level of investment in plant and equipment. The acceleration in the 
speed of the tax-free recovery of costs is of critical importance in the decision of 
management to incur risk. The faster tax write-off would increase available working 
capital and materially aid growing businesses in the financing of their expansion. 
For all segments of the American economy, liberalized depreciation policies should 
assist modernization and expansion of industrial capacity, with resulting economic 
growth, increased production, and a higher standard of living. 
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deferrals have certain aspects as a long-term debt, their evaluation as an 
existing liability cannot be fully justified considering the long-term and non- 
interest bearing features. 

In favor of the restricted surplus treatment it is argued that the temporary 
classification of deferred tax amounts as equity capital sufficiently provides for 
such accumulations as may be needed for future taxes while improving the 
rating of the company’s securities and reducing its cost of financing. On the 
other hand, it is evident that classification of tax deferrals as surplus, even 
though restricted, tends to disregard their essential character as provisions from 
income committed to the single purpose of providing for future taxes. 

In fact, we think that none of the balance sheet categories of the Commis- 
sion’s Uniform System of Accounts is entirely suitable for the extraordinary 
accounting which tax deferral requires. In view of the differences of opinion 
and conflicting considerations present, what is called for, in our judgment, is 
a separate balance sheet classification for accumulated deferred taxes. This 
will assure clear disclosure of this important item and lessen the possibilities 
of misunderstanding and misinterpretation of the nature and purposes of ac- 
cumulated tax deferrals. It will meet the intent of Congress that the funds 
generated from the effect of accelerated amortization and liberalized depre- 
ciation be available to the utilities for plant expansion. And while making 
provision for future tax liability, it will not foreclose financial analysts, in- 
vestors and others from considering these amounts as part of equity capital 
if they think proper, with such consequential benefits to the rating of the 
company’s securities and costs of financing as may result therefrom. 

We conclude that the most appropriate treatment of accumulations of de- 
ferred taxes involves the addition of a new balance sheet classification to the 
Commission’s Uniform System of Acccunts for Natural Gas Companies entitled 
“Accumulated Deferred Taxes on Income,” and inclusion in this classification 
of Account 266, “Accumulated Deferred Taxes on Income,” comprising the sub- 
accounts set forth in Appendix A to this order. 

In view of the fact that some state regulatory commissions also having ac- 
counting jurisdiction have specified the restricted surplus treatment and others 
the reserve treatment, some parties urge that we adopt accounting provisions 
which would permit either such treatment. In our opinion, this dual or alterna- 
tive treatment would cause intolerable confusion and conflict in the Commis- 
sion’s prescribed accounting and would be contrary to the public interest. We 
regret the inconsistency which has arisen among the several state commissions. 
Under the circumstances, however, we see no reasonable solution to the 
problem for those utilities which are required by a state commission to report 
deferred taxes as a reserve or restricted surplus but to classify the deferred 
taxes in accordance with state requirements for state purposes, and to use 
the treatment specified by this order for the purposes of this Commission. 

The second point which deserves mention is that, as set forth in paragraphs 
D of Accounts 266.1 and 266.2 below, the deferred tax accounting provided for 
in the amendments to the System of Accounts is not mandatory for any natural- 
gas company which, in accordance with a consistent policy, elects not to follow 
deferred tax accounting even though accelerated amortization or liberalized 
depreciation is used in computing taxes on income. This non-mandatory feature 
is desirable, among other reasons, to avoid to the extent possible conflict with 
requirements which may be prescribed by state regulatory authorities having 
major rate regulatory responsibilities, some of which may authorize and others 
deny deferred tax accounting. 
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Third, the revised accounting provisions relating to liberalized depreciation 
set forth in paragraph C of Account 266.2 include the requirement that records 
of deferred taxes be kept showing the factors of calculation and the separate 
amounts applicable to the plant additions of each vintage year for each class, 
‘group, or unit as to which different liberalized depreciation methods and service 
life expectancies have been used. We do not agree that such record-keeping 
requirements will be unreasonably burdensome, as a few of the responses assert. 
If they prove to be so, such remedies as may be necessary can no doubt be 
found. To this end, we have indicated by revision in the proposed text of this 
subaccount that, where necessary, the underlying calculations to segregate and 
associate deferred tax amounts and subsequent “reverse deferrals” with the 
respective vintage years may be based on reasonable methods of approximation, 
consistently applied. This revision in text should make it clear that the revised 
accounts deal only with deferred tax accounting and add to the System of 
Accounts no new plant accounting requirements. It is recognized, however, that 
‘certain plant classification requirements are inherent in the Internal Revenue 
Code and related regulations with respect to Tax Code Sections 167 and 168. 
The records for deferred taxes specified in this order are for the principal pur- 
pose of enabling full disclosure of the composition and status of the accumulated 
deferred taxes and to permit separate reporting and identification of (a) income 
account debits for tax deferrals and (b) income account credits for “reverse 
tax deferrals.” 

Finally, it may be added that although we adopt at this time Account 266.3 
below, “Accumulated Deferred Taxes on Income—Other,” we do so as a matter 
of convenience only, without specifying the uses to which this account may be 
put. Before doing so, we shall provide for any further proceedings respecting 
this matter which may be necessary and appropriate. 

The separate statement which follows this order renews contentions made to 
the examiner and to the Commission before they rendered their respective 
decisions in In Re Amere Gas Utilities Co., et al., 15 F. P. C. 760, and 16 F. P. C. 
880. Although such contentions are not germane to the matters here decided, as 
they have already been disposed of in the above case, we cite the Amere case 
here, rather than quote from it, in answer to the said separate statement. 

A number of suggested editorial changes have been adopted and are carried 
in the following amendments. 


The Commission further finds: 


(1) It is necessary and appropriate to carry out the provisions of the 
Natural Gas Act that the Commission’s Uniform System of Accounts Pre- 
scribed for Natural Gas Companies be amended to read as set forth in Appendix 
A hereto; and that the Commission’s Annual Report Form No. 2, prescribed in 
Section 260.1 of the Commission’s Regulations under the Natural Gas Act, be 
amended by adding thereto a schedule entitled “Accumulated Deferred Taxes on 
Income”, to delete the schedule “Reserve for Deferred Taxes on Income (Ac- 
count 259)”; and to amend the schedules “Balance Sheet” and “Statement of 
Income for the Year” of Annual Report Form No. 1, all as set forth in Appendix 
B hereto. 

(2) Good cause exists that these amendments be effective as of January 1, 
1958. 

The Commission, acting pursuant to the authority granted by the Natural Gas 
Act, particularly Sections 8, 10, and 16 thereof (52 Stat. 821, 825, 826, and 
830; 15 U. S. C. 717g, 717i and 7170), orders: 
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(A) The Uniform System of Accounts Prescribed for Natural Gas Com- 
panies, being Subchapter F of the Commission’s Regulations under the Natural 
Gas Act (18 C. F. R., Chapter I, Subchapter F, Part 201), is amended by sub- 
stituting for Accounts 259, revised Account 266 and subaccounts 266.1, 266.2, 
and 266.3; and substituting for Account 507-A and 507-B, revised Accounts 
507-A and 507-B, to read as set forth in Appendix A hereto. 

(B) Section 260.1 of the Commission’s Regulations under the Natural Gas 
Act (18 C. F. R., Chapter I, Subchapter G, Part 260) is amended so as to 
require the addition to Annual Report Form No. 2 prescribed thereunder of a 
schedule entitled “Accumulated Deferred Taxes on Income,” in place of the 
present schedule, “Reserve for Deferred Federal Income Taxes,” and to amend 
the schedules “Balance Sheet” and “Statement of Income for the Year” to pro- 
vide for the revised accounts herein prescribed, all as set forth in Appendix B 
hereto. 

(C) The amendments prescribed herein are effective as of January 1, 1958. 

Commissioner Connole not participating for the reasons set forth in separate 
statement. 


(Appendix on p. 832.) 



















































APPENDIX A 


AMENDMENT OF UNIFORM SYSTEM OF ACCOUNTS PRESCRIBED FOR NATURAL GAS 
COMPANIES RESPECTING TREATMENT OF DEFERRED TAXES ON INCOME PRESCRIBED 
BY ORDER NO. 203, ISSUED MAY 29, 1958, IN DOCKET NO. R-158 


266. Accumulated deferred taxes on income. 


This account shall be subdivided as shown below: 

Note A.—The text of subaccounts below are designed primarily to cover de- 
ferrals of federal income taxes arising under provisions of the Internal Revenue 
Code of 1954 but the subaccounts are also applicable to deferrals of State taxes 
on income. 

Norte B.—Natural Gas Companies which, in addition to a gas utility depart- 
ment, have another utility department, electric, water, etc., and which have 
deferred taxes on income with respect thereto shall classify such deferrals in 
the subaccounts provided below under subdivisions for each utility department. 


266 :1. Accumulated deferred taxes on income—accelerated amortization. 


A. This account shall be credited and Account 507-A, Provision for Deferred 
Taxes on Income, shall be debited with an amount equal to that by which taxes 
on income payable for the year are lower because of the use of accelerated 
(5-year) amortization of certified defense facilities in computing such taxes, as 
permitted by Section 168 of the Internal Revenue Code of 1954 (Section 124A of 
previous Internal Revenue Code), as compared to the depreciation (deduction) 
otherwise appropriate and allowable for tax purposes according to the straight 
line or other nonaccelerated depreciation method and appropriate estimated 
useful life for such property. 

B. This account shall be debited and Account 507-B, Taxes on Income Deferred 
in Prior Years—Credit, shall be credited with an amount equal to that by which 
taxes on income payable for the year are greater because of the use in prior 
year of accelerated (5-year) amortization of certified defense facilities instead of 
nonaccelerated depreciation otherwise appropriate for income tax purposes, 
and deferral of taxes in such prior years as described in paragraph A, above. 
Such debit to this account and credit to Account 507-B shall, in general, repre- 
sent the effect on taxes payable for the current year of the unavailability of a 
depreciation deduction for tax purposes, or a reduced amount, with respect to 
any depreciable property for which accelerated amortization was used in prior 
years, as compared to the depreciation deduction otherwise available and ap- 
propriate for such property, considering its estimated useful life, according to 
the depreciation method ordinarily used by the utility for similiar property 
in computing depreciation for tax purposes by a nonaccelerated or nonliberalized 
depreciation method. 

C. Records with respect to entries to this account, as described above, and 
the account balance, shall be so maintained as to show the factors of calculation 
and the separate amounts applicable to the facilities of each certification or 
authorization of accelerated amortization for tax purposes. 

D. The use of this account and the accounting described above are not manda- 
tory for any utility which, in accordance with a consistent policy, elects not to 
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follow deferred tax accounting even though accelerated amortization is used in 
computing taxes on income. If, however, deferred tax accounting is initiated 
with respect to any certified defense facility, the accounting shall not be sus- 
pended or discontinued on the property covered by that certificate, without 
approval of the Commission. 

E. The utility is restricted in its use of this account to the purposes set forth 
above. It shall not transfer the balance in this account or any portion thereof to 
surplus or make any use thereof except as provided in the text of this account 
without prior approval of the Commission. Any remaining balance of accumu- 
lated deferred taxes with respect to any certified defense facility for which 
deferred tax accounting has been followed shall, upon expiration of the esti- 
mated useful life of the facility on which deferred tax calculations were based, 
or upon retirement from service of such facility or predominant part thereof, 
be credited to Account 507-B, Taxes on Income Deferred in Prior Years—Credit, 
or otherwise be applied as the Commission may authorize or direct. 


266 :2. Accumulated deferred taxes on income—liberalized depreciation. 


A. This aecount shall be credited and Account 507-A, Provision for Deferred 
Taxes on Income, shall be debited with an amount equal to that by which taxes 
on income payable for the year are lower because of the use of liberalized depre- 
ciation in computing such taxes, as permitted by Section 167 of the Internal 
Revenue Code of 1954, as compared to the depreciation deduction otherwise 
appropriate and allowable for tax purposes for similar property of the same 
estimated useful life according to the straight line or other nonliberalized method 
of depreciation. 

B. This account shall be debited and Account 507-B, Taxes on Income Deferred 
in Prior Years—Credit, shall be credited with an amount equal to that by which 
taxes on income payable for the year are greater because of the use in prior 
years of liberalized depreciation for income tax purposes, and deferral of taxes 
in such prior years as described in paragraph A above. Such debit to this 
account and credit to Account 507-B, shall, in general, represent the effect on 
taxes payable for the current year of the smaller amount of depreciation per- 
mitted for tax purposes for the current year with respect to any depreciable 
property for which liberalized depreciation was used in prior years, as compared 
to the depreciation deduction otherwise appropriate and available for similar 
property of the same estimated useful life according to the straight line or 
other nonliberalized depreciation method ordinarily used by the utility in com- 
puting depreciation for tax purposes. 

C. Records with respect to entries to this account, as described above, and 
account balance, shall be so maintained as to show the factors of calculation and 
the separate amounts applicable to the plant additious of each vintage year for 
each class, group, or unit as to which different lieralized depreciation methods 
and estimated useful lives have been used. The underlying calculations to seg- 
regate and associate deferred tax amounts with the respective vintage years may 
be based on reasonable methods of approximation, if necessary, consistently 
applied. 

D. The use of this account and the accounting described above are not manda- 
tory for any utility, which in accordance with a consistent policy, elects not to 
follow deferred tax accounting even though liberalized depreciation is used in 
computing taxes on income. If, however, deferred tax accounting is initiated 
with respect to any property, such accounting shall not be discuntinued on that 
property without approval of the Commission. 

E. The utility is restricted in its use of this account to the purposes set forth 
above. It shall not transfer the balance in the account or any portion thereof 
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to surplus or make any use thereof except as provided in the text of this 
account without prior approval of the Commission. Any remaining deferred 
tax reserve balance with respect to any year’s plant additions or subdivisions 
thereof for which liberalized depreciation accounting has been followed or, 
upon retirement from service of such property or predominant portion thereof, 
or upon expiration of the estimated useful life on which the depreciation calcu- 
lations for tax purposes are based, shall be credited to Account 507-B, Taxes on 
Income Deferred in Prior Years—Credit, or otherwise applied as the Commis- 
sion may authorize or direct. 


266 :3. Accumulated deferred taxes on income—other. 


A. This account, when its use has been authorized by the Commission for 
specific types of tax deferrals, shall be credited and Account 507-A, Provision 
for Deferred Taxes on Income, shall be debited with an amount equal to that 
by which taxes on income payable for the year are lower because of the current 
use of deductions other than accelerated amortization or liberalized depreciation 
in the computation of income taxes, which deductions for general accounting 
purposes will not be fully reflected in the utility’s determination of annual net 
income until subsequent years. 

B. This account, when its use has been authorized by the Commission, shall 
be debited and Account 507-B, Taxes on Income Deferred in Prior Years—Credit, 
shall be credited with an amount equal to that by which taxes on income payable 
for the year are greater because of deferral of taxes on income in previous 
years, as provided by paragraph A, above, because of difference in timing for 
tax purposes of particular income deductions from that recognized by the 
utility for general accounting purposes, other than with respect to accelerated 
amortization or liberalized depreciation. Such debit to this account and credit 
to Account 507-B shall, in general, represent the effect on taxes payable in the 
current year of the smaller deduction permitted for tax purposes as compared 
to the amount recognized in the utility’s general accounts with respect to the 
item or class of items for which deferred tax accounting by the utility was 
authorized by the Commission. 

C. Records with respect to entries to this account, as described above, and 
the account balance, shall be so maintained as to show the factors of calculation 
with respect to each annual amount of the item or class of items, other than 
accelerated amortization or liberalized depreciation, for which tax deferral 
accounting Sy the utility is authorized by the Commission. 

D. The utility is restricted in its use of this account to the purposes set forth 
above. It shall not transfer the balance in the accounts or any portion thereof 
to surplus or make any use thereof except as provided in the text of this account, 
without prior approval of the Commission. Any remaining deferred tax account 
balance with respect to an amount for any prior year’s tax deferral, the amorti- 
zation of which or other recognition in the utility’s income accounts has been 
completed, or other disposition made, shall be credited to Account 507—B, Taxes 
on Income Deferred in Prior Years—Credit, or otherwise disposed of as the 
Commission may authorize or direct. 

Note.—In determining appropriate use of this account as a basis of request 
to the Commission for authorization of its use, consideration shall be given to the 
relative importance of the amount involved, and to other items in the utility’s 
accounts where “prepaid tax accounting” may be appropriate, such as situations 
(a) where the time of taking a deduction in computing taxes on income is such 
that the tax deduction must be delayed or applied to a series of future years 
as opposed to earlier recognition of such item in determination of income 
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in the general accounts of the utility, or (b) where inclusion of an income item 
is required for tax purposes but is to be recognized in whole or in part in the 
utility’s income accounts of a subsequent year or years. 





507—A. Provision for deferred taxes on income. 





This account shall be debited and the appropriate subdivision of Account 266, 
Accumulated Deferred Taxes on Income, shall be credited with an amount equal 
to any deferral of taxes on income as provided by Account 266 and the sub- 
accounts thereunder. There shall not be netted against entries required to be 
made to this account any credit amounts appropriately includible in Account 
507-B, Taxes on Income Deferred in Prior Years—Credit. 





507-B. Tages on income deferred in prior years—credit. 





This account shall be credited and the appropriate subacceunt of Account 
266, Accumulated Deferred Taxes, debited with an amount equal to the portion 
of taxes on income payable for the year that is attributable to a deferral of 
taxes in a prior year, in accordance with the plan of deferred tax accounting 
provided by Account 266. There shall not be netted against entries required to 
be made to this account any debit amounts appropriately includible in Account 
507—A, Provision for Deferred Taxes on Income. 


APPENDIX B 


AMENDMENT TO RULES PRESCRIBING 

















THE FORM AND FILING OF ANNUAL REPORT, 
F. P. C. FORM NO. 2, FOR NATURAL GAS COMPANIES (CLASSES A AND B) RELATING 
TO DEFERRED TAXES ON INCOME PRESCRIBED BY COMMISSION ORDER NO. 203; 
ISSUED MAY 29, 1958, IN DOCKET NO. R-158 





Form No. 2 is amended as follows: 

Comparative Balance Sheet—Liabilities and Other Credits—Statement A, 
page 13: 

Delete: 

Line No. Account 
42 (259) Reserve for Deferred Federal Income Taxes 

Change present line No. 43 to 42. 

Add: 


Line No. 













Title 
45 Accumulated Deferred Taxes on Income 
Line No. Account 
46 (266) Accumulated Deferred Taxes on Income 
Change present line No. 46 to 47. 
Statement of Income for the Year—Operating Income— 
Statement C, page 18: 
Change title of accounts to read: 
















Line No. Account 
13. 507A _ Provision for Deferred Taxes on Income 
14 507B Taxes on Income Deferred in Prior Years— 
Credit 
Page 48A Delete existing schedule, ‘‘Reserve for Deferred Taxes on 
Income (Account 259)’’ and substitute therefor the revised schedule, “‘Ac- 
cumulated Deferred Taxes on Income (Account 266)” shown on page B-2: 
hereof. 
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RR GINE Cin citvticitnt Hethecilibistoddiensbinositésbbtbcitbctintas Year ended Dec. 31, 19.... 


1. Report the information called for below concerning the respondent’s accounting for deferred 
taxes on income. 

2. In the space provided, furnish significant explanations, including the following: 

(a) Accelerated Amortization—State for each certification number a brief description of property, 
total and amortizable cost of such property, date amortization for tax purposes commenced, 
*‘normal” depreciation rate used in computing deferred tax amounts. 

(b) Liberalized Depreciation—State the methods of liberalized depreciation and estimated | 
useful lives being used and the classes of plant to which each is being applied, and whether for the 
year’s additions to any class of property the liberalized depreciation method is different from that 
| Of previous years for such class of property. For any debit to Account 266 and credit to Account 
| 507B, Taxes on Income Deferred in Prior Years—Credit, state the year’s plant additions and prop- 
erty class with respect to which such credit to operations is made. 


| 
| ACCUMULATED DEFERRED TAXES ON INCOME (Account 266) 




































































(c) Other—Describe the amounts for which deferred tax accounting in this classification is being 
followed by the respondent and the basis therefor, and give referonce to the order or other action 
of the Commission authorizing or directing such accounting. 

| 
Changes during year | 
i | 
} Line | | Balance | | Balance 
| No. Account subdivisions | beginning | Amounts ; Amounts end of 
j | ofyear | debited credited | year 
| | | account account | 
| | “507A 1 507B 2 | 
(a) | ® | © (a) | 
| 
| Accelerated Amortization (Account 266.1): | | 
| 1 ee | 
| 2 | Electric. ....... wel | | 
| 3 | Other (specify) 
| 4] Se re tk 
| Liberalized Depreciation (Account 266.2): | | | : 
| ° BB. cnc awecconcdeccessoccesesccosuccocs | 
| 6 Electric. -..--- 
| 7 Other (specify) .- 
} 
; 4 I ts ist oc Ses a | 
Other (Account 266.3): | ‘te a a 

9 Rosa ee iiece 

10 Electric 

ll Other (specify) | | 

12 | Wi ae oe 

| Total (Account 266): | 
13 Niassa clihecthapsliehdiainiaianeeninage apace iab initiate 
| 14 Electric 
15 SN IND Pe Gicticnnkniuiddduncacinet | 
16 | aia tasicioaiiiilaliannicsiebbiaiabenlaaiarined | 
| Classification of total: | - 7 
17 | oo a ee 
18 State incomes tax...............---...-2- | 





! Account 507A, Provision for Deferred Taxes on Income. 


2 Account 507B, Taxes on Income Deferred in Prior Years—Credit. 





ConnoLe, Commissioner, not participating: 

This order proceeds from an unsound premise. Accordingly, I cannot concur 
with it. To dissent, however, is to state the position I should take, assuming the 
premise were sound. This seems unnecessary and unwise for I have not con- 
sidered adequately what the soundest policy would be on such an assumption. 

For these reasons it is impossible for me to participate in this decision. 

The importance of the decision, however, and its applicability to all companies 
under our jurisdiction requires that I restate briefly the reasons on which my 
position is based. In the interests of fairness and completeness I believe the 
reasons for and against this important statement of position, should be available 
or referred to in one place. 

In Re Amere Gas Utilities Co., 15 F. P. C. 760 at 783, I set out why it was 
unsound to permit utility companies generally to create an income account which 
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would be debited with something called “the amount of tax deferrals.” Simi- 
larly, it is unsound to create a balance sheet account to which to credit such 
“deferrals.” 

Because that order had limited application, and because an understanding 
of my views there is essential to understanding my position here, I point out 
these facts again. 

First, only if dollars of plant replacements are less than the dollars of 
plant retirements during an extended period will Federal income tax liability 
ever exceed the amount currently charged the income tax account during the 
period and result in a net reduction of the balance sheet account. But the pos- 
sibilities of dollars retirements at cost ever exceeding dollars of replacements 
and extensions of facilities are non-existent in the utility industry generally. 
Therefore, there never will be a time “when tax liabilities increase”! and the 
proposed account “Accumulated Deferred Taxes on Income” will never be 
debited. 

Secondly, Section 167 is entirely distinguishable as to subject matter, purpose 
and effect from Section 168 with which we dealt in Opinion 264. No continuing 
reduction in taxes resulted from the operation of Section 168 as it does from the 
operation of Section 167. Being two different problems what we or the Court 
has said about one has no bearing on our disposition of the other. 

Lastly, there is no evidence that the Congress intended to authorize the 
charging against rate payers of amounts to be used for permanent contributions 
to plant expansion and other capital purposes in the face of recognized princi- 
ples of law and utility responsibility rendering such unneccessary. 

Accordingly, there is no occasion, in my opinion, for the Commission ever to 
be confronted with the problem of to what accounts should an amount of dollars 
be debited and credited. These dollars should never appear anywhere above 
the line in a utilities income statement as legitimate and reasonable operating 
revenue deductions, they should never be charged against rate payers in any 
form and, hence, ought not to be recovered in the form of operating utility 
revenues. 

This should make it clear why I have never been able to bring myself to 
take the first step, and why any consideration by me of what accounts to use 
for non-existent dollars would be a futile, fruitless task. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, and William R. Connole. 


AMENDMENT OF UNIFORM SYSTEM OF ACCOUNTS PRESCRIBED FOR 
PUBLIC UTILITIES AND LICENSEES AND ANNUAL REPORT FORM NO. 1 
RESPECTING TREATMENT OF DEFERRED TAXES ON INCOME 


DOCKET NO. R-159 
ORDER No. 204 


ORDER AMENDING UNIFORM SYSTEM OF ACCOUNTS PRESCRIBED FOR PUBLIC UTILITIES 
AND LICENSEES TO PROVIDE FOR THE ACCOUNTING AND REPORTING OF 
DEFERRED TAXES ON INCOME 


(Issued May 29, 1958) 


The Commission has under consideration in this proceeding the amendment of 
Subchapter C of the Commission’s Rules and Regulations under the Federal 


1 Majority opinion, p. 828. 
554728—61 55 
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Power Act entitled “Uniform System of Accounts Prescribed for Public Utilities 
and Licensees” (18 C. F. R., Chapter I, Subchapter C, Part 101), by adding new 
Accounts designated as Account 259 with subaccounts 259.1, 259.2, and 259.3, and 
new Accounts 507—A and 507-B, as set forth in the Commission’s notice of rule 
making under date of February 8, 1957. We are also concerned with the amend- 
ment of Annual Report Form No. 1 prescribed by Section 141 of the Commis- 
sion’s Regulations under the Federal Power Act (18 C. F. R., Chapter I, Sub- 
chapter D, Part 141) by adding thereto a schedule to appropriately reflect the 
foregoing changes in the System of Accounts, as indicated by the attachment 
to the aforesaid notice of rule making, and to further amend the Report Form 
to provide for inclusion in the pertinent schedules of the new accounts herein 
adopted. 

The principal purposes of the proposed amendments are (1) to provide the 
accounts and related instructions whereby public utilities and licensees under 
the Federal Power Act utilizing deferred tax accounting can account for and 
report tax deferrals related to liberalized depreciation permitted under Sec- 
tion 167 of the Internal Revenue Code of 1954, contemplated by the Commission’s 
order issued August 29, 1956, in Matter of Amere Gas Utilities Co., et al., docket 
No. G-6385 (16 F. P. C. 880), as well as account for other tax deferrals; and 
(2) to provide the accounts and related instructions whereby such public utili- 
ties and licensees can account for and report tax deferrals related to accelerated 
amortization permitted under Section 168 of the Internal Revenue Code of 
1954. The Amere decision of course involved “natural-gas companies” under the 
Natural Gas Act; but the principles and policies set forth there are in general 
applicable to public utilities and licensees under the Federal Power Act as well. 
We are concerned in this proceeding solely with the accounting treatment to be 
accorded deferred taxes and not with matters pertaining to rate making. 

As more fully appears below, we conclude that the foregoing purposes can best 
be accomplished by amending our Uniform System of Accounts for Public Utili- 
ties and Licensees by adding a new Account 266 with appropriate subaccounts, 
and new Accounts 507—A and 507-B, as set forth in Appendix A to this order, 
generally with the provisions and in the form carried in our February 8, 1957, 
notice of rule making but with the revisions as to account titles and 
otherwise hereinafter described. 

In that notice, we gave permission to any interested person to submit data, 
views, comments and suggestions in writing concerning the matters involved here- 
in. General public notice of the proposed rule making was given by publication of 
notice in the Federal Register on February 14, 1957 (22 F. R., 931). Thirty- 
seven responses were received from public utilities and licensees, state public 
utility commissions and state and municipal authorities, and utility service 
organizations and accounting firms.1 Pursuant to Commission order issued July 
26, 1957, the instant docket No. R-159 was consolidated with docket No. 
R-158 2 for the purpose of oral argument, in view of the fact that these dockets 
presented parallel issues. Oral argument was had on the proposed amendments 
on September 17, 1957. As a matter of convenience, separate orders will be issued 
in docket Nos. R-159 and R-158 respectively. 

As indicated above, these proceedings are in part the culmination of the 
Amere proceedings in which, by order issued June 30, 1956, affirming the initial 


1 This number excludes the replies of small municipal utilities to which deferred tax 
accounting is not applicable. 

2 Docket No. R-158 involves proceedings to amend the Uniform System of Accounts 
Prescribed for Natural-Gas Companies under the Natural Gas Act in matters substantially 
similar to those involved herein. 
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decision of the presiding examiner issued February 29, 1956, we concluded that, 
as a matter of principle, the Commission’s Uniform System of Accounts for 
natural-gas companies should be amended to make provisions for deferred 
taxes arising from liberalized depreciation under Section 167 of the Internal 
Revenue Code of 1954, similarly to the amendments we had previously pre- 
scribed for natural-gas companies in order No. 171, issued April 21, 1954, in 
docket No. R-126, making provision for deferred taxes related to accelerated 
amortization under Section 124 A now Section 168 of the tax code. However, 
we have postponed to the instant proceeding a consideration of the mechanics 
whereby deferred tax accounting for public utilities and licensees with respect 
both to accelerated amortization and to liberalized depreciation could best be 
provided for in the Uniform System of Accounts for Public Utilities and 
Licensees. 

Relying on the entire records in these proceedings, we have determined what 
amendments are necessary and appropriate to carry out the above-stated pur- 
poses. In this regard, as indicated above, the question whether to amend our 
System of Accounts to make provision for deferred taxes related to liberalized 
depreciation was decided in the affirmative in the Amere proceedings insofar as 
natural-gas companies are concerned, a fact clearly evident from the notice of 
rule-making cited above.? 

The proposed amendments set forth in our notice of rule making call for 
establishing an income Account 507—A, “Provision for Deferred Taxes on In- 
come”, which would be debited during the period of temporary tax reductions 
with the amount of tax deferrals; and a new balance sheet Account 259.2, 
“Reserve for Deferred Taxes on Income—Liberalized Depreciation”, which 
would be credited with such amounts. Subsequently, when tax liabilities in- 
crease because of smaller depreciation deductions for tax purposes, the process 
would be reversed. Proposed Account 507—B, “Credits to Operations Arising from 
Taxes on Income Deferred in Prior Years—Credit”, would then be credited and 
Account 259.2 debited with an amount equal to the increase in taxes payable, 
attributable to the smaller depreciation deduction than otherwise allowable for 
tax purposes on the related facilities. Deferred taxes arising from accelerated 
amortization would be treated correspondingly under the proposed amendments. 
Thus, initially, proposed income Account 507-A would be debited with an 
amount equal to the temporary tax reduction resulting from use of accelerated 
amortization, and balance sheet Account 259.1, “Reserve for Deferred Taxes 
on Income—<Accelerated Amortization”, would be credited with such amount. 
Subsequently, Account 507-B would be credited and Account 259.1 debited with 
an amount equal to the increase in taxes attributable to the unavailable or 
reduced depreciation deduction allowable for tax purposes due to use of accel- 
erated amortization in prior years. 

A majority of the thirty-seven responses in this proceeding favor amending the 
Commission’s Uniform System of Accounts generally. However, many recom- 


® We quoted in that notice the following language contained in our Amere order, 16 
F. P. C. at 881: 


On the record in this proceeding we have heretofore by our order issued June 30, 
1956, affirming the decision of the presiding examiner, concluded that the Uniform 
System of Accounts Prescribed for Natural Gas Companies subject to the provisions 
of the Natural Gas Act, as amended by order No. 171 relating to accelerated amortiza- 
tion, should be further amended to make similar provision for liberalized depreciation. 
However, the due and orderly effectuation of that conclusion in a manner uniformly 
applicable not only to Amere Gas Utilities Co., et al., but to all natural-gas companies 
subject to the provisions of the Natural Gas Act will, under our order, await the 
initiation and completion of rule making proceedings in which such amendment can 
be prescribed. We expect to initiate such proceedings at an early date. 
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mend editorial changes or changes in specific provisions of the proposed 
amendments. Three State utility commissions recommend in favor of the 
amendments, two against. In considering objections to the adoption of the 
proposed amendments, we need discuss only three main points. 

First, question arises whether accumulated deferred taxes should be included 
in a reserve account as provided in the proposed amendments, or in some other 
account such as a restricted surplus account. On consideration of the various 
aspects of this problem, we conclude that the congressional purposes which led 
to the enactment of Section 167 of the Tax Code* can reasonably be achieved by 
employing the procedures contemplated in the proposed amendments described 
above, but providing a balance sheet treatment that neither identifies the ac- 
cumulated amounts as a reserve or as restricted surplus. 

As this record shows, there are both advantages and disadvantages to the use 
of either the reserve or the restricted surplus treatment in accounting for 
accumulated deferred taxes. It is argued that the reserve treatment is superior 
in more directly providing for future tax liability. However, the reserve treat- 
ment necessarily emphasizes a liability concept, although the accumulated tax 
deferrals cannot be said to represent an actual indebtedness. Even though tax 
deferrals have certain aspects as a long-term debt, their evaluation as an exist- 
ing liability cannot be fully justified considering the long-term and non-interest 
bearing features. 

In favor of the restricted surplus treatment it is argued that the temporary 
classification of deferred tax amounts as equity capital sufficiently provides for 
such accumulations as may be needed for future taxes while improving the rating 
of the company’s securities and reducing its costs of financing. On the other 
hand, it is evident that classification of tax deferrals as surplus, even though 
restricted, tends to disregard their essential character as provisions from income 
committed to the single purpose of providing for future taxes. 

In fact, we think that none of the balance sheet categories of the Commission’s 
Uniform System of Accounts is entirely suitable for the extraordinary account- 
ing which tax deferral requires. In view of the differences of opinion and con- 
flicting considerations present, what is called for, in our judgment, is a separate 
balance sheet classification for accumulated deferred taxes. This will assure 
clear disclosure of this important item and lessen the possibilities of mis- 
understanding and misinterpretation of the nature and purposes of accumu- 
lated tax deferrals. It will meet the intent of Congress that the funds gen- 
erated from the effect of accelerated amortization and liberalized depreciation 
be available to the utilities for plant expansion. And while making provision for 
future tax liability, it will not foreclose financial analysts, investors and others 
from considering these amounts a part of equity capital if they think proper, 


The congressional intent is disclosed, we believe, in the following language which 
appears in both the Report of the House Committee on Ways and Means (H. Rep. No. 
1337, 83rd Cong., 2d Sess., p. 24) and the Report of the Senate Committee on Finance 
(Sen. Rep. No. 1622, 83rd Cong., 2d Sess., p. 26) respecting the provisions for liberalized 
depreciation in what became Section 167 of the Internal Revenue Code of 1954: 
More liberal depreciation allowances are anticipated to have far-reaching economic 
effects. The incentive resulting from the changes are well timed to help maintain 
the present high level of investment in plant and equipment. The acceleration in 
the speed of the tax-free recovery of costs is of critical importance in the decision of 
management to incur risk. The faster tax writeoff would increase available working 
capital and materially aid growing businesses in the financing of their expansion. 
For all segments of the American economy, liberalized depreciation policies should 
assist modernization and expansion of industrial capacity, with resulting economic 
growth, increased production, and a higher standard of living. 
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with such consequential benefits to the rating of the company’s securities and 
costs of financing as may result therefrom. 

We conclude that the most appropriate treatment of accumulations of deferred 
taxes involves the addition of a new balance sheet classification to the Commis- 
sion’s Uniform System of Accounts for Public Utilities and Licensees entitled 
“Accumulated Deferred Taxes on Income,” and inclusion in this classification 
of Account 266, “Accumulated Deferred Taxes on Income,” comprising the sub- 
accounts set forth in Appendix A to this order. 

In view of the fact that some state regulatory commissions also having ac- 
counting jurisdiction have specified the restricted surplus treatment and others 
the reserve treatment, some parties urge that we adopt accounting provisions 
which would permit either a restricted surplus or a reserve treatment. In our 
opinion, this dual or alternative treatment would cause intolerable confusion and 
conflict in the Commission’s prescribed accounting and would be contrary to the 
public interest. We regret the inconsistency which has arisen among the several 
state commissions. Under the circumstances, however, we see no reasonable 
solution to the problem for those utilities which are required by a state com- 
mission to report deferred taxes in a reserve or surplus account but to classify 
the deferred taxes in accordance with state requirements for state purposes, 
and to use the treatment specified by this order for the purposes of this 
Commission. 

The second point which deserves mention is that, as set forth in paragraph 
D of Accounts 266.1 and 266.2 below, the deferred tax accounting provided for 
in the amendments to the System of Accounts is not mandatory for any utility 
which, in accordance with a consistent policy, elects not to follow deferred tax 
accounting even though accelerated amortization or liberalized depreciation 
is used in computing taxes on income. This non-mandatory feature is desirable, 
among other reasons, to avoid to the extent possible conflict with requirements 
which may be prescribed by state regulatory authorities having major rate 
regulatory responsibilities, some of which may authorize and others deny 
deferred tax accounting. 

Third, the accounting provisions relating to liberalized depreciation set 
forth in paragraph C of Account 266.2 include the requirement that records 
of deferred taxes shall be kept showing the factors of calculation and the sepa- 
rate amounts applicable to the plant additions of each vintage year for each 
class, group, or unit as to which different liberalized depreciation methods and 
service life expectancies have been used. We do not agree that such record 
keeping requirements will be unreasonably burdensome, as a few of the re- 
sponses assert. If they prove to be so, such remedies as may be necessary can 
no doubt be found. To this end, we have indicated by revision in the text of this 
subaccount that, where necessary, the underlying calculations to segregate and 
associate deferred tax amounts and subsequent “reserve deferrals” with the re- 
spective vintage years may be based on reasonable methods of approximation, 
consistently applied. This revision in text should make it clear that the revised 
accounts deal only with deferred tax accounting and add to the system of ac- 
counts no new plant accounting requirements. It is recognized, however, that 
certain plant classification requirements are inherent in the Internal Revenue 
Code and related regulations with respect to the Code Sections 167 and 168. The 
deferred tax records specified in this order are for the principal purpose of 
enabling full disclosure of the composition and status of the accumulated 
deferred taxes and to permit separate reporting and identification of (a) in- 
come account debits for tax deferrals and (b) income account credits for 
“reserve tax deferrals”. 
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Finally, it may be added that although we adopt at this time, Account 266.3 
below, “Accumulated Deferred Taxes on Income—Other”, we do so as a matter 
of convenience only, without specifying the uses to which this account may 
be put. Before doing so, we shall provide for any further proceedings respecting 
this matter which may be necessary or appropriate. 

The separate statement which follows this order renews contentions made tv 
the examiner and to the Commission before they rendered their respective de- 
cisions in In Re Amere Gas Utilities Co., et al., 15 F. P. C. 760, and 16 F. P. C. 
880. Although such contentions are not germane to the matters here decided, 
as they have already been disposed of in the above case, we cite the Amere case 
here, rather than quote from it, in answer to the said separaate statement. 

A number of suggested editorial changes have been adopted and are carried 
in the following amendments: 


The Commission further finds: 


(1) It is necessary and appropriate to carry out the provisions of the Federai 
Power Act that the Commission’s Uniform System of Accounts Prescribed for 
Public Utilities and Licensees be amended by the addition of the accounts 
specified in paragraph (A) below, to read as set forth in Appendix A of this 
order; and to amend Annual Report Form No. 1, prescribed in Section 141.1 of 
the Commission’s Regulations under the Federal Power Act, by adding thereto a 
schedule entitled “Accumulated Deferred Taxes on Income”, and to amend 
the schedules “Balance Sheet” and “Statement of Income for the Year” of 
Annual Report Form No. 1 to provide for new accounts all as set forth in Ap 
pendix B hereto. 

(2) Good cause exists that these amendments be effective as of January 1, 
1958. 

The Commission, acting pursuant to the authority granted by the Federal 
Power Act, particularly Sections 301, 304, and 309 thereof (49 Stat. 854, 855 and 
858) ; 16 U. S. C. 825, 825c, and 825h), orders: 

(A) The Uniform System of Accounts Prescribed for Public Utilities and 
Licensees, being Subchapter C of the Commission’s Regulations under the 
Federal Power Act (18 C. F. R., Chapter I, Subchapter E, Part 101), is amended 
by adding new Account 266 with subaccounts 266.1, 266.2, and 266.3 and new 
Accounts 507—A and 507-B, to read as set forth in Appendix A hereto. 

(B) Section 141.1 of the Commission’s Regulations under the Federal Power 
Act (18 C. F. R., Chapter I, Subchapter D, Part 141) is amended so as to pro- 
vide for the addition to Annual Report Form No. 1 prescribed thereunder of a 
schedule entitled ‘Accumulated Deferred Taxes on Income”, and to amend the 
schedules “Balance Sheet’ and “Statement of Income for the Year” of Annual 
Report Form No. 1, all as set forth in Appendix B hereto. 

(C) The amendments prescribed herein are effective as of January 1, 1958. 

Commissioner Connole not participating for the reasons set forth in separate 
statement. 


APPENDIX A 


AMENDMENT OF UNIFORM SYSTEM OF ACCOUNTS PRESCRIBED FOR PUBLIC UTILITIES 
AND LICENSEES RESPECTING TREATMENT OF DEFERRED TAXES ON INCOME PRESCRIBED 
BY ORDER NO. 204, ISSUED MAY 29, 1958, IN DOCKET NO. R-159 

266. Accumulated deferred taxes on income. 


The subaccounts below are provided for the use of Public Utilities and 
Licensees which (a) have filed with the Commission, copy of an order or other 
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authorization by a state public service commission having jurisdiction, author- 
ing accounting for deferred taxes on income, (b) in the absence of necessity of 
authorization by a state public service commission having jurisdiction, have 
filed with the Commission a statement of proposed plan of accounting for de- 
ferred taxes on income, or (c) which have obtained authorization of the Com- 
mission for use of subaccount 266.3 relating to deferred tax accounting other 
than with respect to accelerated amortization or liberalized depreciation. 

Note A.—The text of subaccounts below are designed primarily to cover de- 
ferrals of federal income taxes pursuant to provisions of the Internal Revenue 
Code of 1954 but the subaccounts are also applicable to deferrals of State taxes 
on income. 

Note B.—Public Utilities and Licensees which, in addition, to an electric 
utility department, have another utility department, gas, water, etc., and which 
have deferred taxes on income with respect thereto shall classify such deferrals 
in the subaccounts provided below under Subdivisions for each utility de- 
partment. 


266 :1. Accumulated deferred tares on income—accelerated amortization. 


A. This account shall be credited and Account 507—A, Provision for Deferred 
Taxes on Income, shall be debited with an amount equal to that by which taxes 
on income payable for the year are lower because of the use of accelerated 
(5-year) amortization of certified defense facilities in computing such taxes, as 
permitted by Section 168 of the Internal Revenue Code of 1954 (Section 124A of 
previous Internal Revenue Code), as compared to the depreciation deduction 
otherwise appropriate and allowable for tax purposes according to the straight 
line or other nonaccelerated depreciation method and appropriate estimated 
useful life for such property. 

B. This account shall be debited and Account 507-B, Taxes on Income De- 
ferred in Prior Years—Credit, shall be credited with an amount equal to that by 
which taxes on income payable for the year are greater because of the use in 
prior years of accelerated (5-year) amortization of certified defense facilities 
instead of non-accelerated or non-liberalized depreciation otherwise appropriate 
for income tax purposes, and deferral of taxes in such prior years as described 
in paragraph A, above. Such debit to this account and credit to Account 507-B 
shall, in general, represent the effect on taxes payable for the current year of 
the unavailability of a depreciation deduction for tax purposes, or a reduced 
amount, with respect to any depreciable property for which accelerated amorti- 
zation was used in prior years, as compared to the depreciation deduction other- 
wise available and appropriate for such property, considering its estimated use- 
ful life, according to the depreciation method ordinarily used by the utility for 
similar property in computing depreciation for tax purposes by a nonaccel- 
erated or nonliberalized depreciation method. 

C. Records with respect to entries to this account, as described above, and the 
account balance, shall be so maintained as to show the factors of calculation and 
the separate amounts applicable to the facilities of each certification or author- 
ization of accelerated amortization for tax purposes. 

D. The use of this account and the accounting described above are not manda- 
tory for any utility, which in accordance with a consistent policy, elects not to 
follow deferred tax accounting even though accelerated amortization is used in 
computing taxes on income. If, however, deferred tax accounting is initiated 
with respect to any certified defense facility, the accounting shall not be sus- 
pended or discontinued on the property covered by that certiftcate, without 
approval of the Commission. 
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BE. The utility is restricted in its use of this account to the purposes set forth 
above. It shall not transfer the balance in this account or any portion thereof 
to surplus or make any use thereof except as provided in the text of this 
account without prior approval of the Commission. Any remaining balance of 
accumulated deferred taxes with respect to any certified defense facility for 
which deferred tax accounting has been followed, shall, upon expiration of the 
estimated useful life of the facility on which deferred tax calculations were 
based, or upon retirement of such facility or predominant part thereof, be 
credited to Account 507—-B, Taxes on Income Deferred in Prior Years—Credit, 
or otherwise be applied as the Commission may authorize or direct. 


266 :2. Accumulated deferred tares on income—liberalized depreciation. 


A. This account shall be credited and Account 507—A, Provision for Deferred 
Taxes on Income, shall be debited with an amount equal to that by which taxes 
on income payable for the year are lower because of the use of liberalized 
depreciation in computing such taxes, as permitted by Section 167 of the Internal 
Revenue Code of 1954, as compared to the depreciation deduction otherwise 
appropriate and allowable for tax purposes for similar property of the same 
estimated useful life according to the straight line or other nonliberalized 
method of depreciation. 

B. This account shall be debited and Account 507—-B, Taxes on Income De- 
ferred in Prior Years—Credit, shall be credited with an amount equal to that 
by which taxes on income payable for the year are greater because of the use 
in prior years of liberalized depreciation for income tax purposes, and deferral 
of taxes in such prior years as described in paragraph A above. Such debit to 
this account and credit to Account 507-B, shall, in general, represent the effect 
on taxes payable for the current year of the smaller amount of depreciation per- 
mitted for tax purposes for the current year with respect to any depreciable 
property for which liberalized depreciation was used in prior years, as compared 
to the depreciation deduction otherwise appropriate and available for similar 
property of the same estimated useful life according to the straight line or other 
nonliberalized depreciation method ordinarily used by the utility in computing 
depreciation for tax purposes. 

C. Records with respect to entries to this account, as described above, and 
account balance, shall be so maintained as to show the factors of calculation and 
the seperate amounts applicable to the plant additions of each vintage year for 
each class, group, or unit as to which different liberalized depreciation methods 
and estimated useful lives have been used. The underlying calculations to segre- 
gate and associate deferred tax amounts with the respective vintage years may 
be based on reasonable methods of approximation, if necessary, consistently 
applied. 

D. The use of this account and the accounting described above are not manda- 
tory for any utility, which in accordance with a consistent policy, elects not to 
follow deferred tax accounting even though liberalized depreciation is used in 
computing taxes on income. If however, deferred tax accounting is initiated 
with respect to any property such accounting shall not be discontinued on that 
property, without approval of the Commission. 

E. The utility is restricted in its use of this account to the purposes set forth 
above. It shall not transfer the balance in the account or any portion thereof to 
surplus or make any use thereof except as provided in the text of this account 
without prior approval of the Commission. Any remaining deferred tax balance 
with respect to any year’s plant additions or subdivisions thereof for which 
liberalized depreciation accounting has been followed upon retirement from 
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service of such property or predominant portion thereof, or upon expiration of 
the estimated useful life on which the depreciation calculations for tax purposes 
are based, shall be credited to Account 507-B, Taxes on Income Deferred in 
Prior Years—Credit, or otherwise applied as the Commission may authorize or 
direct. 


266 :3. Accumulated deferred taxes on income—other. 


A. This account, when its use has been authorized by the Commission for 
specific types of tax deferrals shall be credited and Account 507—A, Provision 
for Deferred Taxes on Income, shall be debited with an amount equal to that by 
which taxes on income payable for the year are lower because of the current 
use of deductions other than accelerated amortization or liberalized deprecia- 
tion in the computation of income taxes, which deductions for general accounting 
purposes will not be fully reflected in the utility’s determination of annual net 
income until subsequent years. 

B. This account, when its use has been authorized by the Commission, shall 
be debited and Account 507-B, Taxes on Income Deferred in Prior Years— 
Credit, shall be credited with an amount equal to that by which taxes on income 
payable for the year are greater because of deferral of taxes on income in previ- 
ous years, as provided by paragraph A, above, because of difference in timing 
for tax purposes of particular income deductions from that recognized by the 





utility for general accounting purposes, other than with respect to accelerated 
amortization or liberalized depreciation. Such debit to this account and 
































credit to Account 507—B shall, in general, represent the effect on taxes payable in 
the current year of the smaller deduction permitted for tax purposes as com- 
pared to the amount recognized in the utility’s general accounts with respect to 
the item or class of items for which deferred tax accounting by the utility was 
authorized by the Commission. 

C. Records with respect to entries to this account, as described above, and the 
Account balance, shall be so maintained as to show the factors of calculation 
with respect to each annual amount of the item or class of items, other than 
accelerated amortization or liberalized depreciation, for which tax deferral 
accounting by the utility is authorized by the Commission. 

D. The utility is restricted in its use of this account to the purposes set 
forth above. It shall not transfer the balance in the account or any portion 
thereof to surplus or make any use thereof except as provided in the text 
of this account, without prior approval of the Commission. Any remaining de- 
ferred tax Account balance with respect to an amount for any prior year’s tax 
deferral, the amortization of which or other recognition in the utility’s income 
accounts has been completed, or other disposition made, shall be credited to 
Account 507-B, Taxes on Income Deferred in Prior Years—Credit, or otherwise 
disposed of as the Commission may authorize of direct. 

Notre.—In determining appropriate use of this account as a basis of request 
to the Commission for authorization of its use, consideration shall be given to 
the relative importance of the amount involved, and to other items in the util- 
ity’s accounts where “prepaid tax accounting’ may be appropriate such as 
situations (a) where the time of making a deduction on computing taxes on 
income is such that the tax deduction must be delayed or applied to a series of 
future years as opposed to earlier recognition of such item in determination of 
income in the general accounts of the utility, or (b) where inclusion of an 
income item is required for tax purposes but is to be reconized in whole or in 
part in the utility’s income accounts of a subsequent year or years. 
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507-A. Provision for deferred tazres on income. 


This account shall be debited and the appropriate subdivision of Account 266, 
Accumulated Deferred Taxes on Income, shall be credited with an amount equal 
to any deferral of taxes on income as provided by Account 266 and the sub- 
accounts thereunder. There shall not be netted against entries required to be 
made to this account any credit amounts appropriately includible in Account 
507-B, Taxes on Income Deferred in Prior Years—Credit. 


507-B. Tazes on income deferred in prior years—credit. 

This account shall be credited and the appropriate subaccount of Account 266, 
Accumulated Deferred Taxes on Income, debited with an amount equal to the 
portion of taxes on income payable for the year that is attributable to a deferral 
of taxes on income in a prior year, in accordance with the plan of deferred tax 
accounting provided by Account 266. There shall not be netted against entries 


required to be made to this account any debit amounts appropriately includible 
in Account 507—A, Provision for Deferred Taxes on Income. 


APPENDIX B 


AMENDMENT TO RULES PRESCRIBING THE FORM AND FILING OF ANNUAL REPORT, 
F. P. C. FORM NO. 1, FOR ELECTRIC UTILITIES AND LICENSEES (CLASSES A AND B) 
RELATING TO DEFERRED TAXES ON INCOME PRESCRIBED BY COMMISSION ORDER 
NO. 204, ISSUED MAY 29, 1958, IN DOCKET NO. R-159. 


Form No. 1 is amended as follows: 
Comparative Balance Sheet—Liabilities and Other Credits—Statement A, 


page 13: 
Line No. Title 
45 (Add) Accumulated Deferred Taxes on Income 
Line No. Account 
46 (Add) (266) Accumulated Deferred Taxes on Income 
Change present line No. 45 to 47. 
Statement of Income for the Year—Operating Income—Statement C, 
page 18: 
Line No. Account 
13 (Add) (507A) Provision for Deferred Taxes on Income 
14 (Add) (507B) Taxes on Income Deferred in Prior Years—Credit 
Change present line Nos. 13 to 44, inclusive, to 15 to 46, inclusive. 
Page 48A Add schedule, ‘‘Accumulated Deferred Taxes on Income (Account 
266),’’ shown on page B-2 hereof. 





Annual report of. 


1. Report the information called for below concerning the respondent’s accounting for deferred 
taxes on income. 

2. In the space provided, furnish significant explanations, including the following: 

(a) Accelerated Amortization—State for each certification number a brief description of property, 
total and amortizable cost of such property, date amortization for tax purposes commenced, 
“normal’”’ depreciation rate used in computing deferred tax amounts. 

(b) Liberalized Depreciation—State the methods of liberalized depreciation and estimated 
useful lives being used and the classes of plant to which each is being applied, and whether for the 
year’s additions to any class of property the liberalized depreciation method is different from that 
of previous years for such class of property. For any debit to Account 266 and credit to Account 
507B, Taxes on Income Deferred in Prior Years—Credit, state the year’s plant additions and prop- 
| erty class with respect to which such credit to operations is made. 

(c) Other—Describe the amounts for which deferred tax accounting in this classification is being 
followed by the respondent and the basis therefor, and give reference to the order or other action 
of the Commission authorizing or directing such accounting. 
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panies 


1 Account 507A, Provision for Deferred Taxes on Income. : 
2 Account 507B, Taxes on Income Deferred in Prior Years—Credit. 


CoNNOLE, Commissioner, not participating: 
This order proceeds from an unsound premise. Accordingly, I cannot concur 
with it. To dissent, however, is to state the position I should take, assuming the 
premise were sound. This seems unnecessary and unwise for I have not con- 
sidered adequately what the soundest policy would be on such an assumption. 
For these reasons it is impossible for me to participate in this decision. 
The importance of the decision, however, and its applicability to all com- 


which my position is based. 


believe the reasons for and against this important statement of position, should 
be available or referred to in one place. 
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under our jurisdiction requires that I restate briefly the reasons on 
In the interests of fairness and completeness I 
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In Re Amere Gas Utilities Co., 15 F. P. C. 760 at 783, I set out why it was 
unsound to permit utility companies generally to create an income account 
which would be debited with something called “the amount of tax deferrals.” 
Similarly, it is unsound to create a balance sheet account to which to credit 
such “deferrals.” 

Because that order had limited application, and because an understanding of 
my views there is essential to understanding my position here, I point out 
these facts again. 

First, only if dollars of plant replacements are less than the dollars of plant 
retirements during an extended period will Federal income tax liability ever 
exceed the amount currently charged the income tax account during the period 
and result in a net reduction of the balance sheet account. But the possibilities 
of dollars retirements at cost ever exceeding dollars of replacements and 
extensions of facilities are non-existent in the utility industry generally. There- 
fore, there never will be a time “when tax liabilities increase”! and the pro- 
posed account “Accumulated Deferred Taxes on Income” will never be debited. 

Secondly, Section 167 is entirely distinguishable as to subject matter, pur- 
pose and effect from Section 168 with which we dealt in Opinion 264. No 
continuing reduction in taxes resulted from the operation of Section 168 as it 
does from the operation of Section 167. Being two different problems what we 
or the Court has said about one has no bearing on our disposition of the other. 

Lastly, there is no evidence that the Congress intended to authorize the 
charging against rate payers of amounts to be used for permanent contributions 
to plant expansion and other capital purposes in the face of recognized principles 
of law and utility responsibility rendering such unnecessary. 

Accordingly, there is no occasion, in my opinion, for the Commission ever to be 
confronted with the problem of to what accounts should an amount of dollars 
be debited and credited. These dollars should never appear anywhere above the 
line in a utilities income statement as legitmiate and reasonable operating reve- 
nue deductions, they should never be charged against rate payers in any form 
and, hence, ought not to be recovered in the form of operating utility revenues. 

This should make it clear why I have never been able to bring myself to take 
the first step, and why any consideration by me of what accounts to use for non- 
existent dollars would be a futile, fruitless task. 


UNITED FUEL GAS COMPANY, DOCKET NO. G—13058 
ORDER ADOPTING DECISION OF PRESIDING EXAMINER 
(Issued May 29, 1958*) 

Syllabus 


Commission issues certificate of public convenience and necessity under Section 7 
of the Natural Gas Act to United Fuel authorizing it to construct and 
operate the proposed facilities and to sell and deliver natural gas to Ohio 
Valley. P. 854. 

R. K. Talbott, J. M. Hill and Brooks E. Smith for United Fuel Gas Co. 

W. H. Laird, J. R. Sisson and Brooks E. Smith for The Ohio Valley Gas Co. 
William L. Howland for The Portsmouth Gas Co. 

Agnes Mae Wilson for the staff of the Federal Power Commission. 


1 Majority opinion, p. 839. 
* Initial decision appears on p. 849. 
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Before Comnissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 

The presiding examiner’s decision determining that a certificate of public con- 
venience and necessity should be issued to United Fuel Gas Company under 
Section 7 of the Natural Gas Act was issued April 15, 1958. No exceptions have 
been filed thereto. 


The Commission finds: 


Upon consideration of the entire record in this matter the decision of the 
presiding examiner herein issued should be adopted. 


The Commission orders: 


The decision of the presiding examiner issued herein on April 15, 1958, is 
hereby adopted and such decision shall become effective as the decision of the 
Commission as of the date of issuance of this order. 


DECISION 


UPON AN APPLICATION FOR A CERTIFICATE OF PUBLIC 
CONVENIENCE AND NECESSITY 


(Issued April 15, 1958) 


Law, Presiding Examiner: United Fuel Gas Company (United), a West Vir- 
ginia Corporation and a subsidiary of The Columbia Gas System, Inc., (Colum- 
bia), having its principal piace of business in Charleston, West Virginia, filed 
on August 18, 1957, an application and on February 4, 1948, a supplement 
thereto, pursuant to Section 7 of the Natural Gas Act, for a certificate of public 
convenience and necessity authorizing the establishment of four new metering 
and regulating stations, the sale and delivery of natural gas at wholesale to its 
affiliate, The Ohio Valley Gas Company (Valley), for resale at retail in a number 
of Ohio communities and market areas along the Ohio River, and the operation 
of certain existing measuring and regulating facilities. 

Valley is an Ohio corporation, having its principal place of business in 
Columbus, Ohio. Valley, upon the acquisition of the properties herein described, 
will become a public utility purchasing, transporting, distributing and selling 
natural gas at retail solely within the State of Ohio. 

The application here constitutes a step in the plan for realignment of the 
properties of Columbia, so that each operating subsidiary will be subject to 
regulation by only one regulatory agency. United seeks authority to sell and 
deliver natural gas at wholesale to Valley for resale in that part of Ohio where 
United is now distributing gas at retail including the following thirteen (13) 
communities, along with the areas adjacent to said communities and to Appli- 
cant’s pipelines. 


Community Community County 


Bradrick --..- ..-| Lawrence. || Glendale 
Burlington. .-| Lawrence. Proctorville. Lawrence. 
Chesapeake .-| Lawrence. South Point. 

Coal Grove ...-| Lawrence. 

Corryville.......- Lawrence, 

Hanging Rock Lawrence. 
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United proposes to abandon the retail distribution of gas in Ohio, except the 
industrial sale of gas to Detroit Steel Company, and to substitute therefor the 
proposed wholesale sale and delivery of natural gas to Valley for resale. 

The Public Utilities Commission of Ohio by its order issued September 9, 
1957, authorized the sale by Applicant and acquisition by Valley of all of 
United’s retail distribution facilities, and the services provided thereby, situate 
in the State of Ohio, except the facilities utilized for service to Detroit Steel 
Company. 

United’s interstate gas transmission facilities, subject to the jurisdiction of 
the Federal Power Commission, will be retained by it. 

United proposes to construct and operate four (4) measuring and regulating 
stations to provide city-gate measurement and regulation with respect to the 
proposed sale and delivery of natural gas to Valley for resale in and about the 
community of Wheelersburg, Scioto County, Ohio. It also seeks authority to 
operate in connection with wholesale sales to Valley, the measuring and regu- 
lating stations now in existence which have heretofore been used by it for 
measurement and regulation of gas utilized in United’s retail distribution 
operations in Ohio. 

The Portsmouth Gas Company and The Ohio Valley Gas Company were per- 
mitted to intervene herein by orders of the Commission issued on February 
25, 1958 and February 27, 1958, respectively. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
February 27 and February 28, 1958, respecting the matters involved in and the 
issues presented by the application. The Applicant presented evidence through 
two of its officials and two officials of Ohio Valley as well as by public documents 
received in evidence. Cross examination of these witnesses was conducted by 
counsel for Portsmouth and the Staff of the Commission. No contest or opposi- 
tion to the authorization sought by the application developed at the hearing. 
Portsmouth did not offer any evidence. However, the cross examination by 
counsel for Portsmouth indicated that Portsmouth was desirous of attaching 
certain restrictive conditions to the certificate order. The record does not show 
such suggested conditions to be proper. Such conditions relate primarily to the 
existing service by United to Portsmouth, over which this Commission has con- 
tinuing jurisdiction to the extent provided by the Natural Gas Act. The pro- 
posed conditions are not pertinent to this proceeding and are not required 
by the public interest or the interest of the parties and the request for such 
conditions is denied. 

Counsel for United and Valley moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) of the Commission’s Rules of Practice and 
Procedure. This motion was not concurred in by Portsmouth or Staff counsel. 
On March 14, 1958, the Commission issued an order denying the motion to omit 
the intermediate decision procedure. 

Under a contract dated June 1, 1957 between United Fuel Gas Company, 
(Seller) The Ohio Valley Gas Company, (Buyer) and The Columbia Gas System, 
Inc. (Columbia), it is agreed by the parties thereto that the Applicant herein 
will assign, transfer, convey and deliver to Valley all of the right, title and in- 
terest of the Seller in and to its retail distribution properties, excepting the prop- 
erties of Applicant used in making industrial sales to Detroit Steel Company 
in Scioto County, Ohio, together with all auxiliary and appurtenant equipment, 
structures and properties situate in the above-named communities. The contract 
provides, however, that any facilities which have been utilized by the Seller for 
operations in addition to the Ohio distribution operations will be transferred 
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to the Buyer only if primarily allocable or attributable to the Ohio distribution 
operations. 

On the closing date Valley will commence purchasing gas from United for 
resale to that company’s former retail customers in the State of Ohio except 
the industrial customer, Detroit Steel Company. Two direct industrial customers 
in Lawrence County, Ohio, Dow Chemical Company and Carlyle Tile Company, 
now purchasing gas from United, will under the proposal here, purchase gas 
from Valley. No change in gas requirements or supply will be caused by the 
proposed realignment. 

United estimates that the cost of the proposed measuring and regulating 
facilities will be approximately $19,600, and that the annual operating expense 
will be $1,500. United will receive a cash payment from Valley equal to the 
net original cost of the distribution properties and related current, accrued and 
prepaid assets to be acquired, less the related current and accrued liabilities to 
be assumed. United proposes to finance construction of the new facilities from 
cash to be received from Valley in payment for the Ohio distribution facilities. 

The evidence shows that Valley will adopt the tariffs and rate ordinances of 
United in effect in Ohio at the time of closing. The evidence further shows that 
Applicant and Valley will enter into a service agreement in conformity with and 
at the applicable rate schedule specified in the F. P. C. Gas Tariff of Applicant 
then on file with the Federal Power Commission. 

The evidence shows that at the date of the hearing United Fuel Gas Company’s 
F. P. C. Tariff, fifth revised Volume No. 1 was in effect under bond. 

The City of Portsmouth, Scioto County, Ohio, which receives gas service from 
Portsmouth Gas Company surrounds New Boston on three sides, north, east and 
west. On the south is the Ohio River. Sometime prior to January 11, 1926, the 
corporate limits of the City of Portsmouth were extended to include the Village 
of Sciotoville, which was then receiving gas service from Applicant as were 
certain other consumers outside the Village of Sciotoville. On said January 11, 
1926, United and Portsmouth entered into an agreement providing for the 
sale to Portsmouth of the distribution system used by United in supplying its 
natural gas customers then included within the corporate limits of the City of 
Portsmouth and also a certain main pipeline extending from the eastern corpo- 
ration line of the City of Portsmouth, through the area which was formerly the 
Village of Sciotoville to the western corporation line of the Village of New 
Boston. Said main pipeline was a part of United’s Line F. Pursuant to this 
executory contract and authority granted by the Public Utilities Commission of 
Ohio, Applicant, on November 1, 1927, transferred said distribution properties 
and part of its Line F to Portsmouth, together with all franchise rights and 
privileges which Applicant had in what was formerly the Village of Sciotoville. 
The deed, however, in accordance with the contract, reserved to United the right 
to use the main pipeline so transferred (part of Line F, above-described) for 
the transportation therethrough, in either direction, of natural gas in supplying 
customers other than The Portsmouth Gas Company. The deed further provided 
that Portsmouth should maintain said main pipeline “in condition to be used at 
all times under a pressure of one hundred and twenty-five (125) pounds per 
square inch.” 

The deed provided for the delivery by United of the natural gas requirements 
of Portsmouth to supply the customers of Portsmouth, including the additional 
customers acquired under said deed and agreement. The document recited that 
United had constructed measuring stations, meters and other appliances neces- 
sary to measure the gas supply the customers acquired thereunder. This deed 
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did not transfer the lot upon which was located the meter and measuring sta- 
tion then being used to measure the gas supplied to Portsmouth. 

Since the date of the above mentioned transfer, Applicant has continued to 
use the portion of Line F within the corporate limits of the Village of New 
Boston to supply Applicant’s retail customers in New Boston. This portion of 
Line F, which is a 10-inch line, runs east and west across the entire Village of 
New Boston and into the western part of the City of Portsmouth. 

United has a meter at the connection near Greenup, Kentucky, between its 
Line U and that of Tennessee Gas Transmission Company, from which it re- 
ceives its principal supply of gas during the winter months. Gas flows from the 
Greenup measuring station, through Line U, north to and across the Ohio River 
into the New Boston measuring and regulating station which is owned by 
United. There the pressure is lowered and gas is delivered into Line UM-9, 
which is a 12-inch line, at a different pressure than that which goes into Line 
F-3-U, because of the differences in design of the pipelines and their ability 
to hold pressures. Line UM-9 which transports gas solely for Portsmouth Gas 
Company can be operated at a pressure of 500 pounds. However, it is not gen- 
erally operated at such pressure, depending upon the requirements of Portsmouth 
Gas Company at Buch Street Meter 3243. Meters Nos. 363 and 364 located near 
the eastern boundary of New Boston are used to measure the gas delivered to 
Portsmouth when the gas flows in an easterly direction. Meter 361-362 is a 
reversible meter, behind which is a check valve, which controls the flow of gas 
to the east. 

Meters Nos. 2963, 589 and 1106 are to be retained and used to measure gas 
delivered to Detroit Steel Corporation. 

Gas delivered into Line F-3-U, which is to supply Valley as well as Ports- 
mouth, is measured at Meter No. 2962. Gas then flows north into Line F, where 
it can flow west through Line F to supply New Boston or east into the Lake- 
view Avenue regulator (Meter No. 365) to supply Portsmouth. Gas is delivered 
to Portsmouth through Meters 363, 364, and 365 on the east as well as through 
Meter 3243 on the west. The volume of gas supplied to New Boston is computed 
by deducting from the volume measured at Meter 2963 the volumes measured 
at Meters 363, 364 and 365. 

Line F east of Meters 361 and 362 is owned by and will be retained by 
United. In the event of a breakage in the New Boston area, gas could come from 
Line F, flowing westerly through Meters 361 and 362 to Portsmouth. 

United owns and maintains an office building and a measuring and regulating 
building in New Boston. The principal concern of the intervener, Portsmouth 
Gas Company, is whether United will continue to maintain an office in nearby 
New Boston, to which it can refer any complaints it may have relating to 
deficiency in service. Upon this point, a Vice President of United testified that 
he did not know whether the office building would be retained but stated the 
regulating and measuring station, being a main line transmission regulating 
and measuring station, would continue to be manned in the future as it had been 
in the past. This witness stated that Portsmouth would continue to have the 
same service which it now has. 

It is contended by Portsmouth that United should be required in this proceed- 
ing, to maintain employees on twenty-four hour duty in New Boston to whom 
Portsmouth Gas Company could communicate with reference to any problems it 
might have and that any certificate of public convenience and necessity now 
issued by the Commission should be so conditioned. 

United opposed the condition proposed because it (1) would preclude Appli- 
cant from employing automation for delivery, if later found to be desirable, (2) 
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is not reasonably related to the particular authorization sought by Applicant, 
(3) would impair the certificate rights now enjoyed by Applicant, and 
(4) would indirectly invade areas of management's proper functions beyond the 
scope of Commission powers under the Natural Gas Act. 

In view of United’s declared intention not to make any change in its transmis- 
sion operations and its service to Portsmouth, it does not appear that it 
would be desirable or appropriate for this Commission to attach such a condi- 
tion to the certificate hereinafter issued. Nor would it be appropriate for the 
reasons that it would invade the province of management and be beyond the 
scope of any issue involved in the present proceeding. 


FURTHER FINDINGS AND CONCLUSIONS 


Upon the facts in evidence, together with the pleadings and the briefs and 
arguments of counsel, it is further found and concluded that: 

(1) United Fuel Gas Company, a West Virginia corporation and a subsidi- 
ary of The Columbia Gas System, Inc., having its principal place of business at 
Charleston, West Virginia, is a natural gas company within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order of March 
1, 1944, in Docket No. G-—341. 

(2) The Ohio Valley Gas Company, an Ohio corporation and a subsidiary of 
The Columbia Gas System, Inc., having its principal office at Columbus, Ohio, 
upon the acquisition of the properties herein described, will become a public 
utility engaged only in the retail distribution of natural gas solely within the 
State of Ohio. 

(3) The natural gas facilities proposed to be constructed and operated by 
Applicant, hereinbefore described, are proposed to be used in the transporta- 
tion and sale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as an integral part of Applicant’s existing pipeline and the 
operation thereof by Applicant is subject to the requirements of Subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(4) The Portsmouth Gas Company is located at Portsmouth, Ohio, which said 
municipality surrounds New Boston, a municipality heretofore served by 
Applicant at retail, wherein gas is delivered by Applicant to Portsmouth Gas at 
wholesale. 

(5) The proposed sale and delivery of natural gas at wholesale by United to 
Valley for resale in the above-named communities and the areas adjacent thereto. 
is required by the public convenience and necessity, and a certificate therefor 
should be issued. 

(6) The proposed construction and operation by United of the facilities 
hereinbefore described are required by the public convenience and necessity 
and a certificate therefor should be issued. 

(7) The Applicant herein is able and willing properly to do the acts and per- 
form the service and to conform to the requiremets, rules and regulations of the 
Commission thereunder. 

(8) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (1), (ce) (3), (ec) (4), and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 C. F. R. 157.20) should attach to the certificate hereinafter issued, and to 
the exercise of the rights granted thereunder, and that the issuance of the said 


certificate shall not operate to change or alter the relationship between United 
and Portsmouth. 


554728—61——_56 

























































































































































854 FEDERAL POWER COMMISSION 


ORDER 


Wherefore, it is ordered, subject to review by the Commission, as provided by 
its Rules of Practice and Procedure, that: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued to United Fuel Gas Company authorizing it to construct and oper- 
ate the proposed facilities hereinbefore described and to sell and deliver natural 
gas to The Ohio Valley Gas Company for resale in the above-named com- 
munities and the areas adjacent to said communities and Applicant’s pipelines in 
lieu of the retail service presently being rendered by Applicant in said com- 
munities except the industrial sale of natural gas to Detroit Steel Company, 
subject to the jurisdiction of the Commission, upon the terms and conditions of 
this order. 

(B) The certificate shall be accepted in writing, and under oath by a re- 
sponsible official of Applicant, and the general terms and conditions set forth 
in paragraphs (a), (b), (ec) (1), (c) (8), (ce) (4), and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act, is 
hereby fixed at 8 months from the date on which this order issues. 

(D) A service agreement between United Fuel Gas Company and Valley 
consistent with the form service agreement in United’s effective tariff shall be 
filed prior to the date of transfer of the distribution facilities. 

(E) Nothing contained in this order or the decision of which it is a part 
shall be construed as altering the relationship between United and Portsmouth 
or as abrogating or altering any rights which Portsmouth may heretofore have 
acquired, either by contract or by prescription. 

Guten R. Law, 
Presiding Examiner. 
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SOUTH CAROLINA GENERATING COMPANY, DOCKET NO. B-6585 
SUPPLEMENTARY OPINION AND ORDER PURSUANT TO REMAND BY COURT OF APPEALS 
(Issued June 2, 1958)* 


Syllabus 


1. Thinner equity of Generating Company with its inherent greater risk should 
receive allowance of a higher rate on its equity capital than that which 
is commanded by the usual electric utility equity security in the market. 
P. 857. 

2. In the absence of any data on earnings-price ratios in the security market 
for comparable thin-equity securities, Commission determined the over- 
all rate of return for Generating Company by comparison with what it 
would be, assuming a more nearly normal capital structure. P. 857. 

3. The extra taxes paid by E & G on account of the increase in its equity capital 
ratio, in order to offset the low equity capital ratio of Generating Com- 
pany on a consolidated basis, are not a cost of Generating Com- 
pany’s service rendered to Georgia Power Company. P. 859. 

4. Commission will not allow a company to charge a less than compensatory 
rate during the first portion of the contract term and a more than com- 
pensatory rate during the remainder of the contract. P. 861. 

5. Contract adjustment clauses for the basic capacity charge rejected where 
they did not apply to total cost of service but only to factors which may 
be expected to increase in the future. P. 861. 

4. Commission allows fuel adjustment clause and Federal tax adjustment 
clause to be retained. P. 862. 


7. Interest during construction on equity funds allowed at the rate of 6%. 
P. 862, 


8. Commission supplements previous opinion and order pursuant to Court 
remand. P. 864. 


Commissioners Digspy and Kine dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


OPINION 


This matter comes before us pursuant to remand from the United States Court 
of Appeals for the Fourth Circuit on March 20, 1958, for the making of further 
findings or a fuller explanation, or both, on certain points, as set forth in that 
Court’s opinion of October 23, 1957, after denial of petitions for certiorari by 
the United States Supreme Court, 356 U. 8S. 912, Nos. 697. 762, 782, October 
Term, 1957, decided March 17, 1958. In our opinion No. 297 issued October 24, 
1956 (16 F. P. C. 52) with order denying rehearing issued December 20, 1956 
(16 F. P. C. 1865) under Section 206 of the Federal Power Act (40 Stat. 852; 
16 U. S. C. 824e) we reduced South Carolina Generating Company’s rate for 
the sale of power from its Urquhart Plant on the Savannah River to the 
Georgia Power Company by $252,186 per year, on the basis of figures for the 


*Designated Commission Opinion No. 297-A. Rehearing denied by order issued July 7, 
1958. 

1 South Carolina Generating Co. v. F. P. C., and Georgia Public Service Commission, No. 
7391, South Carolina Public Service Commission v. F. P. C. and Georgia Public Service 
Commission, No. 7393, 249 F. 2d 755 (CA4). 
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test year 1956. Our order did not affect Generating Company’s rates for the 
intrastate sales of power from that plant to its parent company, South Carolina 
Electric & Gas Company (E&G), and to E. I. du Pont de Nemours and Com- 
pany, operating the Savannah River Project for the Atomic Energy Commission. 
With respect to contentions made by Generating Company that we could not 
reduce its rates to Georgia Power Company because it was subject to a con- 
tract, and with respect to certain other contentions, including the prescribed 
rate of return and the use of cost of service as a criterion of a just and reason- 
able rate, our order was in effect affirmed. Petitions for certiorari, filed by 
Generating Company, the South Carolina Public Service Commission, and the 
intervener, Georgia Power Company, were denied. 


ALLOWANCE FOR INCOME TAXES 


The Court’s first query is as to our determination of the amount of income 
taxes that should be included in the cost of service. What we did was to 
compute the Federal (and State) income taxes of Generating Company on 
the basis of Generating Company’s own revenues and deductions. Since Gen- 
erating Company had a high debt capitalization (approximately 90 per cent), 
deduction of its actual interest payments resulted in a relatively low tax 
($217,434 for Federal income taxes and $43,854 for state income taxes or a 
total of $261,288). Generating Company and the South Carolina Public Service 
Commission argued before the Court, however, that E&G, the parent company, 
issued additional amounts of common stock to offset on a consolidated basis 
the high debt ratio of its subsidiary, and therefore it did not have as large an 
interest deduction as it otherwise would, and hence paid higher taxes. They 
argued that the Commission should have charged the extra tax costs thus in- 
curred by E&G to the Generating Company as though incurred by it as a cost 
of producing the power it sells to Georgia Power Company. This they argued 
should be done by computing Generating Company’s taxes by using an interest 
deduction computed as though Generating Company’s debt ratio were the 
same as the system ratio of 62.8 percent debt. Using this method Generating 
Company’s Federal income taxes would be $398,002 and state income taxes 
$52,377, or a total of $450,379. 

The Court seems to have been concerned by the fact that the two affiliated 
companies as a system actually do incur tax costs in addition to those which we 
have included in Generating Company’s cost of service above what would be 
incurred if the Urquhart plant had never been built and the business never 
undertaken. It also notes that we used the system capitalization ratio in 
determining a fair rate of return for Generating Company, and questions 
whether we have not been inconsistent. It therefore remanded the case to us 
“for a fuller explanation as to the different treatments of capitalization ratio 
and allowance for income taxes.” 

We may begin by endeavoring to clarify the significance of our treatment 
of rate of return. While Generating Company is legally and from an operat- 
ing standpoint a separate entity, financially it is part of and dependent on its 
parent, E&G. It must enter the security markets as a part of a system which 
they together comprise. That system is appraised by security analysts on a 
consolidated basis. As Generating Company’s own financial witness indicated, 
investors in that company are strongly influenced by its being part of the 
E&G system. This is especially true because among other things the parent 
company guaranteed debt principal and interest and commitment fees, supplied 
assurance that equity funds would be provided as needed to complete the 
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Urquhart project, agreed to make up any deficiency in insurance if the plant 
were destroyed, and in general put its own equity back of the subsidiary’s 
project to the same degree as if the project were its own. And, of course, as 
owner of the subsidiary’s entire common stock equity, it is the sole beneficial 
owner of the project. Thus E&G risks the residual losses and stands to gain 
the net profits of the enterprise. 

Our experience over the years has revealed that with all others factors 
equal, utility companies with high debt ratios and thin equities can raise their 
funds at an overall cost lower than those companies with normal ratios, i. e., 
lower debt ratios and broader equities. While the debt of those companies 
with high debt ratios ordinarily will demand a higher rate, this greater cost 
is more than offset company-wide by the thinness of the equity. This is true 
because the leverage of the thin equity permits a tremendous potential increase 
in return on the common, assuming the same overall rate of return. Due to 
the relative stability of utilities, investors are willing to pay a premium for 
this increased earning potential. 

In view of the foregoing we felt it would be unfair to Generating Company 
to allow an over-all rate of return based on the weighted average cost of 
Generating Company’s 90 percent debt and a rate on its 10 percent common 
equity bottomed on the relatively low earnings-price ratios for common stocks 
of electric utilities with more normal equity ratios. This for the obvious 
reason that electric utilities, generally have much broader equities than Gen- 
erating’s 10 percent, and the greater security and stability thus provided made 
a lower return sufficient to attract capital.2 We thought that the thinner equity 
of Generating Company with its inherent greater risk should receive allowance 
of a higher rate than that which is commanded by the usual electric utility 
equity security in the market. 

In the absence of any data on earnings-price ratios in the security market 
for comparable thin-equity securities, we determined the over-all rate of return 
for Generating Company by comparison with what it would be, assuming a 
more nearly normal capital structure. For this purpose we treated its over-all 
cost of money as being equal to what we would compute to be the over-all cost 
of money for the E&G system as a whole,® using the actual rates of interest for 


2 If we had employed the Generating Company capitalization in computing rate of return utilizing 10.5% 
as a return on common equity, which we allowed for the system, we might have reached an over-all fair 
rate of return of 4.64% computed as follows: 


Outstanding 

First mortgage bonds: Dec. 31, 1954 
344%, 1979. .....-- ~-------+------------ $19,878, 000X3.93%= $78, 120, 540 
4%, 1981 : jada 4,200,000*4.17 = 17,514,000 
Promissory notes 4%, 1964 wade wean - .... 3,496,000xX4.10 = 14,333,600 


$27, 574, 000X3.99 =$109, 968, 140 
Average cost =3. 99% 


Rate of 

Capital ratios return 

Long term debt : 90% X 3.99% =3. 59% 
Common equity 4 iaébassnaesade dubia siesta a ..-- 10% X10. 50% =1. 05% 
SE ie conitdnnntiedenanene a .- 4.64% 


*The method used here for determining a fair rate of return has been before the courts 
repeatedly and its propriety is firmly established [Vinois Commerce Commission v. Natural 
Gas Pipeline Company, 2 F. P. C. 218, 230-232, affirmed sud nomine, Natural Gas Pipeline 
Company of America v. F. P. C., 315 U. S. 575, 596-599; F. P. 0. v. Hope Natural Gas Co., 
320 U. 8. 591, 604; Safe Harbor Water Power Corp., 5 F. P. C. 221, 257-261, affirmed sub 
nomine, Safe Harbor Water Power Corp. v. F. P. C.,179 F. 24 179 (CA3), certiorari denied, 
339 U. S. 957; Pennsylvania Water ¢ Power Co., 8 F. P. C. 1, 76-80, affirmed sub nomine, 
Pennsylvania Water ¢ Power Oo. v. F. P. 0., 343 U. 8. 414, 424; Colorado Interstate Gas 
Co. v. F. P. C., affirming on this point and reversing on another 209 F. 2d 717, 728, cer- 
tiorari denied on affirmance 848 U. S. 818, reversal reversed 348 U. S. 492. 
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the system debt capital,‘ the actual costs on the preferred stock and the earnings- 
price ratios for E&G’s common stock, tempered by the costs of comparable 
electric equities,’ all applied to the actual system capitalization.® This produced 
a 5.55% over-all rate of return. Deducting Generating Company’s actual cost 
of the rest of its capital from the total return at 5.55% left a return of about 
19% on Generating Company’s actual 10 percent common equity (held by its 
parent). 

This computation of Generating Company’s rate of return, it should be noted, 
does not involve piercing the corporate veil by transferring any costs incurred 
by E&G to Generating Company, or allowing Generating Company to charge 
for anything for which E&G pays. It is simply a determination that a fair 
over-all rate of return for Generating Company is the same percentage rate as 
that for the system of which it is financially an inseparable part. This rate of 
return we applied to Generating Company’s own rate base to determine the 
dollars of return to which it is entitled. 

The allowance for income taxes presented a different kind of problem. As to 
it the question is simply: Was cost incurred for income taxes to render the 
service for which a rate is being determined, and if so, how much? This 
Commission has not hesitated to look through corporate forms to the economic 
reality, and has rigorously excluded, from claimed costs, payments of projfits to 
affiliates (i. e., excess over the cost incurred by the affiliates)." The Fourth 
Circuit’s opinion suggests the question whether by the same token, costs incurred 
by E&G, even though not paid to it by Generating Company, should not be 
allowed. 

But the present problem does not pose the simple question of whether the 
corporate veil should be disregarded for affiliates’ costs as well as profits. The 
question here is whether the extra taxes claimed to have been paid by E&G on 
account of the increase in its equity capital ratio, over what it would otherwise 
be, in order to offset the low equity capital ratio of Generating Company on a 
consolidated basis *°—whether those extra taxes are a cost of Generating Com- 
pany’s service rendered to Georgia Power Company. We concluded that they 
are not, and we find that they are not. 

In explanation we may begin by posing the question, why does E&G increase 
its own equity ratio over what it would be if it were not for the low equity 
ratio of Generating Company, assuming arguendo that it does so—for what 
benefit does it do this and thereby incur the extra tax liability? The plain 
answer is: to improve its financial rating, which on a consolidated basis with 


* We found as set forth in Appendix D to our original opinion that the cost of the out- 
standing system debt was 3.46% and of preferred stock was 4.9% (16 F. P. C. at p. 63). 

5 We found that the earnings-price ratios for the E&G common equity averaged 7.9%. 
To this we added an allowance for financing and the various other factors considered by 
investors in the E&G system so as to reach an allowance of 10.5% on common equity (16 
F. P. C. at p. 64). 

® See our previous opinion (16 F. P. C. at pp. 60-64). 

7E. g., Colorado Interstate Co. v. F. P. C., 324 U. 8. 581, 606-608 ; Alabama Power Co. v. 
McNinch, 69 U. S. App. DC 132, 94 F. 24 601, 616-618 (CADC) ; Puget Sound Power € 
Light Co. v. F. P. C., 78 U. S. App. DC 148, 187 F. 2d 701, 703 (CADC) ; Niagara Falls 
Power Co. v. F. P. C., 137 F. 24 787 (CA2), certiorari denied, 320 U. S. 792; Pennsylvania 
Power & Light Co. v. F. P. C., 189 F. 2d 445, 450 (CA8), certiorari denied, 321 U. S. 798; 
California Oregon Power Co. v. F. P. C., 150 F. 24 25, 27 (CAQ), certiorari denied, 326 
U. S. 781. 

8In accepting the company’s contention at face value that E&G has increased its equity 
ratio to offset the low equity ratio of Generating Company, it should not be overlooked 
that Generating Company was at great pains to introduce evidence that a sound capital 
ratio is 50 percent equity, and E&G as “increased” to 87.2%, including preferred stock, 
as of December 31, 1954, still falls a great deal short of this admitted standard. 
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Generating Company and its other subsidiary South Carolina Natural Gas 
Company, is depressed not only by the poor capital ratio of Generating Company 
but by the parent’s unwillingness or inability to market securities which will 
bring it closer to the 50% debt ratio its witness recognized to be desirable. So 
viewed, the extra tax expense is in reality a financing expense to the E&G 
system and as such would be compensated for in the return allowed. 

And if we go behind this situation created by Generating Company’s low 
equity capitalization and ask why did E&G bring about the kind of capital 
structure requiring such redress—for what benefit did it take on this corporate 
device for financing the Urquhart plant but carrying in its train the ultimate 
result of increasing its own corporate tax liability—the record is plain: It de- 
liberately and avowedly adopted that device for the lower costs and hence lower 
rates the separate, high-debt ratio subsidiary corporation could charge du Pont. 
The subsidiary’s rates could be lower because of two factors, substantially: 
lower rates for money costs because of the higher ratio of debt, and lower 
income taxes because of the higher interest deductions. 

And if we seek to go yet further behind this and ask what ultimate benefit 
E&G sought to obtain by incurring this extra tax expense, again the record 
is plain: It sought the benefit to its own financial rating which would flow from 
a large power contract with a blue chip customer, du Pont; it sought to improve 
its own market for power in the E&G territory adjacent to the AEC’s Savannah 
River project; and it sought to protect its service area against incursion of a 
competing electric utility. 

These are the benefits for which it incurred the additional tax expense. Hence 
the question becomes: Do these benefits inure to Generating Company and to 
its service to Georgia Power Company, so that they are properly to be re- 
garded as costs of rendering that service? Plainly not. 

So far as these extra tax expenses were incurred to benefit E&G’s financial 
rating, they pertain to the investor’s interest in E&G and are not a cost of 
service rendered by Generating Company to Georgia Power. 

So far as they are costs of improving E&G’s market for power, they are 
not chargeable to Generating Company but to E&G. 

And so far as they are an expense of maintaining E&G’s service territory 
and protecting its investment in facilities against the effects of parallel trans- 
mission facilities and preserving its opportunities for future profits, the expense 
is, again, not one to be borne by customers of Generating Company. 

Additionally it should be noted that E&G got a return on its investment in 
Generating Company which, even as reduced by the Commission, will amount 
to not less than 19%. 

When the du Pont contract eventually was signed, it was for a smaller 
amount of power than had been hoped for and the excess of low cost power 
thus brought into existence by the corporate device for the ownership of the 
Urquhart plant was sold to Georgia Power Company. Having created the 
low cost device to serve du Pont, the companies now seek to deny the benefit of 
that low cost to another customer, while continuing to serve du Pont at a rate 
based on that low cost and not even reflecting in the rate to du Pont any charge 
for the standby service E&G renders to firm up Generating Company’s service 
to du Pont. It is plain that E&G created a special corporate device to benefit 
itself and its territory. It expected to get and, under the 5.55% over-all rate of 
return allowed, it will get a relatively high return (19%) on its investment, but 
should not expect that it will be given allowances which will, in effect, yet 
further increase that rate of return. 
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Finally we may call attention to the fact that the accounting testimony of 
our staff witness, which on the record as a whole, and notwithstanding all 
accounting testimony offered by Generating Company or any other party, sup- 
ports our conclusion. The Commission’s supervisory auditor, a C. P. A. and 
highly experienced utility accountant testified (R. 221) : 

Generating Company is a separate corporate entity; it is the contracting 
and operating entity which renders the service to Georgia Power Company 
and other customers; it is entitled to file a separate tax return; it would 
file a separate return were it not for the benefits to the parent flowing from 
filing a consolidated return; Generating Company has certain specific deduc- 
tions for interest to which it would be entitled and would use upon the 
filing of a separate tax return; the benefits of Generating Company joining 
in filing a consolidated return flow entirely to the parent company with no 
portion thereof accruing to Generating Company; joining in the filing of 
a consolidated return does not deprive Generating Company of its status 
or alter its responsibiliities as a separate corporate entity and taxpayer. 

In view of the facts, the conclusion that sound cost accounting requires 
the use of Generating Company’s own interest deductions in computing 
its income tax allowance for rate making purposes is, in my opinion, ines- 
capable. To conclude otherwise would result in using a synthetic tax allow- 
ance not consistent with the underlying facts. Under the company’s pro- 
posal the customer would be required, in my opinion, to pay for more in 
the income tax component of cost of service than the taxes actually payable 
by Generating Company. They would also pay more than can be allocated 
to the Generating Company’s cost of service in accordance with good 
accounting practice. 


ELIMINATION OF ESCALATION CLAUSES 


The Court has also asked us to re-examine our elimination of escalation 
clauses relating to the capacity charge in Generating Company's contract with 
Georgia Power, stating that our findings were inadequate in that we gave no 
reason for our general finding that the escalation provisions of the basic 
capacity charge are unjust and unreasonable and in contravention of Section 
205 of the Power Act and Section 35.3 of our Regulations. 

The rate which we found unlawful and reduced was a two-part rate consist- 
ing of an energy charge which we left untouched, and a variable “basic capacity 
charge” that was defined, not by a simple dollar and cents amount per kilowatt 
of capacity sold, but by a formula containing three components, of which two 
contained variables. 

The first component of the formula was, substantially, a charge to reimburse 
for capital costs, designed to amortize and provide a return on the investment 
over a period of 25 years. It was made subject to automatic adjustment to 
comport with actual initial plant investment, when construction should be 
completed and such costs ascertained;* and also to take into account certain 
changes in net plant which might occur over the 25 year life of the contract. 

The second component was, substantially, a charge to reimburse for operat- 
ing expenses. It would vary as such expenses should vary, from year to year, 
reimbursing Generating Company for whatever expenses should actually be 
incurred. 

The third was a fixed charge of $7.20 per kilowatt per year, which was 
sought to be explained as a negotiated split between seller and buyer of the 


®In our opinion and order of October 24, 1956, we have, of course, taken the actual 
investment into account in computing the rate base. 
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difference between the estimated cost of the service to the seller and the assumed 
higher value of the service to the buyer. 

Leaving out of account this fixed $7.20 per kilowatt “value” component, the two 
variables, as adjusted, in 1956 amounted to $18.11 per kilowatt per year (16 
F. P. C. at p. 55). Intervenor Georgia Republic Service Commission contended 
that we should allow only these two components as the total capacity charge, 
eliminating the $7.20 value component. We rejected this contention (16 
F. P. C. at p. 57) because the adoption of the contract formula for a level capital 
cost charge over the life of the contract “would be te allow a less than fully com- 
pensatory rate during the first portion of the contract term or life of the plant 
and a more than compensatory rate during the remaining life of the plant” 
in violation of the well-established principle that losses “incurred because a 
rate is too low at one time should not be made up in excessive rates in the 
future.” Atlantic Seaboard Corp., et al., Docket Nos. G-1175 and G—1384, Opinion 
No. 225, issued April 25, 1952 [11 F. P. C. 43, 48]; Cf. Bluefield Co. v. Public 
Service Commission, 262 U. S. 679.” 

Instead we determined the just and reasonable rate upon the basis of cost 
of service for the test year 1956 (including depreciation on a straight line basis) 
as accurately stating “the cost of service to Georgia Power Co. at the present 
time and for a reasonable period in the future” (16 F. P. C. at p. 59). We read 
the opinion of the Fourth Circuit as upholding the propriety of this method. 
This resulted in $21.948 per kilowatt of capacity costs (16 F. P. C. at pp. 70-71). 

It will be apparent from the mere fact that our capacity cost determination 
was $21.948 as compared to the $18.11 adjusted basic capacity charge of the 
contract (with the value component excluded), that our test year cost of 
service differs substantially from the contract “cost” of service. Necessarily 
the contract adjustment clauses, which are the variables in the contract formula 
producing the $18.11 result, cannot be applied to our cost of service determina- 
tion which produced the $21.948 result. As we indicated in our order on the 
application for rehearing, 16 F. P. C. 1365, 1366, the contract adjustment clauses 
do not apply to total cost of service as determined by us but apply only to 
factors which may be expected to increase in the future. 

Our reason then in eliminating these clauses was that they failed to take 
into account a factor that tends to decrease the cost of service and apply only 
to those other factors whose effect, particularly in a period of rising prices, 
will tend to increase. More specifically, those clauses do not adjust the rate 
base to reflect the increasing deduction from original plant investment which 
should be made on account of increases in the reserve for depreciation. The 
depreciation reserve is accumulating at the rate of $372,985 per year, and hence 
the net investment after deduction of the depreciation reserve is decreasing at 
the same rate so that, absent other changes in plant, the fair return on invest- 
ment will decrease 5.55 percent of $372,985 or $20,700 each year. This, in itself, 
will warrant future reductions in the capacity charge, which we determined to 
be $1,646,114 (75,000 kw @ $21.948) on the basis of the test year 1956. There will 
also be additional savings in the amount of approximately $22,300 in income 
taxes on the fair return. This reduction in the return and taxes is an im- 
portant factor in a relatively static project like the present. It means, absent 
other offsetting changes, that there will result a cost reduction each year equal 
to approximately one-sixth of the reduction we ordered or a doubling of that 
reduction in six years. 

Of course, it is true, as indicated by Generating Company before the Court, 
that in a number of instances the Commission has required or permitted rate 
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formulas to reflect changes in the cost of service.° But such formulas reflect 
the total of cost of service, including all changes in the rate base after allow- 
ances for increase in the reserve for depreciation. Generating Company did 
not in the proceeding before us request adjustment clauses which would apply 
to its total cost of service as we should determine it, and we have not passed 
on the question whether such a clause, amounting to a cost of service formula 
rate, would be appropriate. Generating Company can, of course, submit a 
request or proposal for such a form of rate at any time. 

It is true that we did not eliminate the provisions for adjustment of the 
energy charge, relating principally to increases or decreases in the cost of fuel, 
and at the same time we provided for an adjustment in the capacity charge 
for changes in the Federal income tax rate. The energy charge, of course, 
was not affected by our rate order, for from the record before us it did not 
appear unreasonable. At the same time we left intact the adjustment clause 
relating thereto (principally fuel adjustment) particularly since there was no 
declining rate base problem involved. The fuel adjustment, which is similar 
in effect to that permitted by us in many other cases, is based on a physically 
determinable objective factor that can be precisely evaluated for rate purposes 
under the particular conditions here involved, so that we were of the opinion 
that this clause should be retained both as a protection to the company and 
its customers. 

With respect to the Federal tax adjustment we prescribed we anticipated at 
the time we issued our order that the existing 52% rate was scheduled to be 
reduced to 47% as of April 1, 1957," although the reduction has since been 
postponed to July 1, 1958.% As indicated above the tax rate is an important 
and independent factor, and we thought it appropriate that the rate be cor- 
respondingly adjusted as is done with respect to many rate schedules filed with 
the Commission following formal rate proceedings.” 


INTEREST DURING CONSTRUCTION 


Lastly, the Court requests adequate findings in explanation of its deter- 
mination that interest during construction on equity funds be allowed at the 
rate of 6% rather than the 8% claimed by Generating Company. The Court 
observes that the presiding examiner found upon uncontradicted evidence that 
the equity funds used by the parent company during construction cost approxi- 
mated 10 percent. Where the presiding examiner was in error was in thinking 
that the “cost” of equity capital during a construction period could be com- 
pared with the cost of debt money. If a corporation sells its bonds at par to 
pay a 4% rate of interest,“ the money “costs” 4% because the bondholders as 
creditors of the corporation will be legally entitled to 4% interest from the 
issuance of the bonds. On the other hand, the investors in common equity 
are legally entitled to no return. They expect, of course, that the enterprise 
in which they invest will earn profits or a return, and will pay dividends, but 
such payments are invariably discretionary with the directors. Before con- 


2 See American Louisiana Pipe Line Co., 16 F. P. C. 779, 18 F. P. C. 795; Trunkline Gas 
Supply Co., et al., 9 F. P. C. 721, 729; Pennsylvania Water & Power Co.,8 F. P. C. 1, 96 
1193 ; affd. 193 F. 2d 230 (CADC), affd. 343 U. S. 414. 

270 Stat. 66 (Public Law 458, 84th Cong. 2nd Sess., March 29, 1956). 

12 Public Law 85-12, 85th Congress, March 29, 1957. 

13 See for example Alabama-Tennessee Natural Gas Co., 13 F. P. C. 899, docket Nos. G— 
2253 and G—2336, March 18, 1954; Atlantic Seaboard Corp., 13 F. P. C. 1139, docket No. 
G—2275, June 24, 1954; Tennessee Gas Transmission Co., 13 F. P. C. 841, docket No. 
G-—2252, Feb. 25, 1954. 

14 Neglecting for illustration the financing costs. 
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struction has been completed and operations have begun there can be no 
earnings or dividends so that they are investing in future expectations only. 
This is true because dividends are dependent upon existence of earnings from 
operations. Investors in the issue of E&G common stock that was used to 
provide funds for investment in Generating Company would immediately share 
in the earnings and dividends of the parent corporation, but could not have 
the benefit of any earnings or dividends from Generating Company until con- 
struction was completed and operations had commenced. If Generating Com- 
pany’s equity capital had been obtained from outside interests, the investors 
could not expect any earnings on that part of their investment until there 
actually were such earnings. If follows that in the accounting and legal sense 
equity funds have no specific determinable cost during the period of construction 
and any allowance therefor is of necessity in the nature of compensation for 
use of the funds during that period. 

If it be assumed that the equity funds tied up during construction might have 
been temporarily employed for some other purpose, in an economic sense a 
cost can be said to be incurred which can be roughly measured by the going 
rate of interest which the funds might have earned during the short period 
of construction. Six percent has been traditionally used as a rate of interest 
in lieu of such cost for this and other purposes and as a measure of the detri- 
ment to the owners of funds deprived of otherwise gainful use of the same, 
although we may note that while six percent may have once been an approxi- 
mation of going interest rates, during the period of construction of the Urquhart 
Plant, 1951-1954, it was substantially in excess of the rate of interest at that 
time and to that extent was a generous allowance. 

Originally the Interstate Commerce Commission provided an allowance of 
interest during construction on equity funds in its Classification of Investment 
in Road and Equipment of Steam Roads, issue of 1914." In its account No. 76 
it provided for charging interest paid on bonds or notes to this account and 
added : 

This account shall also include reasonable charges for interest, during the 
construction period before the property becomes available for service, on 
the carrier’s own funds expended for construction purposes. 

By section 3 (13) of the Federal Power Act the I. C. C. Classification is used 
to define ‘‘net investment” as applicable to hydroelectric licensed projects. If 
the Generating Company had built such a project instead of a steam plant, we 
would have been required by statute to allow only interest on the funds 
employed during construction. As noted in our previous opinion, our allowance 
of no more than interest on the equity funds employed in the construction of the 
Urquhart Plant is consistent with our Uniform System of Accounts and with 
a long line of decisions on our part which have been upheld wherever questioned 
in the courts.” This is no novel method confronting a utility for the first time, 


% The present system of accounts for steam roads provides for no allowance of interest 
during construction on equity funds. 

18 For example we cite Northern Natural Gas Company, 11 F. P. C. 123, 130, affirmed on 
this issue as State Corporation Commission of Kansas v. F. P. C., 206 F. 2d 690, 714 (CA8), 
certiorari denied 346 U. S. 922. The Court said: 

But to arrive at its interest figure of $579,010 Northern has evidently figured more 
than the Commission’s 6% interest on the equity funds of the Company. It refers us 
to testimony of its rate of return witness that investors look for a return of 11% on 
their investment and to testimony of the Commission’s witness that the investors 
return on the equity should be 9.2 percent. But we do not find any reversible error 
in the Commission’s conclusions in respect to this item. Northern refers to no court 
decisions in support of its complaint against the action of the Commission and mani- 

festly the Commission’s determination of the amount allowable for the purpose in 
question was within its especial province and jurisdiction. 
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but rather a tried and established practice employed by the Commission through- 
out its history of regulation. Knowledgable investors through the years have 
made their commitments on this premise. Furthermore, items of this nature 
were in mind and amply provided for when we found an allowance of 10.5% 
supplies a sufficient margin in excess of the cost to the system of its common 
equity capital to assure maintenance of the system’s financial integrity and its 
ability to attract capital on the most favorable terms. 

For these reasons, in addition to those previously stated, we believe that our 
conclusions with respect to the allowance for income taxes and interest during 
construction and our requirement that certain escalation provisions in the con- 
tract be eliminated should stand. 


The Commission orders: 


The opinion, findings and order heretofore issued on October 24, 1956, and 
the order issued on December 20, 1956, are hereby supplemented by the addition 
thereto of the foregoing. 

Commissioners Digby and Kline dissenting. 


CITIZENS GAS COMPANY, DOCKET NO. G-—12212 
ORDER ADOPTING DECISION OF PRESIDING EXAMINER 
(Issued June 2, 1958) * 

Syllabus 


Commission directs Panhandle under Section 7 (a) of the Natural Gas Act to 
establish connection of its transportation facilities with those of Citizens 
and to sell natural gas to Citizens. P. 871. 


Daryal A. Myse for Citizens Gas Co. 

George B. Mickum, III, and William E. Miller for Panhandle Eastern Pipe 
Line Co. 

Agnes Mae Wilson for the staff of the Federal Power Commission. 


3efore Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


On April 16, 1958 the presiding examiner issued a decision under Section 7 (a) 
of the Natural Gas Act determining that Panhandle Eastern Pipe Line Company 
should be directed to establish physical connection of its transportation facilities 
with facilities of Citizens Gas Company for service to the Village of Hammond, 
Illinois, and environs, and to sell natural gas to Citizens for such purpose. 
Exceptions were filed by intervener, Panhandle, requesting that Citizens’ appli- 
cation for service be denied. 


The Commission finds: 


(1) Upon consideration of the entire record in this matter, including oral 
and documentary evidence and the briefs filed before the presiding examiner, 
the decision of the presiding examiner and the exceptions thereto, the said 
decision of the presiding examiner herein issued on April 16, 1958 should be 
adopted as the decision of the Commission. 

(2) The exceptions filed herein by Panhandle to the examiner’s decision should 
be denied. 


*Initial decision appears on p. 865. 
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The Commission orders: 


(A) The decision of the presiding examiner issued herein on April 16, 1958 
is hereby adopted and such decision shall become effective as the decision of 
the Commission as of the date of issuance of this order. 

(B) The exceptions filed herein by Panhandle are hereby denied. 


DECISION 


UPON PROCEEDINGS PURSUANT TO SECTION 7 (&) OF THE NATURAL GAS ACT INVOLVING 
THE ESTABLISH MENT OF PHYSICAL CONNECTION OF FACILITIES 


(Issued April 16, 1958) 


Simpson, Presiding Examiner: On March 11, 1957 and April 19, 1957, Citizens 
Gas Company (Applicant) filed an application and supplement, respectively, for 
an order under Section 7 (a) of the Natural Gas Act (Act) directing Panhandle 
Eastern Pipe Line Company (Panhandle) to establish physical connection of its 
transportation facilities with the Applicant’s proposed Hammond, Illinois, trans- 
mission feeder line and distribution facilities and to there sell and deliver 
natural gas sufficient for distribution and resale to the public by Applicant 
in the aforesaid village of Hammond and environs to meet estimated fifth year 
requirements. On July 9, 1957, the Secretary of the Commission issued notice 
of application and date of hearing wherein it was provided that a hearing be 
held concerning the matters involved in and the issues presented by such appli- 
cation on September 4, 1957. By order of the Commission issued August 28, 1957, 
Panhandle was permitted to become an intervener subject to the general terms 
thereof. 

In accordance with the Secretary’s notice aforesaid this matter came on for 
hearing and was heard on September 4, 1957. Simultaneous briefs were duly 
filed by Citizens, Panhandle and Staff Counsel on September 30, 1957. Citizens 
waived its right to file a reply brief. 


THE ISSUES 


Pursuant to the provisions of Section 7 (a) of the Act four basic issues here 
arise :* 

(1) Is Citizens a corporation legally authorized to engage in the proposed 
local distribution of natural gas to the public? 

(2) Is the action or order herein sought by Citizens necessary or desirable 
in the public interest? 

(3) Will an undue burden be placed upon Panhandle if the order sought 
be issued? 

(4) Would such a connection and sale impair Panhandle’s ability to render 
adequate service to its customers? 


CONTENTIONS 


Citizens contends that it is legally authorized to engage in the local distribution 
of natural gas in Hammond, Illinois; that an order directing Panhandle to 
establish physical connection of its transportation facilities with Citizens’ pro- 
posed facilities and to sell natural gas to Citizens for service to Hammond is 
hecessary and desirable in the public interest; that no undue burden will be 
placed upon Panhandle thereby; and that such an order will not impair Pan- 
handle’s ability to render adequate service to its customers. 


1 Because of repeated determinations by the Commission in past cases that Panhandle is 
a “natural-gas company” under the Act no discussion of that matter is necessary here. 
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Panhandle contends to the effect that Section 7 (a) requires the Commission 
to ascertain whether Citizens’ proposal is economically feasible, and that Com- 
mission action approving the application herein would not be “necessary and 
in the public interest” because, assertedly, Citizens has failed to support cer- 
tain specific allegations in its application by proof of economic feasibility. 
Panhandle further asserts that Citizens has never required more than 84 per- 
cent of the 9,000 Mcf in the past allocated it by the Commission, and that Appli- 
cant’s estimates for Hammond are based upon the same methods which produced 
alleged previous over-estimates for the requirements of its other service areas 
which depend upon Panhandle as a source for natural gas. 

Panhandle contests the economic feasibility of the proposed project on the 
grounds that no provision is made in the latter’s estimates of operation costs 
for either interest or the retirement of the bonds, and that what the Applicant 
accurately shows is a project which after five years of operation will still sus- 
tain an operating loss approximating $5,000 a year.’ 

Staff counsel contends that Citizens has sustained the burden of proof re- 
quired by said Section 7 (a) and that an order should issue directing Panhandle 
to establish the physical connection requested herein. 


THE EVIDENCE 
Local Authorizations 


Citizens is a corporation organized and existing under the laws of the State 
of Illinois, with its principal place of business in Tuscola, Illinois. It is engaged, 
with charter powers so to do, in the business of furnishing natural gas service 
to the public in nine small communities in East Central Illinois. 

By ordinance (No. 255) duly adopted and passed by the Board of Trustees of 
the Village of Hammond, Illinois, November 20, 1956, Citizens has been granted 
a franchise for the construction and operation of a natural gas distribution 
system in Hammond and the sale of natural gas therein for a term of fifty 
years. The franchise became effective according to its terms by the filed accept- 
ance thereof by Citizens on December 7, 1956, and requires that Citizens as 
grantee shall exercise the same by actually beginning installation of its equip- 
ment before June 7, 1958. 

In proceedings before it on an application by Citizens for a certificate of 
convenience and necessity to construct and operate its proposed Hammond 
facilities (Case No. 43835) the Illinois Commerce Commission by order entered 
March 5, 1957, on the basis of evidence presented in proceedings had on January 
25, 1957, issued a certificate to Citizens, certifying, in effect, that publie con- 
venience and necessity require the construction and operation of a natural gas 
distribution system in and adjacent to Hammond and the furnishing of gas 
public utility service to the public in connection therewith. 

No participant questions but that Citizens is a “person” within the meaning 
of Section 7 (a) of the Act legally authorized to engage in the local distribution 
of natural gas to the public in Hammond, Illinois, and its environs, and along 
its 4-inch transmission feeder line connecting such facilities with those of 
Panhandle, and it is hereby found that Citizens is a corporation duly organized 
under the laws of Illinois and duly authorized to engage in such local distribution. 


Citizens’ System Requirements—Including Hammond 
Citizens serves nine communities in Eastern Central Illinois, each of which is, 
generally, of a rural character. Six of the communities are served from Pan- 


2 Allegedly, $3,000 on principal of the 25-year debenture bonds plus interest not covered, 
assertedly, by the so-called fifth year net profit from operations at Hammond. 
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handle’s facilities,* two from the facilities of Texas Illinois Natural Gas Pipe- 
line Company * and one from those of Trunkline Gas Company.® In each instance 
the service is rendered only by individual main line taps and town border meas- 
uring stations. The communities range in size from Tuscola’s population of 
4,000—5,000 down to some 1,200—1,400 persons. 

Hammond has a population of some 450 persons, lies in the general service 
area of Lovington, served by Texas Illinois, but is located some 1,200 feet off 
of Panhandle’s system, lying to the west of Citizens’ westermost point of con- 
nection with Panhandle. It is a rural type community, with no industry and 
its single anticipated institutional load is that to be provided by a grade school. 
Its characteristics are similar to those of the other areas which Citizens serves. 
No other public utility serves natural gas in Hammond and environs. 

In the six towns presentely served by Citizens with natural gas obtained from 
Panhandle, it is anticipated that during the period 1956-1962 there will be no 
increase in the number of residential, commercial, commercial heating or small 
industry customers, and only a moderate increase (14 percent) in the residential 
heating category,® and an increase of a single customer in the institutional 
category. 

Similarly, Citizens expects, in the same period, no increase in the peak day 
requirements in its residential, commercial, commerical heating, and small in- 
dustry categories; a moderate increase in its residential heating requirements 


‘(13.5 percent),’ and a nominal increase in its institutional category (9 percent), 


along with corresponding increases in company used and lost gas (8 percent). 

Citizens has a pattern of experience in its six towns which it uses as a basis 
for making its Mcf estimates for Hammond. Its latter estimates are based on 
a survey of Hammond house by house and by type of customer, as interpreted in 
the light of its past operations including those over the last three or four years 
in three new towns which it serves." It estimates peak day requirements, gen- 
erally, on a zero degree basis, multiplying the number of classified customers 
by the respective increment of peak day requirements of the existing towns 
served as obtained from the company records.® In making computations for 
Hammond these same increments and basic requirements data are used. 

The first and fifth year estimates for Hammond with respect to average 
number of customers and peak day and annual Mcf requirements are as follows: 


Customers Peak day use |Annual requirement 


Ist yr. | 5th yr. lst yr. 5th yr. Ist yr. 5th yr. 





(Mcf) | (Mef) (Mcf) | (Mef) 
a 3 390 780 








Residential 13 26 : 

Residential heating - 55 86 88 | 138 12, 900 

Commercial 1 3 1 2 405 

Commercial heating 5 9 15 | 27 2, 250 

Institutional éctbecunee 1 ] 47 | 47 5, 200 

Company Mef loss... 15 22 2, 154 
A sinttinidinns ‘ F as 75 125 168 239 23, 689 





8% Atwood, Arthur, Chrisman, Newman, Tuscola, Villa Grove. 

* Lovington and Bement. 

5 Arcola. 

® From 3,258 to 3,709 customers. 

7 From 5,209 Mcf to 5,912 Mcf. 

® Apparently Lovington and Bement served with gas obtained from Texas Illinois and 
Arcola served by gas obtained from Trunkline. 

® Thus, as representing peak day requirements of a residential heating customer, on the 
basis of statistical results obtained over the last four or five years, Citizens uses a mean 
of 1.6 Mcf. 
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Allowing for the deferral of use of the Hammond facilities to 1958-59, Citi- 
zens’ total peak day requirements as estimated by it are: 





Existing Hammond’s 
} service area | estimated re-| Total re- 
| require- quirements | quirements 
; ments! 


} 
———_ - ae 


(Mef) (Mcf) (Mcf) 
1958-59. __. ; : 8, 100 168 | 8, 268 
1959-60... _- BATA AE RUS 2 Jia 8, 262 | 200 | 8, 462 
1960-61... ; Fatt se ‘ ; 8.377 215 | 8, 592 
1961-62... a 7 eee ee ete 8, 507 | 232 8,739 
1932-63... ad te 33 = aba Ried ; r TB bcc eh). 


! Six towns dependent upon Panhandle as a source: Arthur, Atwood, Chrisman, Newman, Tuscola, 
Villa Grove. 

The foregoing estimates of natural gas requirements appear to be just and 
reasonable and are supported by and constitute reliable probative and substan- 
tial evidence in the case. 

Under date of July 3, 1951, Citizens and Panhandle entered into a service 
agreement under a form of tariff approved by the Commission at 10 FPC 185 
for a winter contract demand of 6,300 Mcf.” Subsequent service agreements 
between these parties dated April 1, 1952, and 1953, respectively, reaffirmed this 
quantity, while the agreement dated February 21, 1955, increased the quantity 
to 8,110 Mcf and that dated October 6, 1955, increased the quantity to 9,000 
Mcf. It would appear that the winter quantities contracted for with Panhandle 
and in fact used compare as follows: 


Winter Contracted | Used 
for | 


(Mef) (Mef) 
6, 300 4 





a eee | , 799 
6, 300 5, 899 

18, 100 7, 342 

9, 000 6, 839 

9, 000 27, 589 





1 Allocated (T. 33). 
2 Zero degree mean temperature; compares with Citizens’ estimate of a peak of 7,700 Mcf—but 
Citizens allows for an error of some 10% in estimates. 


There is no question but that Citizens is required to pay for its contracted 
demand whether or not it takes up to the maximum amount thereof. 

Citizens has no waiting list for heating and there is no limitation at the pres- 
ent time on the system to serve all the customer requirements of its service 
area and Hammond. 

On the basis of the foregoing 1956-57 figures, estimates for the future, and the 
fact that each of its service areas is saturated from a heating standpoint,” 
Citizens justifiably forecasts that it will have available from its existing con- 
tract quantity sufficient gas for service to Hammond at least through 1961-62. 

No participant questions the sufficiency, in this respect, of the so-called sum- 
mer demands as distinct from the contracted winter demand quantity. 


10 Matters of Panhandle Eastern Pipe Line Co., et al., G-1116, etc., 1951, 10 F. P. C. 328, 
designated Commission Opinion No. 218; see also 10 FPC at p. 343. 

11 Citizens has an average 94.8% heat saturation in the 6 towns supplied from Pan- 
handle’s facilities. 
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Estimated Costs 


The distribution system proposed for Hammond together with the feeder 
line to Panhandle’s facilities will constitute an intermediate pressure system 
with pressures ranging from 60 psi to 10 psi, and will consist of mains of from 
2-inch to 4-inch pipe size with regulators situated at suitable points. Installa- 
tion and material costs for the initial 3.5 miles of pipe are: 


eee GE WE GE CI het ks eden eeee $1, 000. 00 
Material (pipe, valves, meters, fittings, curb services, stations, 

GY ack casinstscica Scag sancti acsearle dah dade aac eadbapabiaacilacieaion 29, 151. 00 
UE COED csicstscicintnstscpsesionsdcansaitiscasaencasenabacoetieliaasee Dcagaeahlanaiatasmegananaatal 20, 800. 00 
Customer lines (material and labor) ~-...-------------.-..--.. 9, 850. 00 
Engineering, supervision, overhead, and contingencies__._......- 6, 688. 00 

a ccreticnn accion cnmaeint te avnonteb aad aeemamaapadadan $67, 489. 00 


Total cost of the distribution system of Hammond at the end of the first five- 
year period with 5 miles of distribution lines is estimated to be $87,000, due 
principally to the fact that the system will be extended to serve an area in the 
environs planned for a housing development. 

The foregoing estimates appear to be reasonable and reliable and to be sup- 
ported by the evidence of record. 


Revenues 
Applicant’s (Citizens’) proposed general rate schedule for Hammond (except- 
ing minimum bill provisions) is: 


a ee 27¢ net 
RON: FO Si cntntisidstinttnihnmaem aint 17 
GE: FE Ck 5 ic akciccnstctentddnsecnndinianbies 10¢ 
I I I aii aiicah nisl to canines cena iin ich aia aia ities 914¢ 
TEE BO ING inisigccesinchcaatnbpnnncmierbincnttiiasteaiaiaeniepiamigciigie’ o¢ 
AT GU0t DOP I a.nntct memmaonagnntitantinniabian S¢ 


The proposed schedule, while subject to the approval of the Illinois Com- 
merce Commission, is substantially the same which Citizens has in effect in 
the six towns now served by it from Panhandle’s facilities and the testimony 
is that the State Commission has indicated that it would accept these proposed 
rates. The schedule is competitive with oil and propane for heating and with 
electricity for cooking and water heating. 

Based on the foregoing rates and on the preceding estimates of consumption, 
gas revenues are computed to range in Hammond from $12,827.32 for operations 
for the first calendar year to $24,754.95 for the fifth whole calendar year. Cor- 
responding operation and maintenance costs and net loss or profit are estimated 
as follows: 


Ist year | 5th year 











Gas purchased 1... | $4,546.74 | $7,817.37 
Distribution, ....... . . 3, 000. 00 4, 200. 00 
Maintenance and stores. aati os a Le 500. 00 800. 00 
SE CINE OT OI io ctrcnendidcdiiicbindnindtbabubeposmbenneeiesaanl 600. 00 700. 00 
Customers’ accounting and billing. 1, 100. 00 1, 600. 00 
SEA VO CINE Qin cc bcec eds dadddidns i cddetecebivdbiadivcctuckecoes 1, 100. 00 | 1, 600. 00 
I tl 6 ictal cedel heictrienindie nap tmminndineneaaininstameadamaniill €00. 00 800. 00 
DE INTE cncinactenmamdonmesanenceradghensnubanitmnenininnnmmnaamabnadinie 2, 025. 00 | 2, 610. 00 
Ee INN cc 5 icc cance sanncdincuamininshiansan iuasdaaeneaatnienaaaael | 1,800.00 2, 800. 00 

DOO BO I a inten tes ethic esicnisinitipainic saa ceninh acne ieiaialaca ($2, 444.42)| $1,827.58 

| 





: a an fees average unit cost of 33 (per Mcf, though the company’s witness stated a smaller figure, 
1.5¢ per Mef. 
2 Including proporty and capital stock taxes, etc., not Federal income taxes. 


554728—61——_57 
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The foregoing financial estimates appear to be reasonable and reliable in the 
premises. 


Financial Resources and Other 


Citizens proposes to finance its Hammond plant by the issue of 25-year 5 
percent cumulative debenture bonds in the amount of $75,000 and has submitted 
herein a statement sworn to by its president of the subscription by twelve 
persons of the amount thereof in various sums ranging from $2,000 to $15,000 
per person. All except 2 or 3 of these subscribers are at present stockholders 
of Citizens. 

The cost of financing and the yearly interest expense will be a part of Citizens’ 
entire indebtedness obligation of which a proportionate part will be allocated to 
Hammond on a per meter basis. 

Applicant’s capital consists of $162,915 of no par common stock (21,080 shares 
outstanding of 50,000 shares authorized), and $361,000 of long term debt in first 
mortgage and debenture bonds. According to the company’s balance sheet for 
the six months ending June 30, 1957, Citizens had an earned surplus of $392,112.29, 
current assets in cash on hand and in the bank of $188,032.19, and $60,000 in 
temporary cash investments. The company is presently earning a 5 percent 
return on its existing plant in all nine towns served by it and expects to sub- 
stantially sustain such return after commencement of its operations in Hammond. 
It has sufficient cash on hand to construct its Hammond facilities if for any 
reason it is not possible to issue its proposed debentures. Using cash on hand 
the company would still have an adequate sum for working cash requirements 
of approximately $100,000. This situation effectually eliminates the question 
raised by Panhandle as to Citizens’ ability to liquidate its debenture bond issue 
over future years. 

Further, there is no contention by Panhandle that Citizens’ existing operations 
taken as a whole are conducted at a loss or would be if Hammond were added, 
there is no formal intimation from the intervener that Citizens should surrender 
any part of its existing winter contract demand quantity of 9,000 Mcf, or its 
April—October demand quantities as these are stated in Citizens’ existing service 
agreement with Panhandle. 

In addition to its cash position, while Citizens has not actually purchased the 
pipe needed for the Hammond facilities, it does have certain necessary materials 
on hand, such as meters and valves, and it has pipe on hand in its operating 
inventory with which the Hammond facilities could be built if necessary. 


Economic Feasibility and Public Interest 


Panhandle’s contention that the proposed Hammand project alone is not 
economically feasible is placed upon too restricted a ground. As far as the 
evidence of record is concerned, the prevailing question rather is whether 
Citizens, proceeding upon its own managerial judgment is capable of constructing 
the project, meeting its general obligations, including those to Panhandle, and 
continuing the discharge of its utility duty to the public which it undertakes to 
serve. The question is also whether there is a reliably established need for 
natural gas service in the Village of Hammond and its environs. The answer 
to both questions, on the reliable, probative and substantial evidence of record 
in this proceeding, is necessarily in the affirmative, as hereinabove established 
by reference to the evidence with respect to Citizens’ gas requirements including 
those for Hammond, the estimate of costs for construction of the Hammond 
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feeder line and distribution system, the estimate of revenue to be obtained from 
the service to Hammond considered along with Citizens’ financial condition and 
resources. 

It is therefore found and concluded, as necessary and desirable in the public 
interest, that an order should be issued herein pursuant to Section 7 (a) of the 
Act requiring Panhandle to establish physical connection with the facilities of 
Citizens and to sell natural gas thereto at such connection to serve the Village 
of Hammond and environs, all as herein proposed and above set forth. 


Burden on Panhandle and Effect on Its Ability to Serve 

Here the Applicant, Citizens, is not asking for any additional allocation of 
natural gas to it from Panhandle but only for an additional connection whereby 
to serve the village of Hammond. 

Panhandle has offered no evidence and none appears of record herein that 
would lead to or support any finding that an undue burden would be imposed 
upon Panhandle, by the establishment of the connection sought. Inconvenience 
to Panhandle, if any, is not the criteria, and even so uncompensated incon- 
venience does not appear. 

Nor has Panhandle offered any evidence, nor does such otherwise appear, that 
would justify any finding that the installation of a connection and the delivery 
of natural gas for use in Hammond and environs would impair in any degree 
Panhandle’s ability to render adequate service to its customers. 

It is therefore found that the granting of a Section 7 (a) order in these pro- 
ceedings as requested by Citizens in its application herein will place no undue 
burden upon Panhandle in any of its consequences, will not require the latter 
to enlarge its transportation facilities, and will not impair its ability to render 
adequate service to its customers. 


ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion, as provided in the Commission’s Rules of Practice and 
Procedure, that: 

(A) Panhandle be and hereby is directed to establish physical connection of 
its transportation facilities with the facilities to be constructed by Citizens 
to serve the Village of Hammond, Illinois, and environs as hereinabove set forth, 
and to sell natural gas to Citizens for such purpose within the limits of its 
existing service agreement with Citizens which provides for certain winter and 
summer demands as therein set forth, or within the limits of any service 
agreement superseding the same; and the existing service agreement between 
the parties shall be amended accordingly ; 

(B) Panhandle shall report to the Commission in writing and under oath, 
the date of commencement of the service to Citizens for the benefit of Hammond 
and environs within 30 days of the commencement thereof ; 

(C) Citizens shall complete the construction of its proposed Hammond feeder 
line and distribution system and begin the acceptance of delivery of natural 
gas under the terms hereof within nine (9) months of the date this order shall 
become effective ; 

(D) If Citizens shall fail to perform the acts required of it in (C) above, 
paragraph (A) above shall have no force and effect. 

Ewrne G. Stmpson, 
Presiding Examiner. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


LAKE SHORE PIPE LINE CO., DOCKET NO. G-11983 


ORDER APPROVING PROPOSED SETTLEMENT ALLOWING TARIFF REVISIONS TO TAKE EFFECT 
AND PRESCRIBING REFUNDS 


(Issued June 2, 1958) 


This is a rate proceeding arising under the Natural Gas Act. It involves a 
rate increase tendered by Lake Shore Pipe Line Co. (Lake Shore). The matter is 
before us now for consideration of a proposed settlement between Lake Shore 
and its two utility customers and of accompanying tariff revisions submitted on 
May 1, 1958. Upon consideration of the proposed settlement, and the data filed 
in support thereof, we approve the terms of the proposed settlement, will allow 
the tariff revisions to become effective, and will prescribe refunds, subject to 
the terms and conditions agreed to by the parties, as hereinafter set forth. 

On January 14, 1957, Lake Shore tendered certain revised tariff sheets to its 
FPC Gas Tariff, Original Volume No. 1... By these revisions Lake Shore con- 
templated a general increase in its jurisdictional rates and charges of approxi- 
mately $192,700, based upon Lake Shore’s sales for the year ended December 
31, 1956, as adjusted. It appears that ninety-seven per cent (97%) of the in- 
crease was occasioned by a concurrent rate tender by Lake Shore’s sole supplier, 
Tennessee Gas Transmission Company (Tennessee), which is the subject of 
the Proceeding in Docket No. G—11980. 

On February 13, 1957, pending a hearing and decision upon the question of 
the lawfulness of the rates and charges tendered by Lake Shore, we issued 
an order herein suspending the revised tariff sheets and deferring their use 
until July 14, 1957, and until such further time thereafter as such sheets might 
be made effective in the manner prescribed by the Natural Gas Act.* Subse- 
quently, upon the filing by Lake Shore of the statutory motion, the revised tariff 
sheets were permitted to become effective on July 14, 1957, subject to undertaking 
to assure the refund of such portion of the increased rates and charges found 
by the Commission to be not justified. 

Thereafter, at the request of Lake Shore, conferences of the parties were 
held in April, 1958, for the purpose of exploring the possibilities of developing 
and agreeing upon the settlement of the issues involved. Attending these con- 
ferences were representatives of Lake Shore, The East Ohio Gas Company, and 
members of our staff. Following such conferences, Lake Shore on May 1, 1958, 
submitted its proposed settlement agreement which had been assented to by 


1The sheets were designated as follows: Seventh Revised Sheet No. 4 (superseding Fifth 
Revised Sheet No. 4) ; Ninth Revised Sheet No. 5 (superseding Eighth Revised Sheet No. 5) ; 
Seventh Revised Sheet No. 6 (superseding Fifth Revised Sheet No. 6); Ninth Revised 
Sheet No. 7 (superseding Pighth Revised Sheet No. 7); Fourth Revised Sheet No. 8-B 
(superseding Third Revised Sheet No. 8-B); and First Revised Sheet No. 8-H (super- 
seding Original Sheet No. 8-H). 

2Or an increase of $216,348 annually, based upon sales for the year ended June 1957, 
as adjusted, the period utilized in the proposed settlement agreement. 

* No hearing has been held herein. 

* Lake Shore’s other utility customer, City of Painesville, Ohio, did not send any repre- 
sentatives. Its city manager notified staff counsel, by telegram, that it was unable to send 
a representative, but stated that it had reviewed data submitted by Lake Shore and that the 
City of Painesville “will most probably agree to whatever rate your staff is willing to 


recommend to the Commission as just and reasonable rates for the period subsequent to 
July 14, 1957.” 
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its two utility customers,’ which agreement is attached hereto as Appendix A 
and is made a part hereof. Additionally, Lake Shore tendered six revised 
tariff sheets providing lower rates to become effective May 1, 1958, in substitu- 
tion for the rates and charges which had become effective herein on July 14, 
1957. The revised tariff sheets tendered on May 1, 1958, are designated as 
follows: Eighth Revised Sheets Nos 4 and 6, Tenth Revised Sheets Nos. 5 and 
7, Fifth Revised Sheet No. 8—-B, and Second Revised Sheet No. 8-H to Lake 
Shore’s FPC Gas Tariff, Original Volume No. 1. The substitute rates and 
charges would increase Lake Shore’s revenues by $171,019 annually, based on 
sales for the year ended June, 1957, as adjusted, or $45,329 less than the estimated 
$216,348 annual increase based on the rates presently and contingently effec- 
tive subject to refund herein. 

Such revised tariff sheets, proposed to be effective as of May 1, 1958, provide 
for a monthly demand charge of $4.57 per Mcf of billing demand and a com- 
modity charge of 28.64¢ per Mcf under Lake Shore’s Rate Schedules G-1 and 
CD-1 and a rate of 36.15¢ per Mcf under Lake Shore’s Rate Schedule E-1, 
in lieu of the current contingently effective rates, all as more fully shown in 
Appendix A. 

In support of the substitute rates and charges, Lake Shore submitted a 
total cost of service, including a 644% rate of return,® of $3,158,136. Of this 
amount $1,987,412 has been allocated to jurisdictional sales. The costs are 
actual for the year ended June, 1957, adjusted for known changes. A com- 
parison of the costs claimed in support of the increased rates and charges with 
the settlement costs agreed to shows the following: 





Claimed Settlement Reduction 

















| costs costs by settlement 
I I isc ccicinncnntapienniinaicdamdteninaidadaa $2, 740, 082 $2, 738, 776 $1, 306 
UOT CIRC I CINE S 66.0 incaciccnshdienhndtitiemeidinnindel 212, 852 188, 463 24, 389 
Depreciation and amortization........- mciaataeeadond 52, 870 fF ) aes 
EASE BE cascethcantcdsatcauactianestusnancscanctabuuaa 30, 356 32, a (2, 712) 
IE SOIR i ccinisticbicinie maintain tgiciniaitndipinniipn teeta aes 489, ws 
Giirnddudgeccdcinitenehanaindeennneapatnibaiamiatnautie 32, 908 32, 966 (58) 
REE 6B Gi ck hatin ch cncbtscecdiiscbtiendtisinndinnedtiienté 112, 762 111, 993 769 
$3, 181, 830 $3, 158, 136 $23, 604 





Return was computed on the basis of average net gas plant of $1,766,254, together 
with working capital of $25,636, or an average rate base of $1,791,890. 

Total settlement costs were allocated to jurisdictional and non-jurisdictional 
sales on the basis of deliveries during (1) the 3-day system peak, winter 
1956-57, for demand costs, and (2) annual sales for the year ended June 30, 
1957, for commodity costs. The percentage of jurisdictional sales of the peak 
period was 69.88%; of annual sales, 59.53%. Accordingly, the weighted per- 
centage of total costs assigned to jurisdictional sales was 62.93%. While the 
settlement reduction in total cost of service is but $23,694, the reduction in 
charges to jurisdictional customers will amount to $45,329 annually compared 
to the rates originally tendered by Lake Shore. 

The proposed settlement agreement provides that (1) Lake Shore will refund 
to its resale customers the difference between the revenues collected by it under 
the contingently effective rates herein and what it would have collected under 
the settlement rates for the period July 14, 1957-May 1, 1958, together with 


On May 7, 1958, Lake Shore submitted executed copies of the proposed settlement 
agreement. 

* Previously allowed by the Commission in a rate proceeding involving Lake Shore in 
Docket No. G-2254. 
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simple interest at 6% per annum; and (2), in the event Lake Shore receives 
refunds or its purchased gas costs are reduced as a final result of Docket Nos. 
G-—5259 and G—11980 (both being proceedings involving its sole supplier, Ten- 
nessee), Lake Shore agrees to refund to its utility customers 62.93% of such 
refunds and will reduce its rates to reflect the identical reduction in the demand 
and/or commodity components reflected in Tennessee’s rates, all as more fully 
described in Appendix A. 

The cost of service upon which the settlement is based agrees substantially 
with the cost of service computed by our staff on the basis of its investigation 
of the books and records of Lake Shore for the period, as adjusted. The pro- 
posed settlement agreement provides that none of the parties or any affected 
person is to be considered as necessarily agreeing with any principles or methods 
of cost of service determination or allocation which have been used in arriving 
at the agreed to rates. 


The Commission finds: 


(1) The settlement of this proceeding on the basis as proposed and as adreed 
to by the parties and submitted for our consideration on May 1, 1958, subject 
to the terms and conditions hereinafter ordered, is just and reasonable an in 
the public interest in carrying out the provisions of the Natural Gas Act land 
such settlement should be approved, and made effective, as hereinafter provided 
and ordered. 

(2) The 30-day notice period provided in Section 4 (d) of the Natural Gas 
Act and Section 154.22 of our regulations thereunder (18 CFR 154.22) may be 
waived without prejudice to the interests of those who might be affected under 
the provisions of the Act, and good cause exists that such notice period be waived 
with respect to the revised tariff sheets tendered by Lake Shore on May 1, 1958, 
and such sheets should be allowed to take effect as of May 1, 1958, as proposed. 

(3) The increased rates and charges contained in Lake Shore’s FPC Gas 
Tariff, Original Volume No. 1, as amended by Seventh Revised Sheets Nos. 4 
and 6, Ninth Revised Sheets Nos. 5 and 7, Fourth Revised Sheet No. 8-B, and 
First Revised Sheet No. 8-H, are not just and reasonable, or otherwise lawful 
under the terms and provisions of the Natural Gas Act and they should be 
disallowed and denied as hereinafter provided and ordered. 


The Commission orders: 


(A) The settlement of this proceeding on the basis and terms proposed and 
agreed to between Lake Shore and its two utility customers, and as set out in 
Appendix A hereto, is approved and made effective, subject to the terms and 
conditions hereinafter ordered. 

(B) The increased rates and charges contained in Lake Shore’s filings listed 
in paragraph (3) hereof are disallowed and denied. 

(C) The 30-day notice period provided in Section 4 (d) of the Natural Gas Act 
and our regulations thereunder is hereby waived with respect to Eighth Revised 
Sheets Nos. 4 and 6, Tenth Revised Sheets Nos. 5 and 7, Fifth Revised Sheet 
No. 8-B, and Second Revised Sheet No. 8-H to Lake Shore’s FPC Gas Tariff, 
Original Volume No. 1, submitted on May 1, 1958; each of such sheets is accepted 
for filing ; and each is allowed to become effective as of May 1, 1958, as proposed, 
subject to the terms and conditions of this order and of the settlement agreement. 

(D) Lake Shore shall refund, within 60 days from the date of issuance of this 
order, the difference between (a) the amounts, in money, actually billed and 
collected for sales of natural gas made after 8:00 a. m. July 14, 1957, under the 
increased rates and charges filed herein on January 14, 1957, and (b) the 
amounts, in money, Lake Shore would have collected for such gas sales, if its 
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utility customers had been billed under the aforesaid revised tariff sheets 
tendered May 1, 1958, together with simple interest at the rate of 6% per annum 
thereon, computed from the date of actual payment of such amounts to Lake 
Shore until the date of refund to such utility customers. Within 75 days from 
the date of issuance of this order, Lake Shore shall report to the Commission, 
in writing and under oath, the amount of refund made to each of its jurisdic- 
tional customers, showing separately the amount of principal and interest so 
paid, and the billing determinants used for such determination, and shall serve 
a copy of such report upon each of the customers receiving a refund. 

(E) Lake Shore shall make further refunds and shall file reduced rates and 
charges as, and if, required upon final disposition of the rate proceedings In the 
Matters of Tennessee Gas Transmission Company, Docket Nos. G-—5259 and 
G-—11980, all as provided in Article II of the settlement hereby approved. 

(F) This order is without prejudice to any findings or orders which have been 
or may hereafter be issued by the Commission in any proceeding now pending 
or hereafter instituted by or against Lake Shore. 

(G) The proceedings herein is terminated, subject to the terms and condi- 
tions contained in this order and in the settlement agreement (Appendix A) 
attached hereto and made a part hereof. 


APPENDIX A 
PROPOSED SETTLEMENT 


On January 14, 1957, Lake Shore Pipe Line Co. (hereinafter called “Lake 
Shore”) filed with the Commission the following revised tariff sheets to its FPC 
Gas Tariff, Original Volume No.1: 

Seventh Revised Sheet No. 4 Superseding Fifth Revised Sheet No. 
Ninth Revised Sheet No. 5 Superseding Eighth Revised Sheet No. 
Seventh Revised Sheet No. 6 Superseding Fifth Revised Sheet No. 
Ninth Revised Sheet No. 7 Superseding Eighth Revised Sheet No. 
Fourth Revised Sheet No. 8-B Superseding Third Revised Sheet No. $-B. 
First Revised Sheet No. 8-H Superseding Original Sheet No. 8-H. 

Said revised tariff sheets constituted a general increase in the rates and 
charges of Lake Shore’s jurisdictional rates and were proposed to be made 
effective on February 14, 1957. The increased rates involved an increase in 
jurisdictional revenues of approximately $192,700, based upon Lake Shore’s sales 
for the year ended December 31, 1956. Ninety-seven per cent (97%) of the 
increase was occasioned by a concurrent rate filing by Lake Shore’s sole supplier, 
Tennessee Gas Transmission Company (hereinafter called “Tennessee”), which 
rates are presently the subject of the proceeding in Docket G—11980. 

On February 13, 1957, in Docket G—11983, pending a hearing and the Commis- 
sion’s decision on the question of the lawfulness of the increased rates and 
charges of Lake Shore, the Commission issued an order, pursuant to Section 4 
of the Natural Gas Act, suspending the aforementioned revised tariff sheets 
until July 14, 1957, and until such further time thereafter as such revised tariff 
sheets might be made effective in the manner prescribed by the Natural Gas Act. 

Said revised tariff sheets became effective on July 14, 1957 upon the filing by 
Lake Shore of an undertaking to insure refund of such portion of the increased 
rates and charges as might be found by the Commission in this proceeding to be 
not justified. 

Thereafter, at the request of Lake Shore, conferences were held on April 9, 
1958 and April 24, 1958 with members of the Staff of the Federal Power Commis- 
sion for the purpose of exploring the possibilities of developing and agreeing 
upon a settlement of the issues involved. 
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For the purpose of settling the issues involved in Docket G-11983, and of 
terminating the proceedings therein, the parties to the conference agreed that 
the following be submitted to the Commission, to wit: 


ARTICLE I 


NEW TARIFF SHEETS AND IMMEDIATE REFUND 
1. Tariff Sheets 


The following revised sheets to the FPC Gas Tariff, Original Volume No. 1, 
of Lake Shore Pipe Line Co. (copies of which are attached hereto) shall be made 
effective by Commission order as of May 1, 1958: 

Eighth Revised Sheet No. 4 Superseding Seventh Revised Sheet No. 

Tenth Revised Sheet No. 5 Superseding Ninth Revised Sheet No. 

Eighth Revised Sheet No. 6 Superseding Seventh Revised Sheet No. 

Tenth Revised Sheet No. 7 Superseding Ninth Revised Sheet No. 

Fifth Revised Sheet No. 8-B Superseding Fourth Revised Sheet No. 8-B. 

Second Revised Sheet No. 8-H Superseding First Revised Sheet No. 8-H. 
The above-described revised tariff sheets provide for a monthly demand charge 
of $4.57 per Mcf of billing demand and a commodity charge of 28.64¢ per Mcf 
under Lake Shore’s Rate Schedules G—1 and CD-1 and a rate of 36.15¢ per Mcf 
under Lake Shore’s Rate Schedule E-1. These charges are in lieu of the current 
contingently effective rate consisting of a demand charge of $4.77 per Mcf of 
billing demand and a commodity charge of 28.96¢ per Mcf for Lake Shore’s Rate 
Schedules G-1 and CD-1 and a charge of 36.75¢ per Mcf under Lake Shore’s 
Rate Schedule E-1. 


2. Immediate Refunds 


Within 60 days from the date this settlement is accepted by the Commission, 
Lake Shore agrees to refund to its utility customers the difference between (a) 
the amounts, in money, actually billed and collected by Lake Shore from and 
after 8:00 a. m. July 14, 1957, under the increased rates filed in Docket No. 
G—11983, and (b) the amounts, in money, Lake Shore would have collected for 
natural gas sales from and after 8:00 a. m. July 14, 1957, until 8: 00 a. m. May 1, 
1958 if such utility customers had been billed under the foregoing new tariff 
sheets, together with simple interest at the rate of 6% per anum thereon, com- 
puted from the date of actual payment of such amounts to Lake Shore until the 
date of refund to such utility customers. 


SA e& 


ARTICLE II 
FUTURE RATE REDUCTIONS AND REFUNDS 


It is understood and agreed by the parties hereto that, if as a result of any 
final orders entered by the Commission subsequent to May 1, 1958, or which 
become final thereafter, after court review or otherwise, In the Matters of Ten 
nessee Gas Transmission Company, in Docket Nos. G-5259 or G—11980, Lake 
Shore’s supplier, Tennessee, shall file revised tariff sheets, applicable to Lake 
Shore, which are made effective and result in any reduction in the rate of $3.30 
per Mef of billing demand per month and the commodity charge of 25.9 cents 
per Mcf (at 15.025 psia), Lake Shore shall file with the Commission, within 
30 days of such final order, changes in its tariff sheets to reduce its CD-1 and 
G-1 rate schedules (or any superseding rate schedules) to reflect the identical 
reduction in the demand and/or commodity components reflected in the rates of 
Tennessee, and to be effective on the same date as the revised and reduced rates 
of Tennessee become effective. The amount of reduction in Rate Schedule E-1 
shall be the total reduction in the commodity component plus one-sixtieth 
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(1/60th) of the reduction in the demand component computed to the nearest 
one hundredth (1/100th) of one cent (1¢). Lake Shore shall make refunds, if 
any, according to the provisions of the next succeeding paragraph of this 
Article II. 

If, as a result of any such final orders entered in the aforesaid proceedings, 
Tennessee shall make any refunds to Lake Shore, then Lake Shore shall refund 
to its utility customers sixty-two and ninety-three hundredths per cent (62.93%) 
of any such refunds in proportion to the actual volumes purchased by each such 
utility customer during the period to which the refund applies. 


ARTICLE III 


CONDITION 


The agreement reached by the parties and set forth in this proposed settle- 
ment is expressly conditioned upon the Commission’s acceptance of all the 
terms and conditions of this proposed settlement and the termination of the 
proceeding in Docket G—11983. 


ARTICLE IV 


RESERVATIONS 


By making this agreement neither the Commission staff, Lake Shore, nor 
any affected person is to be considered as necessarily agreeing with any prin- 
ciples or methods of cost of service determination or allocation which have 
been used in arriving at the rates agreed to herein. 


ARTICLE V 
WAIVER 


The parties hereto, in agreeing that the attached. revised tariff sheets be 
made effective as of May 1, 1958, request that the Commission waive compliance 
with the requirements of the Commission’s general rules and regulations, par- 
ticularly part 154 thereof (18 CFR Part 154), to the extent necessary to permit 
such revised tariff sheets to become effective as of eight a. m. on May 1, 1958. 

Agreed to, by and between the persons whose signatures are affixed hereto, 
as of the 30th day of April, 1958. 

For Lake Shore Pipe Line Co. 

By CHRISTOPHER T. BOLAND 
Its Attorney. 

For the City of Painesville, Ohio. 

By Frep BE. WEIssrop. 

For East Ohio Gas Company. 

By A. H. Forses. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NOS. G-14174, 
G-14270, G-14271, G-—14379 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 2, 1958) 


Tennessee Gas Transmission Company (Applicant), a Delaware corporation 
with its principal place of business in Houston, Texas, filed an application on 




















































878 FEDERAL POWER COMMISSION 


January 6, 1958, in Docket No. G-14171; on January 16, 1958, in Docket No. 
G—14270 and in Docket No. G—14271; and on February 3, 1958, in Docket No. 
G-14379 for certificates of public convenience and necessity pursuant to Section 
7 of the Natural Gas Act, authorizing sales of natural gas in interstate com- 
merce as hereinafter described, subject to the jurisdiction of the Commission, 
all as more fully represented in the respective applications. 

Applicant seeks authority to sell natural gas in interstate commerce to Cities 
Service Gas Company (Cities Service) and El Paso Natural Gas Company (El 
Paso) for resale from production as indicated below : 

In Docket No. G-14174 to Cities Service from the H. Winter Lease in North- 
west Sharon Area in Barber County, Kansas, to be made pursuant to a gas sales 
contract dated June 11, 1957, as amended November 1, 1957. 

In Docket No. G—14270 to Cities Service from the Wm. C. Graves Lease in 
the Hardtner Field, Barber County, Kansas, pursuant to a gas sales contract 
dated November 6, 1957. 

In Docket No. G—14271 to Cities Service from the R. J. Boyd Lease in the Hast 
Hugoton Field, Finney County, Kansas, pursuant to a gas sales contract dated 
November 14, 1957. 

In Docket No. G-14379 to El Paso from the Blanco-State Unit No. 1, in the 
Blanco Mesaverde Field, San Juan County, New Mexico, pursuant to a gas sales 
contract dated December 23, 1957. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 15, 1958, respecting the matters involved in and the issues presented by 
the applications. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation with its principal place of business in 
Houston, Texas, is a “natural gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

(2) The sales of natural gas hereinbefore described, as more fully described 
in the respective applications, will be made in interstate commerce, subject to 
the jurisdiction of the Commission, and such sales by Applicant, together with 
the construction and operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor, are subject to the requirements of subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The sales of natural gas by Applicant, together with the construction and 
operation of any facilities subject to the jurisdiction of the Commission necessary 
therefor, are required by the public convenience and necessity, and certificates 
therefor should be issued as hereinafter ordered and conditioned. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure, was unopposed by any party of record and, not having 


been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and are hereby issued, 
upon the terms and conditions of this order, authorizing the sales by Applicant 
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of natural gas in interstate commerce for resale, together with the construction 
and operation of any facilities, subject to the jurisdiction of the Commission, 
used for the sales of natural gas in interstate commerce, as hereinbefore de- 
scribed and as more fully described in the respective applications and exhibits 
in this proceeding. 

(B) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath by Applicant within 30 
days from issuance of this order. 

(C) The certificates are not transferable and shall be effective only so long 
as Applicant continues the acts or operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and the applicable rules, regulations 
and orders of the Commission. 

(D) The grant of the certificates herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Section 154 of 
the Commission’s Rules and Regulations thereunder requiring the filing of rate 
schedules for the service herein authorized; and is without prejudice to any 
findings or orders which have been or may hereafter be made by the Commission 
in any proceeding now pending or hereafter instituted by or against the Appli- 
eant. Further, our action in this proceeding shall not foreclose nor prejudice 
any future proceedings or objection relating to the operation of any price or 
related provision in the gas purchase contracts herein involved. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, ET AL. 
DOCKET NO. G-14177, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued June 2, 1958) 


Texas Illinois Natural Gas Pipeline Company (Texas Illinois), a Delaware 
corporation with a principal place of business in Chicago, Illinois, filed an 
application in Docket No. G-14177 pursuant to Section 7 of the Natural Gas Act 
on January 6, 1958 for a certificate of public convenience and necessity author- 
izing the construction and operation of a 3-inch tap on its existing 12-inch East 
Bay City lateral pipeline in Matagorda County, Texas, and approximately 1%4 
miles of 4-inch lateral supply pipeline to extend from a point of connection with 
the aforesaid tap to a proposed meter station to be constructed by Texas Illinois 
in the Old Ocean Field in Matagorda County, Texas, to enable Texas Illinois 
to receive natural gas produced from leases in the Old Ocean Field by Oil and 
Gas Property Management, Inc. (Management), subject to the jurisdiction of the 


Commission, and as more fully related in the application. 
“ * * « 7 s * 


The proposals of Texas Illinois in Docket No. G—14177, and Management in 
Docket No. G—14197 will enable Texas Illinois to purchase and receive additional 
volumes of natural gas for its system requirements. The estimated cost of 
Texas Illinois’ proposed facilities is $38,700, and will be defrayed by Texas 
Illinois from funds on hand. 

The gas supply which will become available by the operation of the proposed 
facilities is reasonably adequate to justify the construction of the proposed 
facilities. 





*Omitted portions of this order relate to the issuance of independent producer certificates. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 14, 1958, respecting the matters involved in and the issues presented by 
the applications. No appearances other than staff counsel were entered upon 
the record and no evidence offered in opposition to the granting of the applica- 
tions. Staff counsel moved orally at the hearing that the intermediate decision 
procedure be omitted and the Commission render a decision herein pursuant to 
Section 1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Texas Illinois, a Delaware corporation with its principal place of business 
in Chicago, Illinois, owns and operates a natural gas transmission system in 
several states, and is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the 
Commission. 

* . 7 i * * * 

(3) The facilities of Texas Illinois proposed to be constructed and operated 
for the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, will be an integral part of its existing 
pipeline system, and is, therefore, subject to the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(4) Texas Illinois is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 


and the requirements, rules and regulations of the Commission thereunder. 
* . a7 o * ¥ * 


(7) The construction and operation of the facilities proposed by Texas Illinois 
in Docket No. G-14177, and the sale of natural gas by Management in Docket No. 
G-14197, together with the construction and operation of any facilities subject 
to the jurisdiction of the Commission necessary therefor, are required by the 
public convenience and necessity, and certificates therefor should be issued as 
hereinafter ordered and conditioned. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure, was unopposed by any party of record and, not having 
been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) of 
the said Rules. 

(9) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Rules and Regulations, including the Rules of Prac- 
tice and Procedure (18 CFR 157.20) should attach to the issuance of the certifi- 
eate to Texas Illinois, and to the exercise of the rights granted thereunder, and 
that the time within which construction of facilities authorized by this order shall 
be completed and said facilities placed in actual operation should be fixed at 6 
months from the date on which this order issues. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued Texas Illinois in Docket No. G-14177 authorizing Texas Illinois to con- 
struct and operate the facilities hereinbefore described, all as more fully 
described in the application in this proceeding, for the transportation and sale 
of natural gas in interstate commerce as therein set forth, upon the terms and 
conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
{3), (ec) (4) and (e) of Section 157.20 of the Commission’s General Rules and 











































FEDERAL POWER COMMISSION 881 


Regulations, including Rules of Practice and Procedure, shall attach to the issu- 
ance of the certificate granted in paragraph (A) hereof, and to the exercise of 
the rights thereunder. 

(C) The time within which the facilities hereby authorized in Docket No. 
G-14177 shall be constructed and placed in actual operation as provided by 
paragraph (b) of Section 157.20 of the Commission’s Rules of Practice and 
Procedure is hereby fixed at 6 months from the date on which this order issues. 

+ s . . 7 . + 

(E) The certificates are not transferable and shall be effective only so long 
as Applicants continue the acts or operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and the applicable rules, regulations 
and orders of the Commission. 

a ” . 7 . * . 


Commissioner Connole not participating. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, ET AL., 
DOCKET NO. G-—14340, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued June 2, 1958) 


Transcontinental Gas Pipe Line Corporation (Transco), Amerada Petroleum 
Corporation (Amerada), and Transcontinental Production Company, Operator, 
et al. (Transco Production), filed separate applications for certificates of public 
convenience and necessity pursuant to Section 7 of the Natural Gas Act, author- 
izing the construction and operation of facilities necessary for receiving and 
transporting natural gas, and authorizing the sale of natural gas in interstate 
commerce for resale as hereinafter described, subject to the jurisdiction of the 
Commission, all as more fully represented in the respective applications. 

Transco in its application filed on January 28, 1958, in Docket No. G—14340 
seeks authorization to construct and operate two meter stations, a dehydration 
station and appurtenances, together with approximately 1,800 feet of field lines 
to extend from the proposed meter stations to two wells in the Mission Bridge 
area, Victoria County, Texas, for the purpose of receiving natural gas into its 
interstate transmission facilities produced in said area by Amerada and Transco 
Production. 

The estimated total initial cost of the proposed facilities of Transco is $20,000, 
which cost will be financed from company funds. 

The gas supply which will become available by the operation of Transco’s pro- 


posed facilities is reasonably adequate to justify the construction of the proposed 
facilities. 


* * * - - ” +* 
Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on May 15, 1958, respecting the matters involved in and the issues 
presented by the applications. No appearances other than staff counsel were 
entered upon the record and no evidence offered in opposition to the granting 
of the applications. Staff counsel moved orally at the hearing that the inter- 


*Omitted portions of this order relate to the issuance of independent producer certificates. 


























































882 FEDERAL POWER COMMISSION 






mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 

(1) Transco, a Delaware corporation, with its principal place of business at 
Houston, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

* * 7 * * . * 

(3) The facilities hereinbefore described are proposed to be used by Transco 
in the transportation and sale of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, as an integral part of its pipeline system, 
and the construction and operation thereof by Transco are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

* * *” + * * ” 

(5) The construction and operation of the facilities proposed by Transco, and 
the sales of natural gas by Amerada and Transco Production, together with the 
construction and operation of any facilities subject to the jurisdiction of the 
Commission necessary therefor, are required by the public convenience and 
necessity, and certificates therefor should be issued as hereinafter ordered and 
conditioned. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate to 
Transco, and to the exercise of the rights granted thereunder, and that the time 
within which construction of facilities authorized by this order should be com- 
pleted and said facilities placed in actual operation should be fixed at 6 months 
from the date on which this order issues. 

(7) The respective parties herein are able and willing properly to do the 
acts and to perform the service proposed and to conform to the provisions of 
the Natural Gas Act, and the requirements, rules and regulations of the Com- 
mission thereunder. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission is granted pursuant to Section 1.30 
(ce) (1) of said Rules. 


The Commission orders: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Transco to construct and operate the facilities herein- 
before described, all as more fully described in the application in this proceeding, 
for the transportation of natural gas in interstate commerce as herein set forth, 
upon the terms and conditions of this order. 

o * * x aod ao * 

(C) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (ec) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the issu- 
ance of the certificate granted in paragraph (A) hereof, and to the exercise of 
the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of said 
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Section 157.20 of the Commission’s Rules, is hereby fixed at 6 months from the 
date on which this order issues. 
os 


















* * 








(G) The certificates issued herein are not transferable and shall be effective 
only so long as the respective parties continue the acts or operations hereby 
authorized in accordance with the provisions of the Natural Gas Act, and the 
applicable rules, regulations and orders of the Commission. 








Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


THD OHIO FUEL GAS COMPANY, DOCKET NO. G-14394 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 2, 1958) 


































On February 3, 1958, The Ohio Fuel Gas Company (Applicant) filed an appli- 
cation in Docket No. G—14394, pursuant to Section 7 (c) of the Natural Gas Act, 
for a certificate of public convenience and necessity authorizing the construction 
and operation of certain natural gas facilities for the sale and delivery of natural 
gas to a new direct industrial interruptible customer, The Western Electric Com- 
pany, Inc., for use in a new plant under construction at Columbus, Ohio, for the 





7 manufacture of telephone equipment, all as more fully set forth in the application. 
> Applicant proposes to construct and operate approximately 250 feet of 3-inch 
e lateral pipeline from its existing 20-inch transmission Line B-100 to said plant 
~ and a measuring and regulating station thereat. The total estimated capital cost 
8 of the proposed facilities is $18,670, which will be financed from cash on hand. 
The estimated requirements of natural gas for this proposed service are up 
he to 1,900 Mcf per day and 465,000 Mcf per year by 1961. 
of No additional main line facility construction will be required by the present 
=m proposal, nor will Applicant’s gas supply situation be appreciably affected thereby. 
Pursuant to due notice, a public hearing was held in Washington, D. C., on 
he May 14, 1958, respecting the matters involved in and the issues presented by the 
’s application herein. No petitions to intervene or protests to the granting of the 
nd application have been received. Staff counsel moved orally at the hearing that 
30 the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 
> The Commission finds: 
an (1) Applicant, The Ohio Fuel Gas Company, an Ohio corporation having its 
ing, principal place of business in Columbus, Ohio, is a “natural-gas company” within 
rth, the meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of August 21, 1945, in Docket No. G-371 (4 F. P. C. 1033). 
(2) The facilities hereinbefore described, as more fully described in the appli- 
(e) eation herein, are proposed to be used in the transportation of natural gas in 
ond interstate commerce, subject to the jurisdiction of the Commission, as integral 
iseu- parts of Applicant’s existing pipeline system and the construction and operation 
eo of thereof by Applicant are subject to the requirements of Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 
con- (3) Applicant, The Ohio Fuel Gas Company, is able and willing properly to do 


the acts and to perform the services proposed and to conform to the provisions 
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of the Natural Gas Act and the requirements, rules and regulations of the Com- 
mission thereunder. 

(4) The proposed construction and operation of the facilities by Applicant are 
required by the public convenience and necessity and a certificate therefor should 
be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (ec) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to the 
exercise of the rights thereunder, and that the time within which construction 
of the facilities authorized by this order should be completed and in actual opera- 
tion should be fixed at 6 months from the date on which this order issues. 

(6) The maximum volume of natural gas which Applicant may deliver to The 
Western Electric Company, Inc., under this authorization should be 1,900 Mcf 
per day. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure herein was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing The Ohio Fuel Gas Company to construct and operate 
the facilities hereinbefore described, all as more fully described in its application 
in this proceeding and the exhibits appended thereto, for the transportation of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 
upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) (3), 
(c) (4) and (e) of section 157.20 of the Commission’s Regulations under the 
Natural Gas Act shall attach to the issuance of the certificate granted in para- 
graph (A) hereof and to the exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized to The Ohio Fuel 
Gas Company shall be constructed and placed in actual operation as provided by 
paragraph (b) of Section 157.20 of the Commission’s Regulations under the Nat- 
ural Gas Act is hereby fixed at 6 months from the date on which this order issues. 

(D) The maximum volume of natural gas which The Ohio Fuel Gas Company 
may deliver to The Western Electric Company, Inc., under this authorization 
shall be 1,900 Mcf per day. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


UNION GAS SYSTEM, INC., DOCKET NO. G-14463 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 2, 1958) 


On February 10, 1958, Union Gas System, Inc. (Applicant), filed an application 
in Docket No. G—14463, pursuant to Section 7 (c) of the Natural Gas Act, for a 
certificate of public convenience and necessity authorizing the continued operation 
of a heretofore uncertificated 7,505-foot long 4-inch pipeline lateral, together 
with metering and regulating appurtenances, extending westward from Appli- 
cant’s 10-inch main interstate pipeline near Independence, Montgomery County, 
Kansas, all as more fully set forth in the application. 
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The subject facilities were constructed in 1955 at a cost of $12,276 and are used 
for a direct industrial interruptible sale to an oil pump station of Great Lakes 
Pipe Line Company in the approximate quantity of 100,000 Mcf per year. 

It appears that Applicant did not apply for authorization for these facilities 
heretofore, because of its belief that the circumstances did not require it. 

Continuation of the service as applied for herein will have no adverse effect 
on Applicant’s other service or overall gas supply. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 14, 1958, respecting the matters involved in, and the issues presented by, 
this application. No petition to intervene or protest to the granting of the appli- 
cation has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and that the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Union Gas System, Inc., a Kansas corporation having its prin- 
cipal place of business in Independence, Kansas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion in its order of April 13, 1943, in Docket No. G-268. 

(2) The facilities hereinbefore described are used in the transportation of 
natural gas in interstate commerce, subject to the jurisdiction of the Commis- 
sion, as integral parts of Applicant’s existing pipeline system and the operation 
thereof by Applicant is subject to the requirements of Subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) The operation by Applicant of the facilities hereinbefore described, as more 
fully described in the application and exhibits in this proceeding, is required by 
the public convenience and necessity and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act (18 CFR 157.20) should attach to the 
issuance of the certificate hereinafter granted and to the exercise of the rights 
granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be, and the same is, 
hereby issued authorizing Union Gas System, Inc., to operate the facilities here- 
inbefore described for the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, all as more fully described in the 
application and exhibits in this proceeding, upon the terms and conditions of 
this order. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the issuance of the certificate granted in paragraph (A) hereof 
and to the exercise of the rights granted thereunder. 


554728—61—_—_58 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


THE OHIO FUEL GAS COMPANY, DOCKET NO. G—14690 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 2, 1958) 


On March 17, 1958, The Ohio Fuel Gas Company (Applicant), filed in Docket 
No. G—14690 an application, pursuant to Section 7 (c) of the Natural Gas Act, fora 
certificate of public convenience and necessity authorizing the continued operation 
of certain natural gas facilities being used to serve Sidwell Brothers, a direct 
industrial customer, as more fully set forth in the application. 

The facilities involved consist of a service line from Applicant’s Line “H” 
west of Zanesville, Ohio, to the plant of Sidwell Brothers, in Newton Township, 
Muskingum County, Ohio, and regulating and measuring facilities, presently 
being used for the delivery and sale of natural gas to Sidwell Brothers for use 
in the production and processing of blacktop road-building material. 

It appears that the original cost of these facilities was approximately $6,600; 
the service is essentially off-peak interruptible in character ; and the deliveries to 
Sidwell Brothers in 1957 totaled 13,544 Mcf of natural gas. 

Applicant has been providing this service since 1951 when Sidwell Brothers 
purchased the property and rights of a farmer being furnished rural right-of- 
way service by Applicant, and authorization from this Commission was not 
applied for because of Applicant’s belief that the circumstances did not require it. 

Continuation of the service as applied for herein will benefit the Applicant and 
Sidwell Brothers, and will have no adverse effect on Applicant’s other service or 
overall gas reserves. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on May 
13, 1958, respecting the matters involved in and the issues presented by this ap- 
plication. No petition to intervene or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and that the Commission render a deci- 


sion herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicant, The Ohio Fuel Gas Company, an Ohio corporation having its 
principal place of business in Columbus, Ohio, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of August 21, 1945, in Docket No. G-371 (4 FPC 1033). 

(2) The facilities hereinbefore described are used in the transportation of 
natural gas in interstate commerce, subject to the jurisdiction of the Commission, 
as integral parts of Applicant’s existing pipeline system and the operation thereof 
by Applicant is subject to the requirements of subsections (c) and (e) of Section 
7 of the Natural Gas Act. 

(3) The operation by Applicant of the facilities hereinbefore described, as more 
fully described in the application and exhibits in this proceeding, is required by 
the public convenience and necessity and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules and regulations of the Commission thereunder. 
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(5) Public convenience and necessity require that the general terms and condi- 
tions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
Regulations under the Natural Gas Act (18 CFR 157.20) should attach to the 
issuance of the certificate hereinafter granted and to the exercise of the rights 
granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.30 (c) (1) 
of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing The Ohio Fuel Gas Company to operate the facilities herein- 
before described for the transportation of natural gas in interstate commerce, 
subject to the jurisdiction of the Commission, all as more fully described in the 
application and exhibits in this proceeding, upon the terms and conditions of this 
order. 


(B) The general terms and conditions set forth in paragraphs (a) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act shall 
attach to the issuance of the certificate granted in paragraph (A) hereof and to 


the exercise of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


ORANGE AND ROCKLAND UTILITIES, INC. (FORMERLY ROCKLAND 
LIGHT AND POWER COMPANY), DOCKET NOS. G—269, G-1901, G—1958, 
G-8736 AND G-9439 


ORDER AMENDING ORDERS ISSUING CERTIFICATES OF PUBLIC CONVENIENCE 
AND NECESSITY 


(Issued June 3, 1958) 


Orange and Rockland Utilities, Inc. (Applicant), a New York Corporation hav- 
ing its principal place of business at Nyack, New York, filed on May 12, 1958, 
an application in the above designated proceedings for an order amending cer- 
tain orders, hereinafter more specifically designated, in which certificates of pub- 
lic convenience and necessity were issued to Rockland Light and Power Company 
(Rockland). The application requests that the aforementioned orders be 
amended to reflect the change in name of Rockland Light and Power Company 
to Orange and Rockland Utilities, Inc. 

The orders which Applicant seeks to have amended are as follows: 


Docket No. G-269—Order issued April 6, 1943 (3 F. P. C. 965) in which Rockland 
was issued a “Grandfather Certificate” authorizing the continued operation 
of its facilities which were in bona fide operation on February 7, 1952, and 
being utilized for the transportation and sale of natural gas in interstate 
commerce. 

Docket No. G-1958—Order issued October 8, 1952 (11 F. P. ©. 1339) in which 
Rockland was authorized to acquire and operate the facilities of a company 
named Rockland Gas Co., subject to the jurisdiction of the Commission. 
Order issued February 18, 1953, amending the above described order, 
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Docket No. G-190i—Order issued May 1, 1953 (12 F. P. C. 633) in which Rockland 
was granted a certificate authorizing construction and operation of certain 
feeder lines in Orange County, New York. 

Order issued March 9, 1956 (15 F. P. C. 1205) amending the above described 
order. 

Docket No. G—-8736—Order issued June 10, 1955, in which Rockland was granted 
a certificate authorizing construction and operation of minor facilities for 
the sale of natural gas to Rockland Electric Company. 

Docket No. G-9439—Order issued April 16, 1956 (15 F. P. C. 1302) in which 
Rockland was granted a certificate authorizing the construction and operation 
of facilities necessary for the sale of gas to New York State Electric and Gas 
Corp. for resale in the Town of Goshen, New York. 


The application states that on February 28, 1958, the name of Rockland Light 
and Power Company was changed to Orange and Rockland Utilities, Inc., at 
the time of the consolidation of the former The Orange and Rockland Elec- 
tric Company with and into Rockland Light and Power Company, both New York 
corporations, pursuant to Section 86 of the New York Stock Corporation Law. 

Rockland Light and Power Company was, and with its name changed to Orange 
and Rockland Utilities, Inc., now is subject to the jurisdiction of the Commission 
as a natural gas company under the Natural Gas Act. 

The effect of the “consolidation” under New York law was to merge the 
Orange and Rockland Electric Company into the Rockland Light and Power 
Company. The name of the Rockland Light and Power Company was simul- 
taneously changed to Orange and Rockland Utilities, Inc. The Orange and 
Rockland Utilities, Inc., retains the same corporate capacity, the same rights 
and privileges under New York law, and is the same corporation, except for 
name, as the Rockland Light and Power Company. 

The financial and fiscal matters pertaining to the aforementioned consolidation 
were presented to and considered by the Commission in Docket No. E-6792 and 
an order authorizing the merger or consolidation was issued on February 
24, 1958. 

No transfer or acquisition of facilities for the transportation or sale of 
natural gas subject to the jurisdiction of the Commission is involved since all 
such facilities were formerly owned by Rockland and are now owned by the same 
company with its name changed to Orange and Rockland Utilities, Inc. 


The Commission finds: 


(1) The name of the corporation known as Rockland Light and Power Com- 
pany was changed on February 28, 1958, to, and it now is Orange and Rockland 
Utilities, Inc. 

(2) It is necessary and appropriate in the public interest to modify and amend 
the hereinbefore specifically described orders to reflect said change in name by 
substituting Orange and Rockland Utilities, Inc., as Applicant and recipient of 
all authority granted in said orders in lieu of Rockland Light and Power Com- 
pany as hereinafter ordered. 


The Commission orders: 
(A) The following orders of the Commission be and hereby are amended to 
substitute Orange and Rockland Utilities, Inc., as Applicant and recipient of 


any and all authority granted therein in lieu of Rockland Light and Power 
Company: 
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Docket Number Date of order 
Cs. 55 cc April 6, 1943 (3 F. P. ©. 965) 
O-SORR science October 8, 1952 (11 F. P. C. 1339) February 18, 1953 
Gal. cscincce May 1, 1953 (12 F. P. C. 633), March 9, 1956 (15 F. P. C. 
1205) 
O-OTORs cte ctnininn June 10, 1955 
O-Oin ciccaumads April 16, 1956 (15 F. P. ©. 1302) 


(B) Orange and Rockland Utilities, Inc., shall continue the operation and serv- 
ices subject to the jurisdiction of the Commission heretofore performed by Rock- 
land Light and Power Company under authority of said orders pursuant to the 
provisions of the Natural Gas Act. 

(C) In all other respects the conditions and authorizations set forth in said 
orders and the exercise of the rights granted therein shall remain in full force 
and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


ORANGE AND ROCKLAND UTILITIES, INC. (FORMERLY ROCKLAND 
LIGHT AND POWER COMPANY), DOCKET NO. G-1901 


ORDER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 3, 1958) 


Orange and Rockland Utilities, Inc. (Applicant), a New York corporation 
with its principal place of business at Nyack, New York (Applicant is the sur- 
viving corporation resulting from a merger of Orange and Rockland Electric 
Company into Reckland Light and Power Company and a change in name effected 
simultaneously on February 28, 1958) filed on April 7, 1958, in Docket No. G—-1901 
a petition for modification of paragraph B (iii) of the Commission order issued 
May 1, 19538, 12 F. P. C. 633, granting a certificate of public convenience and neces- 
sity to Rockland Light and Power Company in the above-mentioned proceeding. 
The order, among other things, granted authorization to construct and operate a 
37,000 foot, 4-inch pipeline to serve the Village of Monroe, New York. 

The petition for modification asks that authority be granted to construct a 
6-inch line in lieu of the 4-inch line originally authorized. It appears that the 
present and future requirements of the Monroe area will exceed the capacity 
of a 4-inch line. It appears that the proposed 6-inch line will adequately serve 
the requirements of the area and can be constructed at a cost of only 17 percent 
in excess of the cost of a 4-inch line. 

On April 29, 1958, a notice of the petition for modification of the prior order 
in this proceeding was served upon all parties of record and such notice was pub- 
lished in the Federal Register on May 3, 1958 (23 F. R. 2996). No protests or 
petitions to intervene have been filed. 


The Commission finds: 


It is in the public interest and appropriate in carrying out the provisions of the 
Natural Gas Act to amend, as hereinafter ordered, the authorization granted 
by order issued May 1, 1953, so as to substitute authorization for construction and 
operation of a 6-inch lateral line to serve the Village of Monroe, New York, in 
lieu of the 4-inch line originally authorized in said order. 
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The Commission orders: 


(A) Paragraph B (iii) of the Commission order issued May 1, 1953, be and 
the same hereby is amended to authorize the construction and operation of 
37,000 feet of 6-inch pipeline to serve the Village of Monroe, New York, in lieu 
of the 4-inch line authorized by said order. 

(B) In all other respects, the conditions and authorizations set forth in said 
order and the exercise of the rights granted therein shall remain in full force 
and effect. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NO. G-—8990 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 3, 1958) 


On June 2, 1955, Tennessee Gas Transmission Company (Applicant), a Dela- 
ware corporation with its principal place of business in Houston, Texas, filed 
in Docket No. G-8990 an application, together with supplementary data filed 
on July 25, 1955, pursuant to Section 7 of the Natural Gas Act for a certificate 
of public convenience and necessity authorizing Applicant to construct and 
operate 7 miles of 4-inch pipe line from the Charenton Field in St. Mary Parish, 
Louisiana; 7 miles of 4-inch pipe line from the Gillis English Bayou Field in 
Calcasieu Parish, Louisiana, together with valves and appurtenant facilities, 
for the purpose of taking deliveries of natural gas produced by The California 
Company in said fields for sale and transportation in interstate commerce by 
the Applicant, subject to the jurisdiction of the Commission, all as more fully 
set forth in the application on file with the Commission. 

Applicant states the estimated cost of the proposed facilities is $140,900, and 
will be defrayed from current funds. 

The record shows that the purpose of the facilities is to enable Applicant to 
take deliveries of natural gas produced by The California Company in the 
two subject fields, to supplement its existing gas supply. 

The gas supply which will become available by the operation of Applicant’s 
proposed facilities is reasonably adequate to justify the construction of the 
proposed facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 22, 1958, respecting the matters involved in and the issues presented by 
the application and supplemental data. No appearances other than staff 
counsel were entered upon the record and no evidence offered in opposition 
to the granting of the application. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation with its principal place of business 
at Houston, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

(2) The facilities heretofore described are proposed to be used in the trans- 
portation and sale of natural gas in interstate commerce, subject to the juris- 
diction of the Commission and construction and operation thereof by Applicant 
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are subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued. 

(4) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules, and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the 
Rules of Practice and Procedure, should attach to the issuance of the certificate, 
and to the exercise of the rights granted thereunder, and that the time within 
which construction of facilities authorized by this order should be completed 
and said facilities should be placed in actual operation should be fixed at 6 
months from the date on which this order issues. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, 
not having been denied by the Commission, is granted pursuant to Section 
1.30 (c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the proposed facilities, 
as hereinbefore described, all as more fully described in the application in this 
proceeding, upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (c) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at 6 months from the 
date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE MANUFACTURERS LIGHT AND HEAT COMPANY, ET AL., 
DOCKET NO. G—14438, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
(Issued June 3, 1958) 


On February 7, 1958, The Manufacturers Light and Heat Company (Manu- 
facturers), a Pennsylvania corporation with a principal place of business in 
Pittsburgh, Pennsylvania, filed an application in Docket No. G—14438 pursuant 
to Section 7 of the Natural Gas Act for a certificate of public convenience and 
necessity authorizing the construction and operation of approximately 7.5 miles 





*Omitted portions of this order relate to the issuance of independent producer certificates. 
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of 8-inch lateral supply line to extend from a point of connection with its existing 
16-mile Clinton County transmission pipeline in Cherry Hill Township, Indiana 
County, Pennsylvania, to the Bethlehem-Cuba well in the Pine Field, Indiana 
County, and approximately 4,100 feet of 654-inch field line to extend from a point 
on said proposed 8-inch lateral to the H. George well in said Pine Field, with meter- 
ing facilities at each well (for the purpose of receiving natural gas produced 
from said wells—by Felmont Oil Corporation (Operator), (Felmont), subject 
to the jurisdiction of the Commission, as more fully set out in the application on 
file with the Commission. 

The application recites that the estimated initial cost of the facilities to be 
constructed and operated by Manufacturers will be $510,000, which will be 
financed under an arrangement with its parent company, The Columbia Gas 
System, Inc. 

* * * * * * 

The gas supply which will become available by the operation of the proposed 
facilities is reasonably adequate to justify the construction of the proposed 
facilities by Manufacturers. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 21, 1958, respecting the matters involved in and the issues presented by 
the applications. No petitions to intervene or protests in opposition to the 
granting of the applications have been received. Staff counsel moved orally 
at the hearing that the intermediate decision procedure be omitted and the 
Commission render a decision pursuant to Section 1.30 (c) (1) of the 
Commission’s Rules of Practice and Procedure. 


The Commission finds: 

(1) Manufacturers, a Pennsylvania corporation having its principal place 
of business in Pittsburgh, Pennsylvania, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission. 

(2) The facilities hereinbefore described, as more fully described in Manu- 
facturers’ application, are proposed to be used in the transportation and sale 
of natural gas in interstate commerce for resale, subject to the jurisdiction 
of the Commission, as integral parts of its existing pipeline system and the 
construction and operation thereof by Manufacturers are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

* * * * * * * 


(5) Manufacturers and Felmont are able and willing properly to do the acts 
and to perform the services proposed and to conform to the provisions of the 
Natural Gas Act, and the requirements, rules and regulations of the Commission 
thereunder. 

(6) The proposed construction and operation of the facilities by Manufac- 
turers and the proposed sale of natural gas by Felmont, together with the 
operation of any facilities subject to the jurisdiction of the Commission necessary 
therefor, are required by the public convenience and necessity, and certificates 
therefor should be issued as hereinafter ordered and conditioned. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (8), (c} (4) and (e) of Section 
157.20 of the Commission’s Rules of Practice and Procedure (18 CFR 157.20) 
should attach to the certificate hereinafter issued to Manufacturers in Docket 
No. G—14438 and to the exercise of the rights granted thereunder and that the 
time within which construction of the facilities authorized by this order shall 
be completed and in actual operation should be fixed at 6 months from the date 
on which this order issues. 
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(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure, Section 1.30 (c) of the Commission’s Rules of 
Practice and Procedure, was unopposed by any party of record, and, not having 
been denied by the Commission, is granted, pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued authorizing Manufacturers to construct and operate the facilities here- 
inbefore described, all as more fully described in its application in this pro- 
ceeding and the exhibits appended thereto, for the transportation and sale of 
natural gas as therein set forth, subject to the jurisdiction of the Commission, 


upon the terms and conditions of this order. 
* * © e * * . 


(C) The general terms and conditions set forth in paragraphs (a), (b), 
(c) (8), (c) (4) and (e) of Section 157.20 of the Commission’s Rules of Practice 
and Procedure shall attach to the issuance of the certificate granted in para- 


graph (A) hereof, and the exercise of the rights granted thereunder. 
* » * ~ * * + 


(E) The time within which the facilities of Manufacturers hereby authorized 
shall be constructed and placed in actual operation as provided by paragraph 
(b) of Section 157.20 of the Commission’s Rules of Practice and Procedure is 
hereby fixed at 6 months from the date on which this order issues. 

(F) The certificates issued to Manufacturers, and to Felmont are not trans- 
ferable and shall be effective only so long as they continue the acts or overa- 
tions hereby authorized in accordance with the provisions of the Natural Gas 


Act, and the applicable rules, regulations and orders of the Commission. 
* 7. - 7 * . * 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


ARKANSAS LOUISIANA GAS COMPANY, DOCKET NO. G-14517 
TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, DOCKET 
NO. G—14655 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 3, 1958) 


On February 19, 1958, Arkansas Louisana Gas Company (Arkansas Louisiana) 
filed in Docket No. G-14517 an application, pursuant to Section 7 (c) of the 
Natural Gas Act, for a certificate of public convenience and necessity authorizing 
tne sale and delivery of up to 40,000 Mcf of natural gas per day between April 
1 and November 30, 1958, but not over a total of 8,000,000 Mcf during this period, 
to Texas Illinois Natural Gas Pipeline Company (Texas Illinois), all as more fully 
set forth in the application. 

Delivery is to be made at the existing interconnection between the two systems 
located in Harrison County, Texas, where Arkansas Louisiana’s 16-inch Line 
F-185 crosses the 30-inch main transmission line of Texas Illinois. The subject 
gas is to come from Arkansas Louisiana’s reserves in the Willow Springs and 
Hallsville Fields in Texas. 

On March 12, 1958, Texas Illinois filed in Docket No. G—14655 its companion 
application for a certificate of public convenience and necessity authorizing the 
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operation of an existing tap connection on its main transmission line in Harrison 
County, Texas, for the purchase and receipt of natural gas from Arkansas 
Louisiana, all as more fully set forth in the application. 

It appears that “minimum take” provisions in Arkansas Louisiana’s gas pur- 
chase obligations sometimes exceed the demands on its system and the sale of 
surplus gas to Texas Illinois as it becomes available during the off-peak season 
will prevent paying for gas not actually taken. 

No new construction is involved in the instant applications and the proposed 
sale of 8,000,000 Mcf of natural gas by Arkansas Louisiana to Texas Illinois 
will not appreciably affect its overall system gas reserves. 

Temporary authorization to make the sale of natural gas as proposed in Docket 
No. G-14517 and to operate the tap connection as proposed in Docket No. G—14655 
was granted to Arkansas Louisiana and to Texas Illinois, respectively, on 
March 31, 1958. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 22, 1958, respecting the matters involved in and the issues presented by the 
applications herein. No petition to intervene or protest to the granting of the 
applications has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Arkansas Louisiana Gas Company, a Delaware corporation 
having its principal place of business in Shreveport, Louisiana, is a “natural- 
gas company” within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its order of January 26, 1943, in Docket No. G—252 (3 
F. P. C. 910). 

(2) Applicant, Texas Illinois Natural Gas Pipeline Company, a Delaware 
corporation having its principal place of business in Chicago, Illinois, is a 
“natural-gas company” within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order issued June 14, 1950, in Docket No. G—1246 
(9 F. P. C. 122). 

(3) The sale and delivery of natural gas by Arkansas Louisiana as herein- 
before described and as more fully described in the application in Docket No. 
G-14517 will be made in interstate commerce, subject to the jurisdiction of the 
Commission, and such sale is subject to the requirements of Subsections (c) and 
(e) of Section 7 of the Natural Gas Act. 

(4) The facilities of Texas Illinois hereinbefore described and as more fully 
described in the application in Docket No. G-—14655 are proposed to be used for 
transportation and sale of natural gas in interstate commerce, subject to the 
jurisdiction of the Commission, and are therefore subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(5) Applicants, Arkansas Louisiana and Texas Illinois, are able and willing 
properly to do the acts and to perform the services proposed and to conform to 
the provisions of the Natural Gas Act and the requirements, rules and regula- 
tions of the Commission thereunder. 

(6) The proposed sale and delivery of natural gas by Arkansas Louisiana to 
Texas Illinois and the proposed operation of facilities by Texas Illinois, as here- 
inbefore described, are required by the public convenience and necessity and 
certificates therefor should be issued as hereinafter ordered and conditioned. 

(7) The volume of natural gas which Arkansas Louisiana is authorized to 
sell to Texas Illinois should be limited to a maximum of 40,000 Mcf per day, 
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and not to exceed a total of 8,000,000 Mcf at 14.73 psia during the period ending 
November 30, 1958, as applied for in Docket No. G—14517, and the authorization 
to Texas Illinois for the operation of its existing tap connection should be limited 
to the same period ending November 30, 1958. 

(8) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s Regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificates hereinafter issued to Arkansas Louisiana and Texas Illinois 
and to the exercise of the rights granted thereunder. 

(9) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing the sale and delivery of natural gas by Arkansas 
Louisiana Gas Company to Texas Illinois Natural Gas Pipeline Company in 
interstate commerce for resale, as hereinbefore described, all as more fully 
described in the application and exhibits in Docket No. G—14517. 

(B) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing the operation of facilities by Texas Illinois Natural 
Gas Pipeline Company for the transportation and sale of natural gas in inter- 
state commerce as hereinbefore described, all as more fully described in the 
application and exhibits in Docket No. G—14655. 

(C) The volume of natural gas which Arkansas Louisiana is authorized to 
sell to Texas Illinois is hereby limited to a maximum of 40,000 Mcf per day, 
and not to exceed a total of 8,000,000 Mcf at 14.73 psia during the period ending 
November 30, 1958, and the authorization to Texas Illinois for the operation of 
its existing tap connection is hereby limited to the same period ending November 
30, 1958. 

(D) The general terms and conditions set forth in paragraphs (a) and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
shall attach to the certificates issued in paragraphs (A) and (B) above and to 
the exercise of the rights granted thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


CITY AND COUNTY OF DENVER, PROJECT NO. 2035 
ORDER APPROVING PROJECT EXHIBITS 
(Issued June 3, 1958) 


The City and County of Denver, licensee for major Project No. 2035, acting 
by, through and for the use of its Board of Water Commissioners, on March 24, 
1958 filed Exhibit L drawings for the Gross Dam (formerly called Reservoir 22 
Dam) to show the project as constructed. 

The project was constructed substantially as shown on Exhibit L drawings 
previously approved by the Commission as part of the license for the project. 
The only: project change of significance was the addition of a flashboard struc- 
ture constructed on top of the spillway section in order to provide additional 
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storage space in the reservoir. Flashboards will extend to a height of five feet 
above the spillway crest. According to a letter dated December 26, 1957 from 
the licensee, the flashboards will be left in place and spills will be passed over 
the top of the flashboards. 


The Commission finds: 


The following described Exhibit L drawings conform to the Commission’s 
rules and regulations and should be approved as part of the license for the 
project: 

Exhibit L—As constructed Sheet 1 (FPO No. 2035-20), entitled “Topography 
of Dam Site,” superseding Exhibit L Sheet 1 (FPC No. 2035-8) ; 

As Constructed Sheet 4 (FPC No. 2035-23), entitled “Foundation Grouting & 
Drainage,” superseding Exhibit L Sheet 6 (FPC No. 2035-13) ; 

As Constructed Sheet 5 (FPC No. 2035-24), entitled “Plan and Profile on 
Axis of Dam,” superseding Exhibit L Sheet 5 (FPC No. 2035-12) ; 

As Constructed Sheet 6 (FPC No. 2035-25), entitled “Gallery Location Plan, 
Profile and Sections” ; 

As Constructed Sheet 7 (FPC No. 2035-26), entitled “Contraction Joints, 
Keyways, and Grout Systems,” superseding Exhibit L Sheet 7 (FPC No. 
2035-14) ; 

As Constructed Sheet 8 (FPC No. 2035-27), entitled “Valve Vault and Tunnel 
Plan,” superseding Exhibit L Sheets 8 and 9 (FPC Nos. 2035-15 and 16) ; 

As Constructed Sheet 9 (FPC No. 2035-28), entitled “Plan of Power Conduit 
and Valve House,” superseding Exhibit L Sheet 10 (FPC No. 2035-17) ; 

As Constructed Sheet 11 (FPC No. 2035-30), entitled “Non-overflow and 
Spillway Section,” superseding Exhibit L Sheet 3 (FPC No. 2035-10) ; 

As Constructed Sheet 12 (FPC No. 2035-31), entitled “Cooling Pipe Layouts 
& Details” ; 

As Constructed Sheet 13 (FPC No. 2035-32), entitled “Spillway Apron and 
Spraywall” ; 

As Constructed Sheeet 14 (FPC No. 2035-33), entitled “Power Conduit Valve 
House” ; 

As Constructed Sheet 15 (FPC No. 2035-34), entitled “Power Conduit Trash 
Rack—Block F” ; 

As Constructed Sheet 16 (FPC No. 2035-35), entitled “Valve Vault and 
Appurtenances” ; 

As Constructed Sheet 17 (FPC No. 2035-36), entitled “Tunnel, Box Flume, 
Slab Bridge Reinforcing Steel” ; 

As Constructed Sheet 18 (FPC No. 2035-37), entitled “Tunnel Trash rack”; 

As Constructed Sheet 19 (FPC No. 2035-38), entitled “Details of Meehanite 
Castings” ; 

As Constructed Sheet 20 (FPC No. 2035-39), entitled “Proposed Upstream 
Shifting of Spillway Section,” superseding Exhibit L (FPC No. 2035-19); 

As Constructed Sheet 22 (FPC No. 2035-41), entitled “Flashboard Structure” ; 

As Constructed Sheet 23 (FPC No. 2085-42), entitled “Flashboard Structure.” 


The Commission orders: 


(A) The above-described Exhibit L drawings filed March 24, 1958 are approved 
as part of the license for the project, and the Exhibit L drawings described above 
as being superseded are climinated from the license for the project. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
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of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


THB MANUFACTURERS LIGHT AND HEAT COMPANY, 
DOCKET NO. G—13786 


FINDINGS AND ORDER PERMITTING ABANDONMENT OF FACILITIES 
(Issued June 4, 1958) 


The Manufacturers Light and Heat Company (Applicant), a Pennsylvania 
corporation, and a subsidiary of The Columbia Gas System, Inc., having its 
principal place of business in Pittsburgh, Pennsylvania, filed on November 21, 
1957, an application, pursuant to Section 7 (b) of the Natural Gas Act, for an 
order of the Commission permitting it to abandon certain compressor facilities 
in Fayette County, Pennsylvania, and a transmission line in Marion and Mon- 
ongalia Counties, West Virginia, subject to the jurisdiction of the Commission, 
as hereinafter described. 

Applicant proposes to abandon the following facilities: 

(1) Its 495 horsepower Rush Run Compressor Station in Luzerne Township, 
Fayette County, Pennsylvania. 

(2) Three 165 horsepower units at its Masontown Compressor Station in the 
Borough of Masontown, Fayette County, Pennsylvania. 

(3) Thirty-three and five-tenths (33.5) miles of 6-inch transmission Line 
No. 3 in Marion and Monongalia Counties, West Virginia. 

Applicant states that the Rush Run Station was installed in 1913 by a prede- 
cessor of Applicant to pump gas from nearby producing fields in Greene and 
Fayette Counties, Pennsylvania, into its main transmission system. Manu- 
facturers is not presently operating this station because the gas fields have 
declined in production to the point where it is not economical to operate the 
station for its original purpose. The remaining production in these fields is 
being used by Applicant to serve small communities in the area by direct de- 
livery from the field gathering system into the distribution systems in the 
communities. Applicant therefore proposes to scrap the equipment and struc- 
tures of the Rush Run Station and sell them for junk. 

Applicant also states that the Masontown Station was installed in 1922 to 
pump gas from local fields into the main transmission system. The local pro- 
duction has now declined to the point where only one 117 horsepower unit is 
presently required and in operation. Applicant therefore proposes to scrap and 
sell for junk the three remaining unused 165 horsepower compressor units because 
they are obsolete and are not suitable for use at any other locations. 

Line No. 3 was built in 1906 and extends from the vicinity of Porter Falls, 
Wetzel County, West Virginia, east to a connection with Line No. 138 at a point 
northeast of Morgantown on the Cheat River in Monongalia County, West Vir- 
ginia. Applicant at one time transported substantial quantities of gas through 
Line No. 3 from its transmission lines in northern West Virginia to Line No. 188 
for transportation to its eastern markets. However, due to leakage and the 
hazardous condition of the pipe, it is no longer safe or economical to use Line 
No. 3 for this purpose. Instead, Line No. 138 is fed from the west by Line 
No. 148, running southeast from Waynesburg Compressor Station in Pennsyl- 
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vania. Except for a small portion used to carry gas west from Hundred Field 
to Porter Falls, Line No. 3, from Hundred Field east to the Cheat River, is now 
useful only for the distribution of gas to some 68 rural customers. Sixteen of 
these customers live in the vicinity of Morgantown, West Virginia, and Manufac- 
turers proposes to sell 1.2 miles of Line No. 3 in this area to Hope Natural Gas 
Company, which serves this area at retail and will continue service to these 16 
customers. The 1.2 miles of line would then be used only as a distribution facility. 
Applicant further proposes to abandon in place 3 miles of Line No. 3 near Morgan- 
town, and abandon for transmission purposes the remainder of the line east of 
Hundred Field. However, the line would be kept in service only for distribution 
purposes to the remaining 52 consumers until other arrangements can be made for 
serving them. Pressure would be lowered to approximately 11 psig at the 
Hundred Field connection, and to 30 psig at the connection with Line No. 138. 
No customers will be deprived of service by reason of the proposed abandonment. 

Applicant estimates a salvage value of $6,000 resulting from the proposed aban- 
donment of the compressors, and $7,000 as the cost of retiring these facilities. 
Credit to fixed capital is estimated at $193,487. The transfer of 1.2 miles of Line 
8 to Hope Natural would be for the sum of one dollar. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
May 14, 1958, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the appli- 
cation has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) The Manufacturers Light and Heat Company, Applicant, a Pennsylvania 
corporation and a subsidiary of The Columbia Gas System, Inc., having its prin- 
cipal place of business in Pittsburgh, Pennsylvania, is a “natural-gas company” 
within the meaning of the Natural Gas Act as heretofore found by the Commis- 
sion in its order of December 29, 1944, in Docket Nos. G—593, G-386, G-390, G-392, 
G-508, G-510, G-496 (4 FPC 821). 

(2) The facilities proposed to be abandoned as hereinbefore described, are 
used in the transportation and sale of natural gas in interstate commerce sub- 
ject to the jurisdiction of the Commission and such abandonment is subject to 
the requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(3)The proposed abandonment of the facilities for the purposes requested are 
required by the public convenience and necessity, and permission and authoriza- 
tion therefor should be granted as hereinafter ordered. 

(4) Staff counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30 (c) (1) of 
the Commission’s Rules of Practice and Procedure having been satisfied, sufficient 
cause exists for the Commission forthwith to render its final decision in the in- 
stant proceeding. 


The Commission orders: 


(A) Permission for and approval of the abandonment by Applicant of the 
facilities hereinbefore described, all as more fully described in the application in 
this proceeding, be and the same is hereby granted. 

(B) Applicant shall advise the Commission of the date of the abandonment 
within 10 days of the date thereof. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


DELAWARE POWER AND LIGHT COMPANY, 
DOCKET NO. G—14538 


FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT 
(Issued June 4, 1958) 


On February 20, 1958, Delaware Power and Light Company (Applicant) filed 
in Docket No. G—14538 an application pursuant to Section 7 (b) of the Natural 
Gas Act for permission to abandon certain facilities currently being utilized to 
sell natural gas to Elkton Gas Company for resale in the town of Elkton, Mary- 
land, and to discontinue the service rendered through said facilities, all as 
more fully set forth in the application. 

The facilities sought to be abandoned consist of approximately 330 feet of 
4-inch pipeline and a brick metering station with appurtenant equipment located 
in Delaware adjacent to the Maryland state line, used for the sale of natural 
gas to Elkton Gas Company. 

Service is sought to be discontinued following the commencement of service 
to said Elkton Gas Company by Eastern Shore Natural Gas Company as author- 
ized by Commission order issued November 29, 1957, in Docket No. G—12200. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 21, 1958, respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Delaware Power and Light Company, a Delaware corporation 
having its principal place of business in Wilmington, Delaware, is engaged in 
the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption, subject to the jurisdiction of the Commission, 
and is therefore a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order issued June 1, 
1948, in Docket No. G—1032 (7 F. P. C. 673). 

(2) The facilities and service to be abandoned, as hereinbefore described, 
are subject to the jurisdiction of the Commission and abandonment of same 
by Applicant is subject to the requirements of Subsection (b) of Section 7 of 
the Natural Gas Act. 

(3) Such abandonment by Applicant, as hereinbefore described, is permitted 
by the public convenience and necessity and an order authorizing and approving 
same should be issued as hereinafter ordered, to become effective upon the 
commencement of service to Elkton Gas Company by Hastern Shore Natural 
Gas Company. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(ec) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) Permission for and approval of the abandonment by Delaware Power 
and Light Company of the facilities and service hereinbefore described, all 
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as more fully described in the application in this proceeding, be and the same 
is hereby granted, to become effective upon the commencement of service to 
Elkton Gas Company by Hastern Shore Natural Gas Company. 

(B) Applicant shall advise the Commission of the date of such abandonment 
within 10 days of the date thereof. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G—14572 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued June 4, 1958) 


On February 25, 1958, Northern Natural Gas Company (Applicant) filed in 
Docket No. G—14572 an application pursuant to Section 7 (c) of the Natural 
Gas Act for a certificate of public convenience and necessity authorizing 
Applicant to provide direct emergency interruptible natural gas service to St. 
Paul Ammonia Products, Incorporated, for a period ending June 1, 1958, all 
as more fully set forth in the application. 

No additional facilities will be required as deliveries will be made through 
existing certificated facilities. Applicant proposes to deliver up to 2 maximum 
of 6,000 Mcf per day during the emergency period. 

Since the proposed deliveries will be short term and interruptible, there will 
be no adverse effect on Applicant’s existing firm customers. 

Temporary authorization to make the proposed temporary deliveries was 
granted to Applicant in Docket No. G—14572 on March 17, 1958. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 21, 1958, respecting the matters involved in and the issues presented by 
the application herein. No petition to intervene or protest to the granting of 
the application has been received. Staff counsel moved orally at the hearing 
that the intermediate decision procedure be omitted and that the Commission 
render a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s 
Rules of Practice and Procedure. 


The Commission finds: 


(1) Applicant, Northern Natural Gas Company, a Delaware corporation having 
its principal place of business in Omaha, Nebraska, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in its order of April 6, 1943, in Docket No. G-280 (3 FPC 967). 

(2) The transportation of natural gas as hereinbefore described and as more 
fully described in the application herein will be made in interstate commerce, 
subject to the jurisdiction of the Commission, and is subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The transportation of natural gas by Applicant as proposed herein is 
required by the public convenience and necessity and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) The volume of natural gas to be delivered to St. Paul Ammonia Products, 
Incorporated, should be limited to a maximum of 6,000 Mcf per day and the 
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period of such service should be limited to a termination date of June 1, 1958, 
as requested by Applicant. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.30 (c) 
(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued upon the terms and conditions of this order, authorizing the delivery 
by Northern Natural Gas Company of natural gas in interstate commerce as 
hereinbefore described and as more fully described in the application and 
exhibits in this proceeding. 

(B) The volume of natural gas to be delivered by Applicant to St. Paul 
Ammonia Products, Incorporated, as authorized in paragraph (A) above hereby 
is limited to a maximum of 6,000 Mcf per day, and the period of such service 
hereby is limited to a termination date of June 1, 1958. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


NORTHERN NATURAL GAS COMPANY, DOCKET NO. G-—14738 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued June 4, 1958) 


Northern Natural Gas Company (Applicant), a Delaware corporation with 
its principal place of business in Omaha, Nebraska, filed an application on 
March 21, 1958, for a certificate of public convenience and necessity authorizing 
the construction and operation of a tap and metering facilities on Applicant’s 
8-inch pipeline in Freeborn County, Minnesota. These facilities will enable 
Applicant to render firm natural gas service for cooking and water heating and 
interruptible service for heating requirements to a newly constructed school 
of the Joint Independent Consolidated School District No. 27 of Mower and 
Freeborn Counties, Minnesota. 

Firm requirements are estimated not to exceed 1.25 Mcf per day and will be 
provided from the existing firm volumes available to the Peoples Division of 
Northern Natural. Applicant estimates the peak day deliveries for space 
heating use at 100 Mcf and annual deliveries at 8,016 Mcf for this purpose. The 
school has dual fuel burning space heating equipment and will use oil for 
standby fuel. 

The cost of the proposed facilities is estimated to be $3,200 to be financed 
from funds on hand, and to be partly defrayed by a $1,500 grant in aid of 
construction from the school district. 

The proposed deliveries will not appreciably affect the life of Applicant’s 
system gas reserves nor its ability to continue service to existing customers. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
May 22, 1958, respecting the matters involved in and the issues presented by 
the application. No petitions to intervene or protests to the granting of the 
application have been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
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decision pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicant, Northern Natural Gas Company, a Delaware corporation hay- 
ing its principal place of business in Omaha, Nebraska, is a “natural gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in Docket No. G—280, 3 F. P. C. 967. 

(2) The facilities hereinbefore described, as more fully described in the 
application herein, are to be used in the transportation of natural gas in inter- 
state commerce as an integral part of Applicant’s existing pipeline system and 
the construction and operation thereof by Applicant are subject to the require- 
ments of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities as proposed by Applicant 
are required by the public convenience and necessity and a certificate therefor 
should be issued. 

(4) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder. 

(5) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.380 (c) of the Commission 
Rules of Practice and Procedure (18 CFR 1.30) was unopposed by any party 
of record, and not having been denied by the Commission, is granted pursuant 
to Section 1.30 (c) (1) of said rules. 

The Commission orders: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued authorizing Northern Natural Gas Company to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application in this proceeding, upon the terms and conditions of this order for 
the delivery of natural gas as hereinbefore described to the Joint Independent 
School District No. 27 of Mower and Freeborn Counties, Minnesota. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (ec) (4) and (e) of section 157.20 of the Commission’s Regulations Under 
the Natural Gas Act shall attach to the issuance of the certificate granted in 
paragraph (A) hereof, and to the exercise of the privileges granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in operation, as provided in paragraph (b) of Section 157.20 
of the Commission’s Regulations Under the Natural Gas Act is hereby fixed at 
six months from the date on which this order is issued. 


3efore Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and William R. Connole. 


CITY OF KETCHIKAN, ALASKA, PROJECT NO. 420 
ORDER ISSUING AMENDMENT OF LICENSE (MAJOR) 
(Issued June 4, 1958) 


Application was filed May 2, 1957 and supplemented August 16, 1957 by City 
of Ketchikan, Territory of Alaska, licensee for major Project No. 420, for 
amendment of its license for the project situated on Ketchikan Lake, Ketchikan 
Creek, Granite Basin Creek and Fawn Lake, on Revillagigedo Island, Territory 
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of Alaska, in the vicinity of Ketchikan and affecting lands of the United States 
partly within and partly without the Tongass National Forest. 

The application for amendment requests authorization to make the following 
proposed changes to the project. 

(1) Construction of a rock-fill dam approximately 1063 feet long of varying 
height up to 30 feet with crest width of 12 feet at elevation 355 feet together with 
a concrete gate-controlled spillway at the outlet of Ketchikan Lake to replace the 
three existing dams at the site; 

(2) Construction of a new diversion dam on Granite Basin Creek to replace 
the existing dam; 

(3) Construction of a rock-fill dam approximately 385 feet long of varying 
height and crest width of 12 feet at elevation 352 feet at outlet of Fawn Lake, 
a dike at the north end of the lake and a new tunnel intake structure to replace 
existing structures; 

(4) Construction of an access road from the existing powerhouse as Ketchikan 
to the dam site on Ketchikan Lake; and 

(5) Replacement of two existing 500 kilowatt 2-phase generators with a 
2500 horsepower turbine connected to a 1750 kva 3-phase generator together with 
the required appurtenant equipment, the replacement of existing wood stave 
penstock for this unit with a 36-inch steel penstock and the reconstruction of 
the tailrace for existing unit No. 3. 

According to the application for amendment, the changes are necessary, because 
the existing log-crib, rockfill dam at Ketchikan Lake shows definite signs of 
settlement and possible slippage, and a failure of this dam would eliminate the 
use of the Ketchikan Lake power plant, cut off sources of domestic water supply 
and possibly cause loss of life and property. 

The Assistant Chief of Civil Works, Office of the Chief of Engineers, Depart- 
ment of the Army, in reporting on the application, stated that Applicant’s proposal 
would have no effect on the interest of navigation or flood control and made no 
objection to the proposed amendment. 

An Assistant Secretary of the Interior, in reporting on the application, stated 
that the Fish and Wildlife Service requests that a minimum flow of 35 cubic feet 
per second of water be maintained in Ketchikan Creek below the powerhouse to 
insure the maintaining of the existing sports fishery in that reach as hereinafter 
provided. 

An Assistant Secretary of Agriculture, in reporting on the application, stated 
that the Forest Service finds that the proposed amendment, if issued, will not 
interfere or be inconsistent with the purposes for which the Tongass National 
Forest was created, provided the terms and conditions of the existing license 
are supplemented by certain additional conditions, and provided that Article 9 
of the existing license be deleted therefrom and be substituted by another 
article—all as hereinafter provided. 

The Director, Alaska Department of Fish and Game, in reporting on the appli- 
cation, stated that his Department had no objection to the proposed amendment, 
because the authorized work would have no effect on the fish and game in the 
area. However, due to the population of salmon, steelhead and trout utilizing 
Ketchikan Creek below the powerhouse, the Director stated that a minimum flow 
of 45 c. f. s. of water should be maintained in Ketchikan Creek, below the power- 
house, at all times. 

Inasmuch as the annual administrative charge specified in the license is im- 
posed under the provisions of Section 3 of the Commission’s Regulation 14, no 
useful purpose is served by specifying in the license for the project the authorized 
installed horsepower capacity. Accordingly, subparagraph E of Article 2 of the 
license should be eliminated therefrom. 
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The Commission finds: 


(1) The license, further amended as hereinafter provided, will not interfere 
or be inconsistent with the purposes for which the Tongass National Forest was 
created or acquired, and will not alter any of the basic facts upon which the 
license was issued. 

(2) Public notice of the filing of the application has been given. No protests 
were filed. 

(3) The decreased amount of annual charges to be paid under the license 
(based on the ratio of total project lands (441.17 acres) to Government lands 
(426.54 acres)) for the use, occupancy, and enjoyment of lands of the United 
States occupied by the project is reasonable. 

(4) The following described exhibits filed as part of the application for amend- 
ment conform to the Commission’s rules and regulations and should be approved 
as part of the license for the project : 

Echibit J (FPC No. 420-17) a general map in one sheet which shows the loca- 
tion of revised project works in relation to the City of Ketchikan and surrounding 
area; 

Erhibit K (FPC No. 420-18) showing project boundary location of project 
works and surveys including the new access roads ; 

Exhibit L sheets 3 through 6 (FPC No. 420-19 through -22) showing details 
of proposed redeveloped project works ; and 

Exhibit M—supplement A, Ketchikan Hydro Project, comprising one typewrit- 
ten sheet, describing the proposed generating units, filed in the Commission 
August 16, 1957. 

(5) Exhibit J Sheet 1 (FPC No. 420-1), Exhibit K Sheet 1 (FPC No. 420-2), 
Exhibit K (FPC No. 420-14), Exhibit L (FPC No. 420-16), now part of the li- 
cense and which are superseded, should be eliminated from the license, and 
Exhibit M sheets 3 and 4, now part of the license, should be eliminated therefrom 
to the extent that it conflicts with Exhibit M—Supplement A filed as part of the 
application for amendment. 


The Commission orders: 


(A) The exhibits described in finding (4) above as conforming to the Com- 
mission’s rules and regulations are approved as part of the license as further 
amended, and the exhibits described in finding (5) above as being superseded in 
whole or in part are eliminated from the license to the extent therein indicated. 

(B) The license issued to City of Ketchikan, Alaska, as amended, is further 
amended, effective as of May 1, 1958, as follows: 

PARAGRAPH I. Article 2 of the license is amended to read as follows: 

Article 2. The project covered by and subject to this license is located on 
Ketchikan Creek, Ketchikan Lake and Upper Ketchikan Lake, Fawn Lake, 
Granite Basin Creek and Deer Creek and consists of: 

A. All lands constituting the project area and inclosed, or the location of which 
is shown, by the project boundary, and/or interests in such lands necessary or 
useful for the purposes of the project, whether such lands or interests therein 
are owned or held by the Licensee or by the United States; such project area 
and boundary being more fully shown and described by certain exhibits which 
formed part of the application for license and which are designated and described 
as follows: 

Evrhibit C: Field notes of final location survey of project boundaries, re- 
ceived in the office of the Federal Power Commission February 8, 1927, and 
June 3, 1927. 
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Erhibit J: Sheet No. 1 (FPC No. 420-17), a general map showing project 
works and location, filed by City of Ketchikan August 16, 1957, and signed by 
Bertha McKay, City Clerk, January 15, 1957. 

Erhibit K: Two Sheets (FPC Nos. 420-3 and -18). FPC No. 420-3, a 
detail map entitled “Water Power Development Present and Proposed, Citizens 
Light, Power & Water Company, Ketchikan Creek and Lakes, Alaska,” signed 
by J. C. Barber, President, and received in the office of the Federal Power Com- 
mission January 31, 1927, and FPC No. 420-18, a detail map showing project 
boundaries at dam site, flumes, tramway, tunnels and access roads, signed by 

sertha McKay, City Clerk, and received in the office of the Federal Power 
Commission August 16, 1957. 

B. All water rights, reference to which is made in a certain exhibit which 
accompanied said application for license, and which is designated and described 
as follows: 

Ecvhibit E: Statement of the nature, extent and ownership of water rights 
and land necessary for development and operation of the project, received in 
the office of the Federal Power Commission, February 8, 1927. 

C. All project works consisting of: 

A dam creating a storage reservoir in Ketchikan and Upper Ketchikan Lakes, 
a pipe line and tunnel conveying water therefrom to Fawn Lake, on which 
storage is created by a second dam, diversion dams and conduits for diverting 
water from Granite Basin Creek and Deer Creek to Fawn Lake, a conduit mostly 
of tunnel, conveying water from Fawn Lake to the powerhouse, a reinforced 
concrete powerhouse, a tramway extending from the powerhouse to the dam 
at the outlet of Ketchikan Lake and access roads to Fawn Lake and Granite 
Basin Creek ; the location, nature and character of which project works are more 
specifically shown and described by the exhibits hereinbefore cited and by certain 
other exhibits which also formed part of the application for license and the 
applications for amendments thereof and which are designated and described 
as follows: 

Echibit L: Sheets 3 thru 6 (FPC Nos. 420-19 thru —22), drawings filed August 
16, 1957, by City of Ketchikan, Alaska, for amendment of license and signed by 
Bertha McKay, City Clerk, showing details of the proposed redeveloped project 
works. 

Echibit M: A manuscript in 4 sheets, Description of Machinery and Equip- 
ment, Sheets 1 and 2 received in the office of the Federal Power Commission 
February 8, 1927; Sheets 3 and 4, supplementing and superseding in part sheets 
1 and 2 and received in the office of the Commission September 23, 1947, and 
Supplement A, supplementing Sheets 1 through 4 and received in the office of 
the Commission August 16, 1957. 

Exhibit N: Inventory and historical original cost of project as of August 1, 
1926, received in the office of the Federal Power Commission September 27, 1927. 

D. All other structures, fixtures, equipment of facilities used or useful in 
the maintenance and operation of the project, whether owned by the Licensee 
or by the United States and located on the project area, including such portable 
property as may be used and useful in connection with the project or any part 
thereof, whether located on or off the project area, if and to the extent that the 
inclusion of such property as a part of the project is approved or acquiesced in 
by the Commission; also, all rights, lands, or interest in lands the use and 
occupancy of which are necessary or appropriate in the maintenance and 
operation of the project. 
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PARAGRAPH II. The following additional articles are included in the 
license : 

Article 24. The project, including its operation and maintenance and any work 
incident to additions or alterations, whether or not conducted upon lands of the 
United States, shall be subject to the inspection and supervision of the Regional 
Engineer, Federal Power Commission, in the region wherein the project is 
located, or of such other officer or agent as the Commission may designate, who 
shall be the authorized representative of the Commission for such purposes. 
The Licensee shall furnish to said representative such information as he may 
require concerning the operation and maintenance of the project, and of any 
alteration thereof, and shall notify him of the date upon which work with respect 
to any alteration will begin, and as far in advance thereof as said representative 
may reasonably specify, and shall notify him promptly in writing of any sus- 
pension of work for a period of more than one week, and of its resumption and 
completion. The Licensee shall allow him and other officers or employees of 
the United States, showing proper credentials, free and unrestricted access to, 
through, and across the project lands and project works in the performance 
of their official duties. 

Article 25. In the maintenance or alteration of the project, the location and 
standards of roads and trails, and other land uses including the location and 
condition of quarries, borrow pits, spoil disposal areas, and sanitary facilities 
shall be subject to the approval of the department or agency of the United States 
having supervision over the lands involved. 

Article 26. The Licensee shall make provision, or shall bear the reasonable 
cost, as determined by the agency of the United States affected, of making pro- 
vision for avoiding inductive interference between any project transmission 
line or other project facility constructed, operated, or maintained under the 
license, and any radio installation, telephone line, or other communication 
facility installed or constructed before or after construction of such project 
transmission line or other project facility and owned, operated, or used by 
such agency of the United States in administering the lands under its jurisdic- 
tion. None of the provisions of this article is intended to relieve the Licensee 
from any responsibility or requirement which may be imposed by other lawful 
authority for avoiding or eliminating inductive interference. 

Article 27. Timber on lands of the United States cut, used, or destroyed in 
the construction and maintenance of the project works or in the clearing of 
said lands shall be paid for in accordance with the requirements of and at the 
current stumpage rates applicable to the sale of similar timber by the agency 
of the United States having jurisdiction over said lands; and all slash and 
debris resulting from the cutting or destruction of such timber shall be dis- 
posed of as the officer of such agency may direct. 

Article 28. The Licensee shall comply with the following clearing requirements: 

1. The margins of Fawn Lake shall be cleared between elevation 305, present 
low water pool, and elevation 355. 

2. The margins of Ketchikan Lake reservoir shall be cleared between elevation 
310, present low water pool, and elevation 355 within an area bounded by the 
dam, lake shore, and a line connecting a point on the east shore approximately 
550 feet from the axis of the dam, and a point on the west shore approximately 
400 feet from the axis of the dam. A securely anchored boom of float logs 
chained together approximately 950 feet in length shall be placed across the res- 
ervoir connecting the two points of clearing limit to intercept all floating debris. 

3. Reservoir drift which may accumulate due to remaining dead standing 
timber in Fawn Lake, and in the boom protected area of Ketchikan Lake shall 
be removed and disposed of annually. 
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4. All trees along those margins of reservoirs to be cleared in accordance 
with special conditions 1 and 2 above, which may die during operations of the 
project, shall be removed. The clearing of the lands shall be done with due 
diligence and to the satisfaction of the authorized representative of the 
Commission. 

Article 29. The Licensee shall, during project development and operation, 
maintain a minimum flow of not less than 35 cubic feet per second at all time 
in Ketchikan Creek below the powerhouse to sustain the existing downstream 
fishery resources. 

PARAGRAPH IIT. Article 9 of the license is eliminated from the license. 

PARAGRAPH IV. This further amendment of the license in the manner 
set out above shall not operate to alter or amend the license in any other 
respect, and shall not in any way constitute a waiver of any other part, 
provision, or condition of the license. 

(C) This order shall become final within thirty (30) days from the date of its 
issuance unless application for rehearing shall be filed as provided in Section 313 
(a) of the Federal Power Act, and failure to file such an application shall consti- 
tute acceptance of this amendment of license. In acknowledgment of the ac- 
ceptance of this amendment of license, this instrument shall be signed for the 
Licensee and returned to the Commission within sixty (60) days from the date 
of issuance of this order. 


AMENDMENT TO PART 11 OF SUBCHAPTER B OF THE REGULATIONS 
RELATING TO ANNUAL CHARGES PRESCRIBED FOR LICENSEES 
UNDER THE PROVISIONS OF THE FEDERAL POWER ACT, DOCKET 
NO. R-129 

Order No. 205 


AMENDING SECTION 11.20 OF REGULATIONS UNDER THE FEDERAL POWER ACT 
(Issued June 6, 1958) * 


Syllabus 


Commission amends its Regulations under the Federal Power Act with respect to 
the method of determining annual charges prescribed for State and municipal 
licensees. P. 908. 


C. Emerson Duncan, II, for The American Public Power Association. 

R. M. Jefferies and W. D. Simpson for South Carolina Public Service Authority. 

Ira L. Cottom and A. C. Van Soelen for City of Seattle, Department of Light- 
ing, and Department of Lighting of the City of Tacoma, Tacoma, Washington. 

R. O. Canaday for the Central Nebraska Public Power and Irrigation District, 
Loup River Public Power District, and Platte Valley Public Power and Irriga- 
tion District. 

Charles M. Goetz and Thomas F. Moore, Jr., for The Power Authority, 
State of New York. 

L. Keith Smith for Grand River Dam Authority. 

Willard W. Gatchell, John C. Mason, and Joseph E. Hayden for the staff of the 
Federal Power Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


*Initial decision appears on p. 909. 
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The Commission has under consideration in this proceeding the amendment 
of its regulations under the Federal Power Act with respect to annual charges 
prescribed for State and municipal licensees for the purpose of reimbursing the 
United States for the costs of the administration of Part I of the Act. 

The purpose of the amendments herein adopted is to base the assessment of 
such annual charges upon the actual costs of administering Part I of the Act. 

General public notice of the proposed rulemaking was given by publication in 
the Federal Register on November 25, 1953 (18 F. R. 7826). In response to the 
notice, comments and views were received from several interested parties and 
the matter was subsequently set down for hearing before one of the Commission’s 
presiding examiners who, following the conclusion of the hearing and the submis- 
sion of briefs, issued his decision on May 6, 1958. No exceptions to that decision 
have been filed. The Commission, upon consideration of the entire record in 
this proceeding, is in complete agreement with the conclusions of the presiding 
examiner including his order which would amend section 11.20 of the Regula- 
tions ; and therefore finds: 

(1) The amendments herein adopted are necessary and appropriate in order 
to carry out the provisions of the Federal Power Act. 

(2) The Commission’s Orders No. 172, issued April 28, 1954, and No. 172-A, 
issued January 31, 1957, 17 F. P. C. 117, (as more fully described in the presiding 
examiner’s decision) should, with respect to future applicability and effect, be 
terminated and recinded. 

The Commission, acting pursuant to the provisions of the Administrative Pro- 
cedure Act and the authority granted by the Federal Power Act, particularly 
sections 10 (e) and 309 thereof (16 U. S. C. 803 (e), 825h) orders: 

(A) The decision of the presiding examiner issued herein on May 6, 1958, 
is hereby adopted. 

(B) Part 11, entitled “Annual Charges,” of Subchapter B, Regulations under 
the Federal Power Act, Chapter I of Title 18, Code of Federal Regulations, is 
amended by amending section 11.20 to read as follows: 

Reasonable annual charges will be assessed by the Commission against indi- 
vidual licensees for reimbursing the United States for the costs of administra- 
tion of Part I of the Federal Power Act as follows unless otherwise specifically 
provided in the license: 

(a) For licensees, other than State or municipal, of projects of more than 100 
horsepower of installed capacity : 

(1) A charge of one cent per horsepower of the horsepower capacity authorized 
to be installed by the license ; and 

(2) A charge of 2% cents per thousand kilowatt-hours of power generated by 
each project during the calendar year for which the charge is made. 

(3) To enable the Commission to determine such charges annually, each such 
licensee shall file with the Commission, on or before February 1 of each year, a 
statement under oath showing the gross amount of power generated (or pro- 
duced by non-electrical equipment) by the project during the preceding calendar 
year, expressed in kilowatt-hours. 

(b) For State or municipal licensees of projects of more than 100 horsepower 
of installed capacity: 

(1) A determination shall be made for each fiscal year of the cost of adminis- 
tration under Part I of the Federal Power Act chargeable to such licensees 
from which shall be deducted the total amount assessed against State and 
municipal licensees holding minor and minor-part licenses. 

(2) For each calendar year such total actual cost of administration as de- 
termined under (b) (1) above shall be assessed against each such licensee in 
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the proportion that the authorized horsepower installed capacity of each such 
project bears to the total such capacity under all such outstanding licenses. 

(3) After such assessment each calendar year, exemption will be granted such 
licensees to the extent, if any, to which they may be entitled under section 10 
(e) of the Act provided the data is submitted as requested in paragraphs (4) 
and (5) of this subsection. 

(4) To enable the Commission to compute on the bill for annual charges 
the exemption to which such licensee is entitled because of the use of power 
by the licensee for State or municipal purposes, each such licensee shall file 
with the Commission, on or before February 1 of each year, a statement under 
oath showing the following information with respect to the power generated 
by the project and the disposition thereof during the preceding calendar year, 
expressed in kilowatt-hours: 

(i) Gross amount of power generated by the project. 

(ii) Amount of power used for station purposes and lost in transmission, ete. 

(iii) Net amount of power available for sale or use by licensee, classified as 
follows: 

(a) Used by licensee, 

(b) Sold by licensee. 

(5) When the power from a licensed project owned by a State or municipality 
enters into its electric system, making it impracticable to meet the requirements 
of paragraph (4) of this subsection with respect to the disposition of project 
power, such licensee may, in lieu thereof, furnish similar information with 
respect to the disposition of the available power of the entire electric system 
of the licensee. 

(6) All licenses held by State or municipal licensees of projects of more than 
100 horsepower of installed capacity and which specifically provide for assess- 
ment of administrative annual charges in a manner other than is provided by 
paragraphs (1) through (5) above may be amended to provide for assessment 
of such annual charges pursuant to paragraphs (1) through (5) herein: 

(i) By the filing by such a licensee within 60 days from the date of the order 
prescribing this amendment to section 11.20 of an acceptance of the provisions 
and conditions of said paragraphs (1) through (5), such amendment to be 
effective as of January 1, 1957; or 

(ii) By the filing by such licensee of an application for amendment of license 
pursuant to section 6 of the Federal Power Act. 

(c) For projects of 100 horsepower or less of installed capacity the charge shall 
be $5 per annum, subject to the provisions of section 11.23. 

(d) For projects involving transmission lines only the administration charge 
shall be a minimum of $5 per annum. 

(e) For projects not covered by the above subsections, reasonable annual 
charges will be fixed by the Commission after consideration of the facts in each 
ease. 

(C) The amendment herein prescribed is effective on and after January 1, 1957. 

(D) Orders No. 172 issued April 28, 1954, and No. 172—-A issued January 31, 
1957, are terminated and rescinded with respect to future applicability and effect. 


DECISION 
UPON A PROCEEDING PURSUANT TO THE COMMISSION’S RULE MAKING AUTHORITY 
(Issued May 6, 1958) 


Mars, Presiding Examiner: Pursuant to Public Law 278, approved August 15, 
1953, the Commission by its Order No. 172 issued April 28, 1954, amended Part 
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11 of Subchapter B of its regulations under the Federal Power Act by the addi- 
tion of Section 11.28 thereunder so as to entitle a state or municipal licensee to 
a reduction in the amount of annual charges fixed under a license theretofore 
or thereafter issued for a major project to the extent of 30 percent of the net 
amount of the charges assessed for the purpose of reimbursing the United States 
for the cost of administration of Part 1 of the Federal Power Act as reduced by 
any exemption granted pursuant to Section 10 (e) of the Federal Power Act. 
The amendment was made retroactively effective from and after January 1, 1954. 

In its Order No. 172, the Commission referred to a certain analysis of the activ- 
ities of the Commission under Part 1 of the Act and of the administrative costs 
related to such activities performed by members of the Staff, but which had not 
been made available to the other parties to the proceeding, and no opportunity 
had been afforded such parties for cross examination with respect thereto, or for 
the offering of evidence in rebuttal thereof. 

Thereafter South Carolina Public Service Authority filed an application for 
a rehearing on Order No. 172, and on August 30, 1954, the Commission issued 
an order granting the rehearing requested, but without fixing a date for such 
rehearing. On May 16, 1955, the Secretary of the Commission issued a Notice 
scheduling the matter for hearing on July 19, 1955. Subsequently motions were 
filed from time to time requesting continuances of the hearing, which such 
requests were granted. Requests, too, were made from time to time for pre- 
hearing conferences all of which requests were granted. At one of such confer- 
ences held on December 4, 1956, it was tentatively agreed that the parties and 
participants should make recommendations to the Commission with respect to 
the allocation and billing of annual charges for the calendar years 1953, 1954, 
1955 and 1956. Thereafter stipulations were entered into, confirmed of record 
in a session of the hearing held on January 14, 1957 as follows: 

(1) It is agreed that the representatives of the licensees which are parties to 
this proceeding and the Commission’s Staff recommend that the Commission 
reduce the annual charges to all state and municipal licensees by 65 percent of the 
annual charges assessed under such licenses for reimbursing the United States 
for the costs of administration of Part 1 of the Federal Power Act for calendar 
years 1953, 1954, 1955 and 1956, without prejudice to the position to be taken 
thereafter by any of the parties or by the Staff in the future; 

(2) It is agreed that it is also recommended that the present proceeding 
be continued, including the hearing ordered by the Commission, for the purpose 
of fixing the annual administrative charges to be paid by state and municipal 
licensees for the calendar years subsequent to the calendar year 1956; 

By Order No. 172—A issued on January 31, 1957, 17 F. P. C. 117, the Commission 
adopted the recommendations above set out and ordered that 

(A) The annual charges specified in the major licenses issued to all states 
and municipalities for reimbursing the United States for the costs of adminis- 
tration of Part 1 of the Federal Power Act for the calendar years 1953, 1954, 
1955 and 1956 are reduced by 65 percent, without prejudice to the position to 
be taken hereafter by any of the parties to this proceeding or by the Staff. 

(B) This proceeding shall continue including the hearing in progress pursu- 
ant to our order issued August 30, 1954, for the purpose of fixing the annual 
administrative charges to be paid by state and municipal licensees for the 
calendar years subsequent to the calendar years 1956. 

After further continuances and conferences the matter came on for hearing 
on December 10, 1957. Counsel for the Commission then proposed as an alterna- 
tive to the portions of Part 11 of Subchapter B of the Commission’s Regulations 
here in controversy that first, there be determined for each fiscal year the cost 
of administration under Part 1 of the Federal Power Act chargeable to state 
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and municipal licensees; second, for each calendar year there be assessed such 
total actual cost of administration against each state and municipal licensee 
(except transmission line minor part and minor project licensees) in the pro- 
portion that the authorized horsepower installed capacity each project bears 
to the total capacity under all outstanding state and municipal licenses, and 
third, after such assessment each year there be applied any exemption granted 
individual state and municipal licensees by Section 10 (e) of the Federal 
Power Act and the Commission’s Rules and Regulations thereunder. 

Counsel for American Public Power Association, the Cities of Seattle and 
Tacoma, the Power Authority of the State of New York, the Central Nebraska 
Public Power and Irrigation District, the Loup River Public Power District, and 
the Platte Valley Public Power and Irrigation District, stated that the Staff’s 
proposal was acceptable to them. Counsel for South Carolina Public Service 
Commission indicated that he did not consider the Staff's proposals a firm 
offer and expressed a desire that the hearing proceed. Thereupon all parties 
were afforded an opportunity to present evidence, and evidence was presented 
by the Staff of this Commission and by South Carolina Public Service Authority. 

The evidence presented by the Staff was designed to show that to maintain 
records which would purport to reflect the actual cost of administering the 
Act with respect to each project would be impracticable and would result in 
unduly voluminous records and the expenditure of undue amounts of time 
and effort having regard for the benefits to be derived therefrom. The South 
Carolina Public Service Authority offered the testimony of its Chief Fiscal 
Officer who expressed the opinion that such records could be maintained and, 
although at an additional cost, at a relatively small increase. He thought such 
a course possible but was unable to say that it would be practicable in the 
sense that the cost of maintenance of such records would not outweigh their 
value. 

Thereafter all participants were afforded an opportunity to file briefs and 
briefs were filed by American Public Power Association, Central Nebraska 
Public Power and Irrigation District, City of Seattle, City of Tacoma, Loup 
River Public Power District and Platte Valley Public Power and Irrigation 
District, Grand River Dam Authority, South Carolina Public Service Authority 
and the Staff of the Commission. 

In his Memorandum Brief, Staff counsel included recommended findings and 
a proposed order designed to amend Part 11 of Subchapter B to reflect the 
proposal made on December 10, 1957, above referred to. In their reply briefs, 
American Public Power Association, Central Nebraska Public Power and Irri- 
gation District, City of Seattle, Loup River Public Power District and Platte 
Valley Public Power and Irrigation District, Grand River Dam Authority, and 
the City of Tacoma, respectively, concurred in the recommendation contained 
in the Staff’s memorandum brief and proposed order above referred to. 

South Carolina Public Service Authority in its brief concedes that the Staff’s 
proposed rule is a substantial improvement over the past methods of assess- 
ment of annual charges although continuing to insist that it is not as just, 
equitable or preferential as the assessment of charges against each project on 
the basis of the “actual cost of service incurred by the Commission with respect 
to the project.” 

The Authority further concedes that the plan recommended by the Staff 
substantially meets its objection that operated projects are required to pay 
costs applicable to projects under license but not yet in operation. The plan 
recommended by the Staff does not, this licensee contends, meet its third ob- 
jection (that costs should be assessed not on a group basis but on an individual 
project basis) which the record shows the Staff considers impracticable. 
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However, counsel for that Authority stated that if the Staff’s recommendation 
constituted a firm offer the Authority would accept it. In his brief, counsel 
for that licensee suggested certain modifications to the Staff’s recommended 
findings and order above mentioned and stated that: 

The South Carolina Public Service Authority, therefore, concurs in the 
proposed rule presented by the Commission’s Staff, with the modifica- 
tions * * * set out hereinbefore, and with the understanding that any sub- 
stantial “reimbursement” of costs, or the issuance of a retroactive license, 
would require proper credits within the meaning of Section 10 (e) of the 
Federal Power Act. 

In response to South Carolina Public Service Authority’s suggested modifica- 
tions to his recommended findings and order and in lieu of these suggested modi- 
fications Staff counsel, in a letter dated April 17, 1958, addressed to the Presiding 
Examiner (a copy of which had been, the letter recited, served on all parties 
to the proceeding), proposed certain changes in his initially proposed findings 
and order. Thereafter, by letter dated April 28, 1958, counsel for South Carolina 
Public Service Authority stated that: 

We are in receipt of a copy of the letter dated April 17 * * *. The amend- 
ment set out in this letter is satisfactory to us. 

As stated in our brief dated March 18, 1958, in event the Commission does 
not adopt the recommendations of the Staff with the amendment and modi- 
fications before referred to, the Authority shall in no way be estopped by its 
concurrence in the suggestions set out in the letter of April 17, 1958 * * *. 

No other response to the letter of April 17, has come to the attention of this 
examiner. For the purpose of this decision the letters of April 17 and 28, 1958, 
above referred to, are considered as extensions to the briefs of the Staff and the 
South Carolina Public Service Authority, respectively, and, as such, they have 
been given appropriate consideration. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record in this proceeding, the evidence adduced 
and the contentions of the parties and participants as revealed in their briefs, the 
presiding examiner finds and concludes that: 

(1) The Commission’s Orders No. 172 issued April 28, 1954 and No. 172-A 
issued January 31, 1957, should, with respect to future applicability and effect, 
be terminated and rescinded. 

(2) Adoption and promulgation of regulations in lieu thereof as hereinafter 
ordered and provided are necessary and appropriate in order to carry out the 
provisions of the Federal Power Act. 


ORDER 


Wherefore, in conformance with the provisions of the Administrative Pro- 
cedure Act and the Commission’s rules and regulations thereunder and pur- 
suant to the authority granted to the Federal Power Commission by the Federal 
Power Act, particularly, Sections 10 (e) and 309 thereof (16 U. 8. C. 803, 
825 (h)), It is ordered, subject to review by the Commission on appeal, or 
review by the Commission on its own motion as provided in its rules of 
practice and procedure, that: 

(A) [The contents of this paragraph have been omitted by printer. Para- 
graph (B) of order, supra p. 908, is identical.] 

(B) The amendment herein prescribed is effective on and after January 1, 
1957. 

Epwarp B. Mars, 
Presiding Examiner. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G-2306, 
MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NOS. G—2327 
AND G-9850, NORTHERN NATURAL GAS COMPANY, DOCKET NOS. 
G-—2399, G-2460, G-4259, G-4260, G-4261 AND G-—12241, EL PASO NATURAL 
GAS COMPANY, DOCKET NO. G—12135, PERMIAN BASIN PIPELINE 
COMPANY, DOCKET NO. G—12242, IRON RANGES NATURAL GAS COM- 
PANY, DOCKET NOS. G—9648, G—12223 AND G-12217, MIDWESTERN GAS 
TRANSMISSION COMPANY, DOCKET NOS. G-—9451, G-9452 AND G-9453, 
TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NOS. G-9454 
AND G-11107, NATURAL GAS PIPELINE COMPANY OF AMERICA, 
DOCKET NO. G—9966 


ORDER DEFERRING DECISION 
(Issued June 6, 1958) 


The presiding examiner in his initial decision issued herein on April 9, 1958, 
disposed of five of the twenty applications involved in the consolidated ‘“Mid- 
western” certificate proceedings in the above-listed dockets, holding that it is in 
the public interest to decide these five applications now, and that this could 
be done without prejudice to the other fifteen applications pending herein. 

Three of these five applications—in docket Nos. G-4259, G-4260 and G-4261— 
involve proposals of Northern Natural Gas Company to import Canadian gas. 
No evidence having been adduced to support these applications, the examiner 
decided that they be dismissed. 

The other two applications—by Permian Basin Pipeline Company, an affiliate 
of Northern Natural, in docket No. 12242, and by El Paso Natural Gas Com- 
pany in docket No. G—12135—involve an exchange agreement between Northern 
Natural and El Paso under which Permian would deliver an additional 75,000 
Mcf per day to El Paso, and El Paso would deliver equivalent volumes to 
Northern Natural or its customers. The examiner concluded that these ap- 
plications should be approved and certificates of public convenience and necessity 
issued. 

Staff counsel filed exceptions in the form of a motion to defer consideration of 
the examiner’s decision and the issues presented thereby. Although agreeing 
with the merits of the examiner’s decision, staff counsel takes the position that 
the Permian and El Paso applications are in an “interdependent relationship” 
to the competitive applications since they form a part of Northern Natural’s 
total proposal, and that consideration thereof should accordingly be deferred 
for simultaneous decision with all the other matters presently consolidated in 
these proceedings. 

Permian also filed exceptions on April 28, 1958, to the language in paragraph 
(D) of the ordering portion of the examiner’s decision, which Permian feared 
would, if literally construed, limit in an unintended way certain authorizations 
heretofore granted it by the Commission. 

We agree with the examiner that generally, in proceedings such as these, it 
is good administration to proceed to decision on the separate aspects of the case 
as expeditiously as legal and other considerations permit. However, in the 
circumstances of this case we think it is preferable to defer consideration of 
and decision on the issues presented by the applications filed in these five 
dockets, until such time as we consider and finally decide the issues presented 
by the other dockets in these consolidated proceedings, or until such time as 
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we may hereafter by order prescribe. The issues raised by Permian’s excep- 
tions likewise should be considered and resolved at that time. 


The Commission orders: 


(A) Staff counsel’s motion to defer consideration of and decision on the in- 
itial decision of the presiding examiner issued herein on April 9, 1958, on the 
above-described applications of Northern Natural Gas Company, El Paso 
Natural Gas Company, and Permian Basin Pipeline Company, and the issues 
presented by such applications, is hereby granted. 

(B) Final decision by the Commission on the matters and issues referred to 
in paragraph (A) is hereby deferred until such time as the Commission shall 
consider and render final decision on the issues presented by the other dockets 
in these consolidated proceedings, or until such other time as the Commission 
may by order prescribe. 

(C) Consideration of and decision on the issues raised by the exceptions filed 
by Permian Basin Pipeline Company to the presiding examiner’s initial de- 
cision issued herein on April 9, 1958, are deferred in accordance with paragraph 
(B) above. 

Commissioner Connole dissenting stated that he would adopt the presiding ex- 
aminer’s decision as proposed to be modified by Permian’s Exceptions. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


ALGONQUIN GAS TRANSMISSION COMPANY, DOCKET NO. G-13724 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 6, 1958) 


Algonquin Gas Transmission Company (Applicant), a Delaware corporation 
with its principal place of business in Boston, Massachusetts, filed an applica- 
tion on November 15, 1957, as supplemented on November 29, 1957, for a certifi- 
cate of public convenience and necessity, pursuant to Section 7 of the Natural Gas 
Act, for authority to sell natural gas as hereinafter described, subject to the 
jurisdiction of the Commission, all as more fully represented in the Application. 

Applicant seeks authority to sell additional volumes of natural gas on a firm 
long term basis to six existing customers commencing September 1, 1958, as 
indicated below : 





Peak Day Mcf at 14.73 psia 




















Customer casi einai heigl 
| 
Authorized | Proposed | Total 
DS HE SR no sound dbbenannasseneacnoenaanbuninal 52, 688 | 2, £12 55, 200 
neti RRR CIOD OD oi oviicccncnanimcecaternsscnnnontes 9, 000 | 1 000 10, 000 
NIG HENNE TI os ncn ec cipebnneuaneabaabananeaaenbe | 3, 260 1, 120 4, 440 
re GDOREES SEND OO. a ccunsncocsntvotsousedboucde nensipainel 18,7 920 19, 710 
ee IN I so ies aleseeapeeipaeaaiicmab on 14, 500 1,000 | 15, 500 
Ee BRRUOE TENO Cine cecsicdcnncdcnscecocsuscesencneutuscestuees 9, 028 | 972 | 10, 000 
ME caesar ianiekae that acieacomal | 107, 266 | 7, 584 | 114, 850 


The application states that Applicant’s gas supply, including the additional 
supply of 10,200 Mcf per day from Texas Eastern Transmission Corporation as 
proposed by Texas Hastern in its application in Docket No. G-12446,' is sufficient 





2 Authorized by Examiner’s Decision issued April 15, 1958, in Docket No. G-12446, et al. 
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and will leave uncommitted 3,010 Mcf per day, which will provide flexibility 
of operation on its system in addition to allowing for proposed revisions of 
the estimated requirements of the six customers involved herein. 

No new facilities are proposed to effect the increased sales as, Applicant states, 
they will be made through existing delivery points from previously authorized 
capacity. 

Pursuant to due notice, a public hearing was held in Washington, D. C. on May 
29, 1958, respecting the matters involved in and the issues presented by the appli- 
cation. No petition to intervene or protest to the granting of the application has 
been received. Staff counsel moved orally at the hearing that the intermediate 
decision procedure be omitted and the Commission render a decision herein, pur- 
suant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Applicant, a Delaware corporation, with its principal place of business in 
Boston, Massachusetts, is a natural gas company within the meaning of the Nat- 
ural Gas Act as heretofore found by the Commission. 

(2) The sale of additional volumes of gas to Applicant’s existing customers, 
as hereinbefore described and as more fully described in the application herein 
will be made in interstate commerce, subject to the jurisdiction of the Commis- 
sion, and such additional sales are subject to the requirements of Subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(3) The sale of additional volumes of natural gas by Applicant as herein 
described and as more fully described in the application herein is required by 
the public convenience and necessity and a certificate therefor should be issued 
as hereinafter ordered and conditioned. 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and the 
requirements, rules and regulations of the Commission thereunder. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission’s 
General Rules and Regulations, including the Rules of Practice and Procedure 
should attach to the issuance of the certificate to Applicant and to the exercise 
of the rights granted thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not having 
been denied by the Commission, is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Commission orders: 


(A) A Certificate of public convenience and necessity be and hereby is issued 
upon the terms and conditions of this order authorizing Applicant to sell and 
deliver additional volumes of gas, subject to the jurisdiction of the Commission, 
as hereinbefore described and as more fully described in the application and 
exhibits in this proceeding, provided Texas Eastern Transmission Corporation 
receives and accepts a certificate of public convenience and necessity in Docket 
No. G—12446, authorizing the sale of additional volumes of gas to Algonquin. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) of 
Section 157.20 of the Commission’s General Rules and Regulations, including its 
Rules of Practice and Procedure shall attach to the issuance of the certificate 
granted in paragraph (A) hereof and to the exercise of the rights thereunder. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION AND TEXAS 
EASTERN TRANSMISSION CORPORATION, DOCKET NO. G-14777 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 6, 1958) 


Texas Eastern Transmission Corporation (Texas Eastern) and Trans- 
continental Gas Pipe Line Corporation (Transco), hereinafter referred to 
collectively as Applicants, filed a joint application on March 28, 1958, for 
a certificate of public convenience and necessity, pursuant to Section 7 of the 
Natural Gas Act, authorizing the construction and operation of certain 
tie-over facilities interconnecting their main systems, as hereinafter described, 
subject to the jurisdiction of the Commission, all as more fully represented in 
the joint application. 

‘he joint application seeks authorization for the construction and operation 
of facilities interconnecting the main line systems of Applicants at their 
respective Mississippi River crossings in Pointe Coupee and West Feliciana 
Parishes, Louisiana. The proposed facilities consist of approximately 1,540 
feet of 18’’ tie-line connecting the Applicants’ systems on the west bank of the 
river and 1,866 feet of 18’’ tie-line connecting Applicants’ systems on the east 
bank of the river. 

Applicants state that the proposed facilities will be operated only during 
periods of emergency on either Applicants’ Mississippi River crossing, such as 
wash-outs which are possible at any time. Applicants further state that in 
the event such facilities are placed in operation, there will be no exchange of 
gas between Applicants nor will there be any commingling of gas of their 
respective gas streams. The tie-overs will permit diversion of gas of either 
Applicant suffering emergency due to loss of a crossing, to any one or more 
crossings of the other Applicant that may be available. 

The over-all capital cost of the entire project of both Applicants is estimated 
to be $82,452. Each party will bear one-half of the overall capital cost or 
$41,226, and each party will own one-half of each tie-over on each bank of the 
river. 

The subject facilities were apparently constructed on a temporary or emergency 
basis during the course of construction of Texas Eastern’s Beaumont-Kosciusko 
line. Applicants state that the facilities have never been used. 

Pursuant to due notice a public hearing was held in Washington, D. C., on 
May 29, 1958, respecting the matters involved in and the issues presented by 
the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Transcontinental Gas Pipe Line Corporation, a Delaware corporation with 
its principal place of business in Houston, Texas, is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the 
Commission. 

(2) Texas Eastern Transmission Corporation, a Delaware corporation with 
its principal place of business in Shreveport, Louisiana, is a “natural-gas com- 
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pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission. 

(3) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used during emergencies for the transportation 
and sale of natural gas in interstate commerce as an integral part of the 
Applicants’ respective pipeline systems and operation thereof is subject to the 
requirements of Subsection (c) and (e) of Section 7 of the Natural Gas Act. 

(4) The operation of the facilities for the purpose proposed by Applicants is 
required by the public convenience and necessity and a certificate therefor should 
be issued. 

(5) Applicants are able and willing to do the acts and to perform the service 
proposed, and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(6) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s General Rules and Regulations, including the Rules of Practice and 
Procedure, should attach to the issuance of the certificate referred to in 
paragraph (4) above and to the exercise of the rights granted thereunder. 

(7) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of the said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicants to operate the subject facilities during emer- 
gencies, as hereinbefore described, all as more fully described in the joint appli- 
cation in this proceeding upon the terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a) and (e) of 
Section 157.20 of the Commission’s General Rules and Regulations are attached 
to the issuance of the certificate granted herein and to the exercise of the rights 
thereunder. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PAN AMERICAN PETROLEUM CORPORATION,! DOCKET NO. G-8697 
CONTINENTAL OIL COMPANY, DOCKET NO. G—8696 
MISSISSIPPI RIVER FUEL CORPORATION, DOCKET NO. G-—9097 


ORDER DENYING APPLICATIONS FOR REHEARING AND MOTIONS FOR STAY 
(Issued June 6, 1958) 


Applications were filed by Pan American Petroleum Corporation (Pan Ameri- 
can) on May 7, 1958, and Continental Oil Company (Continental) on May 13, 
1958, for rehearing of the Commission’s order issued April 14, 1958, 19 F. P. C. 519, 
in the above-entitled proceedings, in which, among other things, we disallowed 
increased rates proposed by Pan American and Continental for the sale of nat- 
ural gas to Mississipi River Fuel Corporation from the Woodlawn Field, Harri- 
son County, Texas, affirming the presiding examiner’s initial decision in this 


1The name of the company has been changed from Stanolind Oil and Gas Company to 
Pan American Petroleum Corporation since this proceeding was instituted. 
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regard. The increase, from 13.0 cents to 13.5 cents per Mcf, was proposed 
under fixed periodic escalation provisions in the contracts between the seller and 
the purchaser. 

In our judgment, none of the grounds advanced by Pan American and Con- 
tinental justify rehearing of the challenged order. Summarily stated, the 
companies advance four principal claims of error. First, they contend that we 
erred in suspending the proposed increased rates, arguing that the price in- 
creases proposed did not constitute changes in rate schedules or contracts sub- 
ject to the Commission’s suspension power under Section 4 (d), but were filed 
contract prices which could not be set aside except after a proceeding under 
Section 5 (a). 

Second, the companies contend we erred in concluding that their failure to 
adduce evidence of cost of service or revenue requirements as a point of depar- 
ture resulted in a failure to sustain the justness and reasonableness of their 
proposed increased rates under City of Detroit v. F. P. C., 230 F. 2d 810, arguing 
further that we erred in imposing on applicants the burden of sustaining the 
increases proposed. 

Third, the companies contend that we erroneously failed to review and deter- 
mine the proposed increased rates in this proceeding under the principles con- 
tained in our opinion No. 310 and accompanying order issued April 4, 1958, in 
Matter of Pan American Corporation, et al., docket Nos. G-—S549, et al., 19 
F. P. C. 468, issued ten days previous to our order affirming the examiner's 
decision. 

And fourth, they argue that we erred in failing to rule or make findings on 
various contentions advanced in the exceptions and briefs involving, for example, 
whether the contract price for the gas is below the commodity value thereof 
to the purchaser; what the impact on the consumer of the instant proposed 
increase would be; whether application of a rate-base cost-of-service formula is 
impossible in this proceeding; and whether, by virtue of the location of the 
field, the size of reserves, the volumes involved, deliverability and other char- 
acteristics surrounding the sale and delivery and other such factors, the con- 
tract price is just and reasonable. 

The lack of merit in the first two of the above arguments is plain from the 
opinion of the Fifth Circuit Court of Appeals in the Bel Oil series of cases handed 
down April 23, 1958, on review of our opinion No. 300, in Matters of Union Oil 
Company of California, et al., 16 F. P. C. 100, and related orders.? Respecting 
the first, the court there squarely rejected similar arguments, holding that even 
though proposed increases under escalation clauses had been predetermined by 
contract before the Supreme Court’s decision in the Phillips case, they were still 
“rate changes” subject to Section 4 (d) of the Act and not an initial rate subject 
to change under Section 5 (a) of the Act.® 

Likewise determinative of applicants’ second argument stated above, the court 
in Bel Oil said (p. 5538) : 

* * * We do not hold that evidence of field price is irrelevant. We do hold 
that evidence of unregulated prices in the field is not sufficient to warrant a 
finding by the Commission that a price comparable to them is just and rea- 
sonable within the intendment of the Natural Gas Act. Neither is evidence 


2 Bel Oil Corporation v. F. P. C., Nos. 16581, et al., 255 F. 2d 548. 

® The court quoted from its earlier decision in Mississippi Power & Light Co. v. Memphis 
Natural Gas Co., 162 F. 2d 388, relied on by the presiding examiner, that ‘The ‘favored 
nation’ clause became inoperative after the passage of the Natural Gas Act * * * To give 
effect to the ‘favored nation’ clause would operate to transfer the legislative function of 
ratemaking from the Commission to the courts” (p. 554). 
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of the field price when coupled with the opinion of experts that the price 
must be high enough to provide an incentive for exploration and develop- 
ment of new sources of supply. 

And further (page 553) : 
* * * Without deciding that the rate-base method is essential in every rate 
case, we agree that the Commission did not have sufficient evidence before 
it to approve these rates as just and reasonable. 

We do not have sufficient evidence here, any more than we had in the Bel Oil 
case, to approve the proposed increased rates as just and reasonable under the 
law. For in upholding the Commission in that case, the court pointed out that 
in reaching our decision we had viewed as controlling City of Detroit v. F. P. C., 
230 F. 2d 810, cert. den., 352 U. S. 829; and it quoted at length that part of the 
City of Detroit opinion germane to our decision. Under City of Detroit, the 
value method used alone is not sufficient to determine just and reasonable rates. 
And Section 4 (e) expressly places the “burden of proof to show that the 
increased rates or charge is just and reasonable” “on the company.” 

Third, as to our not applying here the Commission’s Pan American opinion No. 
310, docket Nos. G—8549, et al., the record made in that case disclosed facts and 
circumstances differing in fundamental particulars from the facts and the cir- 
cumstances presented by the record here. Indeed, in that case, involving consoli- 
dated proceedings, with eleven rate proponents, with 133 lessees in the unit and 
754 tracts having interests in the gas, we made it abundantly clear in our opinion 
that we were confronted with a “different factual situation from other producer 
cases previously considered by us,” including our Union Oil Company opinion 
No. 300 affirmed in the Bel Oil case cited above. Thus while observing in opinion 
No. 310 that under the law as declared in the City of Detroit case we must use the 
traditional rate-base method as a point of departure in a proper case, we detailed 
the difficulties which attended the use of that method in the circumstances 
described. Moreover, we pointed out the “almost impossible” administrative 
task which, by reason of the peculiar facts presented, would have attended use of 
that method, and the harmful effects on the public interest which would have 
resulted therefrom. We also noted in opinion No. 310 that some cost evidence 
was before us there, although of a general nature. In addition, in that case, 
which involved a proposed increase from 7.5 cents per Mcf to 8.5 cents, we had 
already approved on several occasions a 10-cent rate for sales of gas from fields 
in nearby counties in which cost evidence was submitted and considered by the 
Commission. 

Fourth, as to our claimed failure to pass on and make findings respecting 
certain matters urged in the briefs and exceptions, most of these points are 
sufficiently covered in the examiner’s decision which we have adopted. Those 
which are not dealt with there, or in our orders with respect thereto, are 
essentially immaterial to the result and need not be discussed separately. For 
example, Pan American complains that we did not rule explicitly whether the 
contract price for the gas is below the commodity value thereof to the purchaser, 
as argued in its exceptions. But since, as held above and in the examiner's 
decision, the companies cannot show their proposed increased rates are just and 
reasonable absent evidence of cost of service or revenues requirements—a showing 
the companies have not made—value of the gas to the purchaser is immaterial 
and a lack of findings with respect thereto is of no moment. Thus we need 
not single out the above and other such immaterial arguments and exceptions for 
particular rejection. Under the cases, if subsidiary and ultimate findings are 
made which establish the invocation and proper application of lawful authority 
and the existence of substantial evidence supporting the agency action, nothing 
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more in the way of findings is required. See Public Utilities Commission of 
Connecticut v. F. P. C., 205 F. 2d 116 (1953) and cases cited. We do not under- 
stand that Radio Station KFH v. F. P. C., 247 F. 2d 570 (1957), lays down any 
contrary rule. 

Finally, motions for stay of certain paragraphs of the Commission’s order 
issued April 14, 1958, of which rehearing is sought herein, were filed by Pan 
American and Continental on May 29, 1958. We find that no sufficient reason 
exists for granting the motions for stay and they should be denied. 


The Commission further finds: 


The assignments of error and grounds for rehearing in the applications for 
rehearing filed by Pan American Petroleum Corporation and Continental Oil 
Company herein set forth no new facts or principles of law which were not fully 
considered by the Commission when it adopted its above-described order issued 
April 14, 1958, or which having now been considered warrant any change or 
modification of said order. 


The Commission orders: 

(A) The applications for rehearing of the Commission’s order issued April 
14, 1958, herein filed by Pan American Petroleum Corporation on May 7, 1958, 
and by Continental Oil Company on May 13, 1958, are hereby denied. 

(B) The motions for stay of the Commission’s order issued April 14, 1958, 
herein, filed by Pan American Petroleum Corporation and Continental Oil Com- 
pany on May 29, 1958, are hereby denied. 

Commissioners Digby and Kline dissenting stated that they are unable to 
distinguish the situation with respect to the rates in this case from that in 
Docket Nos. G—8549, et al., Pan American Petroleum Corporation, et al. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PENNSYLVANIA POWER & LIGHT COMPANY, PROJECT NO. 487 
ORDER APPROVING EXHIBITS 
(Issued June 6, 1958) 


On March 6, 1958, Pennsylvania Power & Light Company, licensee for major 
Project No. 487, filed for Commission approval and inclusion in the license for 
the project the following exhibits showing (1) the change in status of a small 
parcel of project land; (2) the proposed replacement of 9,570.23 feet of 14-foot 
wood stave pipe flow line with 14-foot 1-inch diameter steel pipe, thus completing 
the conversion of the old wood stave pipe flow line, the remainder of the flow 
line having been converted in 1956; and (3) the replacement of the old Johnson 
valves in the penstocks by 8-foot diameter butterfly valves: 

Exhibit K: Amended, Sheet No. 3 of 3 (FPC No. 487-23) Detail map of entire 
project ; 

Exhibit L: Amended, Sheet No. 1 of 3 (FPC 487-24) Vertical sections through 
powerhouse; and 

Exhibit L: Amended, Sheet No. 3 of 3 (FPC No. 487-25) Details of flow line, 
surge tank, and penstocks. 

The application states that the changes are necessary for the following 
reasons: 

(1) The purchase of a small parcel of land within the project boundary, over 
which the licensee had an easement, and removal of a spring house thereon is 
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more economical than to provide supports for the pipe line to straddle the spring 
house; 

(2) Replacement of the old wood stave pipe with welded steel pipe will provide 
a durable flow line and will result in decreased maintenance costs and more 
economical use of the available water ; and 

(3) The original Johnson valves in the penstocks were replaced by the but- 
terfly valves during 1956 while the flow line was drained. The required repairs 
to the Johnson valves would have been more costly than their replacement and 
could not have been completed during the time the flow line was drained. 

The Secretary of the Army and the Chief of Engineers have approved the 
plans in accordance with Section 4 (e) of the Federal Power Act. 


The Commission finds: 


Exhibit K Amended, Sheet No. 3 of 3 (FPC No. 487-23), Exhibit L Amended, 
Sheet No. 1 of 3 (FPC No. 487-24), and Exhibit L Amended, Sheet No. 3 of 3 
(FPC No. 487-25), superseding Exhibit K Amended, Sheet No. 3 of 3 (FPC 
No. 487-21), Exhibit L Amended, Sheet No. 1 of 3 (FPC No. 487-15), and 
Exhibit L Amended, Sheet No. 3 of 3 (FPC No. 487-22), respectively, now part 
of the license for the project, conform to the Commission’s rules and regulations 
and should be approved as part of the license for the project and said super- 
seded exhibits should be eliminated from the license for the project. 


The Commission orders: 


(A) Exhibit K Amended, Sheet No. 3 of 3 (FPC No. 487-23), Exhibit L 
Amended, Sheet No. 1 of 3 (FPC No. 487-24), and Exhibit L Amended, Sheet 
No. 3 of 3 (FPC No. 487-25), are approved as part of the license for the project 
and superseded Exhibit K Amended, Sheet No. 3 of 3 (FPC No. 487-21), Exhibit 
L Amended, Sheet No. 1 of 3 (FPC No. 487-15), and Exhibit L Amended, Sheet 
No. 3 of 3 (FPC No. 487-22), now part of the license for the project, are 
eliminated from the license for the project. 

(B) This order shall become final 30 days from the date of its issuance 
unless application for rehearing shall be filed as provided in Section 313 (a) 
of the Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


THE WASHINGTON WATER POWER COMPANY, PROJECT NO. 621 
ORDER APPROVING REVISED EXHIBIT 
(Issued June 6, 1958) 


Application was filed April 25, 1958, by The Washington Water Power Com- 
pany, licensee for major Project No. 621, for amendment of the license for the 
project to show a change in the project boundary as a result of the exclusion 
of certain land, which was originally included within the project boundary 
to house company personnel employed at the powerhouse and is no longer 
necessary or useful in the operation of the project. 

No lands of the United States are affected. 

Exhibit J-K, Sheet 1A of 2 sheets (FPC No. 621-8), has been revised as 
requested by the licensee to show the exclusion therefrom of the tracts of land 
identified by the letters “P”, “R”, “T”, and “U”. 
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The Commission finds: 

Exhibit J-K, Sheets 1A of 2 sheets (FPC No. 621-8), as revised, superseding 
Exhibit J-K, Sheet 1A (FPC No. 621-8), now part of the license for the project, 
conforms to the Commission’s rules and regulations and should be approved as 
part of the license for the project and said superseded exhibit should be eliminated 
from the license. 


The Commission orders: 

(A) The above-specified exhibit is approved as part of the license for the 
project and the superseded exhibit is eliminated from the license. 

(B) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


PACIFIC POWER & LIGHT COMPANY, DOCKET NO. E-6822 
ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued June 11, 1958) 


Pacific Power & Light Company (Applicant), incorporated under the laws 
of the State of Maine, and qualified to do business as a foreign corporation 
in the States of Oregon, Washington, Wyoming, Montana, and Idaho, with 
its principal place of business in Portland, Oregon, filed an application on May 
12, 1958, as amended May 20 and June 5, 1958, for an order, pursuant to Section 
204 of the Federal Power Act, authorizing the issuance of $20,000,000, principal 
amount of First Mortgage Bonds, Series due 1988, to be sold at competitive 
bidding. 

Applicant proposes to issue the Bonds under its Indenture of Mortgage and 
Deed of Trust, dated as of July 1, 1947, as heretofore supplemented and as 
to be further supplemented by a proposed Tenth Supplemental Indenture to be 
dated as of July 1, 1958. 

On or about June 12, 1958, Applicant proposes to invite sealed, written bids 
for the purchase of the Bonds by newspaper publication and by distribution 
of a Form of Bid, together with a statement of terms and conditions relating 
thereto and a recital of the terms of purchase which will constitute the purchase 
agreement herein. All bids, whether from a single bidder or from a group of 
bidders, must be submitted in duplicate written counterparts on the Form of 
Bid provided by Applicant, and each counterpart must be signed by the bidder 
or by the Representative, in the case of a group of bidders. Each bid must 
specify (1) the interest rate to be borne by the Bonds, which rate shall be a 
multiple of %th of 1 percent; (2) the price exclusive of accrued interest to be 
paid to Applicant for the Bonds, which price shall be not less than 9814% nor 
more than 1023,% of the principal amount thereof; and (3) that Applicant shall 
be paid the amount of the accrued interest on the Bonds from July 1, 1958, to 
the date of payment therefor and delivery thereof. 

Unless postponed, all bids for the proposed issuance of Bonds must be presented 
to Applicant before 12:00 Noon, New York City Time, on June 24, 1958, at Room 
2033, Two Rector Street, New York 6, New York. Unless Applicant shall reject 
all bids, which it reserves the privilege to do, or shall exclude a bid or bids 


fo 
th 


in 
an 


fre 

















































FEDERAL POWER COMMISSION 923 


for reasons specified in the statement of terms and conditions, it will accept 
the bid which shall provide it with the lowest annual cost of money. 

Each bid must be accompanied by a certified or official bank check or checks 
in the aggregate amount of $600,000, payable in New York Clearing House funds, 
and must be for the purchase of all the Bonds. 

Applicant will utilize the proceeds of approximately $20,000,000, to be obtained 
from the proposed issuance of Bonds to (1) repay an estimated $18,000,000, 
principal amount of Promissory Notes, which Applicant has already issued or 
will have issued prior to completing the contemplated issuance of Bonds,’ and (2 
carry forward its present construction program, which is anticipated to require 
total expenditures of about $62,000,000, for 1958. The chief items included within 
the aforementioned amount consist of $24,722,000, for completion of the construc- 
tion of the 204,000 kw plant of the Swift No. 1 Hydroelectric Project ; * $13,715,000, 
for completion of the 100,000 kw Dave Johnston steam-electric generating sta- 
tion; and $12,576,000, for electric distribution additions and improvements. 

Written notice of the application has been given to the Board of Railroad 
Commissioners of Montana, the Public Utility Commissioner of Oregon, the 
Public Service Commission of Washington, the Public Service Commission of 
Wyoming, and the Public Utilities Commission of Idaho, and to the Governor of 
each of those States. Notice of the application has also been given by publica- 
tion in the Federal Register on May 23, 1958 (23 F. R. 3579), stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
cation should file a petition or protest on or before June 6, 1958, with the Federal 
Power Commission, Washington 25, D. C. No protest or petition or request to be 
heard in opposition to the granting of the application has been received. 

On May 16, 1958, the Public Service Commission of Wyoming; on May 21, 1958, 
the Public Utilities Commission of Idaho and the Public Utility Commission of 
Oregon; and on May 26, 1958, the Public Service Commission of Washington 
approved the proposed issuance of $20,000,000, principal amount of Bonds, in the 
manner and for the purposes as set forth above. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act subject to the jurisdiction of the Commission as 
heretofore determined and set forth in the Commission’s order issued June 26, 
1957, In the Matter of Pacific Power and Light Company, Docket No. E-6758. 

(2) The proposed issuance of Bonds, as described above, will constitute an 
issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204 (f) of the Act; and the proposed issuance of securities, 
therefore, is not exempt by virtue of that Section from the requirements of 
Section 204 of the Act. 

(4) The proposed issuance of Bonds, as hereinafter authorized, will be for 
a lawful object, within the corporate purposes of Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by Applicant of service as a public utility and which will not impair 
its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(5) The period of public notice given in this matter is reasonable. 





1 By order issued June 18, 1956, In the Matter of Pacific Power ¢ Light Company, Docket 
No. E-6679, the Commission authorized Applicant to issue prior to January 1, 1959, not to 
exceed $25,000,000, principal amount of Promissory Notes, outstanding at any one time. 
2? Licensed under the Federal Power Act as Project No. 2111. 
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The Commission orders: 

(A) The proposed issuance of Bonds, upon the terms and conditions and for 
the purposes specified in the application, as described above, is authorized subject 
to the provisions of this order. 

(B) The proposed issuance and sale of Bonds at competitive bidding shall 
not be consummated until : 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements and 
Section 34.2 (k) (4) of those Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegram as contemplated by Section 34.9 of the 
Regulations. 

(ii) The Commission shall have approved the price to be received by Appli- 
cant for the Bonds and the interest rate thereof, by a further order. 

(C) The authorization contained herein to issue Bonds shall expire unless 
the transaction thus authorized is consummated within 90 days from the date of 
issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of costs, or any matter whatsoever which 
is now pending or may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States in respect of any securities to which this 
order relates. 































Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 
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RECONSIDERATION AND FIXING TIME FOR FILING 
EXCEPTIONS 


ORDER DENYING PETITIONS FOR 









(Issued June 11, 1958) 










Transcontinental Gas Pipe Line Corporation (Transco) on May 23, 1958, filed 
a first and second petition for reconsideration of the Commission’s order issued 
May 16, 1958, in the above-entitled matters. 

Various customer companies also filed petitions for reconsideration of the 
Commission’s order of May 16, 1958, namely, Consolidated Edison Company of 
New York, Inc. (May 23, 1958), The Brooklyn Union Gas Company (May 26, 
1958), Long Island Lighting Company (May 26, 1958), and Public Service Electric 
and Gas Company (May 28, 1958). In addition the South Jersey Gas Company 
filed on May 27, 1958, a response in support of Transco’s first petition for recon- 
sideration of the order of May 16, 1958. 

On May 2, 1958, at the conclusion of the hearing in the above designated pro- 
ceedings, counsel for Transcontinental Gas Pipe Line Corporation orally moved 
on the record for the omission of the intermediate decision procedure herein with 
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respect to the proceedings in Docket Nos. G—13143, G—13590 and G-13745. Said 
motion was concurred in by counsel for various participating gas companies, but 
said motion was opposed by counsel representing coal interests and staff counsel. 

Prior to the making of the above oral motion, Transcontinental Gas Pipe Line 
Corporation had filed on May 1, 1958, a motion (1) to sever the proceedings in 
Docket No. G—13793 involving the acquisition and utilization of the Leidy Storage 
Field, (2) to omit the intermediate decision procedure, and (3) to issue a final 
certificate of public convenience and necessity in Docket No. G—13793. 

Consolidated Edison Company of New York, Inc., filed a motion on May 7, 
1958 requesting that the issues relating to certification of the proposed X-20 
service (transportation service by Transco for Consolidated Edison) be severed 
from Docket No. G—13590 and other related dockets consolidated therewith. In 
addition, Consolidated Edison Company of New York, Inc., requested that “the 
intermediate decision procedure be omitted and dates be set for the simultaneous 
filing of briefs and proposed findings and conclusions with the Commission and 
for presentation of oral argument before the Commission as soon as possible.” 
The Commission by its order of May 16, 1958 denied the motions above described 
and found that: 

(1) Under the circumstances of this case, the Commission, in order to justify 
the omission of the intermediate decision procedure as requested, is unable to 
find “that due and timely execution of its functions imperatively and unavoid- 
ably so requires.” 

(2) Proper administration of the Natural Gas Act requires that the motions 
for severance as requested by Transcontinental Gas Pipe Line Corporation and 
Consolidated Edison Company of New York, Inc., should be denied as hereinafter 
ordered. 

3) It would be inappropriate, in the light of our views expressed above, to 
issue a certificate of public convenience and necessity in Docket No. G—13793 
prior to the issuance of the Presiding Examiner’s decision. 

(4) Inasmuch as briefs have been filed by various parties participating in the 
above proceedings, the request for oral argument by Consolidated Edison Com- 
pany of New York, Inc., should be denied, and further, in view of the fact that 
the Presiding Examiner has already fixed appropriate dates for the filing of main 
briefs and reply briefs, it is deemed unnecessary at this time to fix dates other 
than those specified by the Examiner. 

The relief requested in the various petitions for reconsideration herein is suc- 
cinctly set forth-in Transco’s first and second petition which is as follows: 


By its first petition for reconsideration: 


(1) omitting the intermediate decision procedure in Docket No. G—13793 and 
granting final certificates in Docket No. G—13793 (the [Leidy] storage field) to 
New York Natural, Texas Eastern and Transco in accordance with the “Pro- 
posed Findings and Order” attached to the said Motion to Sever filed herein 
on May 1, 1958; and 

(2) issuing a temporary certificate to Transco for the Leidy transmission 
facilities in Docket G—13590, as requested by applicant. 

Should the Commission, despite these circumstances, see fit to decline to grant 
the relief hereinabove requested, Transco most emphatically requests, in the 
alternative, that the Commission 


(a) permit the devotion of the Presiding Examiner’s undivided time to the 
preparation of his decision and 
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(b) allow a maximum of ten days for the filing of exceptions to the decision 
of the Presiding Examiner in the above-entitled matters. 


By its second petition for reconsideration: 


(1) Omit the intermediate decision procedure in the above-entitled matters 
[Docket Nos. G—13143, G—13590 and G—13745] ; 

(2) Issue certificates of public convenience and necessity to Transco as 
applied for; and 

(3) Grant Transco such other and further relief as may be required in the 
premises. 

The relief sought by the petitions referred to is substantially the same as that 
previously requested by the petitioners and considered by the Commission 
except for the additional requests as noted under subparagraphs (a) and (b) 
of paragraph (2). 

Upon consideration of all the applications involved in the consolidated pro- 
ceedings it appears, because of their interrelationship and interdependency, that 
the matters of the construction and operation of only a portion of the facilities 
covered by the application filed in Docket No. G—13590 and the acquisition and 
utilization of the Leidy Storage Field as contemplated by the application filed 
in Docket No. G—13793 are inseparable from the construction and operation of 
all facilities involved in the Docket No. G-13590 proceedings. The same is also 
true with respect to the request of Consolidated Edison Company of New York, 
Inc., concerning the severance of the matter of the transportation service which 
Transcontinental Gas Pipe Line Corporation proposes to render for the first 
mentioned company. In our opinion it appears to be clear that all such matters 
must be considered concurrently. 

Further, it appears that temporary or final consideration of authorization in 
both of the aforementioned proceedings, Docket Nos. G-13590 and G—13793, may 
be required to be considered in the light of final disposition of the independent 
producer applications which are the subject matters of the proceedings Jn the 
Matters of Seaboard Oil Company, et al., Docket Nos. G—13169, et al. 

From our point of view, at this time, the construction and operation of only 
a portion of the facilities involved in the Docket No. G-13590 proceeding and 
the acquisition and operation of the Leidy Storage Field, Docket No. G—13793, 
absent authorization for the construction and operation of the other facilities 
involved in Docket No. G—13590 for the additional gas supplies involved in the 
Docket Nos. G—13169, et al. proceedings may ultimately prove to be economi- 
cally unfeasible. 

As pointed out above, the relief sought by the various petitioners was the 
subject of consideration in relation to the issuance of our order of May 16, 1958, 
with the exception of the requests by various petitioners herein that the pre- 
siding examiner be permitted to give his undivided time to the preparation of 
his decision and that all parties be allowed a maximum of 10 days within which 
to file exceptions to the decision of the presiding examiner in the above-entitled 
matter. 

It is recognized that the expeditious disposition of these matters is desirable 
in the public interest. In adopting our order of May 16, 1958, we gave this due 
consideration. 

The present petitions for reconsideration do not include matters which would 
change the views previously expressed in the May 16 order. It has not been 
shown on the basis of the evidence brought to our attention by the petitions 
for the reconsideration that the Leidy project (Docket No. G—13793) and the 
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facilities for which the temporary authorization is requested (Docket No. 
G-—13590), if segregated out from the whole project could be soundly financed 
in the absence of final and full authorization of all the proposals. Nor are we 
persuaded by the petitions that, under the circumstances in this case, the Com- 
mission can now find that the omission of the intermediate decision procedure 
is justified and that “due and timely execution of” the Commission’s “functions 
imperatively and unavoidably so requires.” 

In this connection we recognize that both initial and reply briefs have been 
filed by the various parties participating in the above proceedings. It would 
seem in the circumstances that the present posture of the case lends itself to an 
early decision by the presiding examiner. It is reasonable to assume that due 
to the importance of the issues presented in these proceedings the examiner is 
cognizant of the necessity for expediting the disposition of the application 
herein and will act accordingly. 


The Commission finds: 

(1) No new facts have been presented or principles of law set forth in the 
petitions for reconsideration which were not fully considered by the Com- 
mission prior to the issuance of its order of May 16, 1958, or which now having 
been considered warrant any change in or modification of such order. 

(2) That it is in the public interest and sufficient cause has been shown to 
fix the time for filing exceptions to the initial decision at 10 days from the date 
of issuance of such initial decision and, therefore, such relief should be granted 
as hereinafter ordered. 


The Commission orders: 


(A) That the petitions except as hereinafter ordered be and the same hereby 
are denied. 

(B) That the time for filing exceptions to the initial decision be and the same 
hereby is fixed at 10 days from the date of issuance of such decision. 

Commissioner Digby concurring in part and dissenting in part stated that he 
would grant the application to sever and omit the intermediate decision proce- 
dure in the Leidy Storage project, Docket No. G—13793, and would grant tem- 
porary authorization necessary for construction of facilities for the Leidy 
Storage project. Commissioner Kline filed a concurring statement. Commis- 
sioner Connole filed a statement concurring in part, dissenting in part. 


KLINE, Commissioner, concurring: 


The only issue on which all of the members of the Commission are not in 
agreement is whether or not to sever Docket No. G-—13793, the Leidy Storage 
Project, from the other dockets in these consolidated proceedings, omit the 
intermediate decision procedure, and permanently certificate the storage project. 

Docket No. G—13793 was consolidated with the other dockets at the request 
of the applicant, Transcontinental, and the evidence in the consolidated pro- 
ceedings shows that the gas for the Leidy project after the next two years is 
to be supplied through facilities for which authorization is sought in the other 
dockets. It is undisputed that the record in Docket No. G—13793 if severed 
contains no evidence of either a gas supply for the project after a period of two 
years or of a showing of economic feasibility of the project. 

Accordingly, if we sever this docket and certificate the storage project, it is 
clear that we are either (1) assuming that all of the facilities in the consolidated 
dockets are required by public convenience and necessity and will be ultimately 
certificated by us, thus in effect prejudging issues which are now before the 
examiner, or (2) abandoning all previous precedents of the Commission and 
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certificating the Leidy Storage Project without the showing of economic feasi- 
bility and on the showing of a gas supply for only two years. We should do 
neither of these. Certainly we should not, by precipitate certification of the 
storage project, place ourselves in a position where there might be some moral 
obligation to grant certificates in the related proceedings and where our judg- 
ment would not be as completely independent and unfettered as it would otherwise 
be. Yet to issue a certificate without anticipating certification of the related 
proceedings would be to do so without proof of such essential elements of 
public convenience and necessity as gas supply and economic feasibility. This 
would upset a long line of decisions to the contrary and would deny to the con- 
sumers and investors the protection they are entitled to receive from us. 
CoNnNOLE, Commissioner, concurring in part, dissenting in part: 

The facilities to develop and operate the Leidy Storage Project are demon- 
strably required by the public convenience and necessity. No one denies that 
additional storage is required by Transcontinental, or for that matter, by 
virtually every other pipeline. Indeed, if there is any common denominator 
in pipeline certificate application records before us, it is the insistence by all 
parties that storage near markets should be developed by long line pipelines. 

Concededly, the gas from the facilities proposed in the dockets seeking au- 
thority to bring additional gas from the Southwest will be usable in these 
facilities. Quite properly we have refused to certificate these facilities without 
a thorough examination of the proposals of the parties. And if not certificated, 
or if certificated under conditions which are rejected, some other means must 
be adopted to make the storage project economically feasible. The customer 
companies have not yet agreed to curtail summer takes enough to render the 
project feasible for more than two years without additional gas from Trans- 
continental or someone. The point is, however, that unless the facilities involved 
in G—13793 are built this year, it may be another entire season before any gas 
from whatever source, is available for base or top storage. And this project is 
of sufficient value and importance, and its need is so demonstrable and recognized, 
that it should not be deferred any longer than absolutely necessary. 

I am not ready to assume that a universally recognized need for additional 
gas for this eminently desirable purpose will not be met from some source on 
terms and conditions required by the public convenience and necessity. Neither 
am I ready to assume that the customer companies will refuse to “back-off” 
on their summer takes after two years in the event more gas is not immediately 
available by that time. Yet, we have to make such assumptions in order to 
refuse to certify these facilities now, because they will be uneconomic only if 
no gas whatsoever is available. 

Because of the insistence of this Commission, Transcontinental’s customers 
are now served on tariffs which contain terms and conditions authorizing 
Transcontinental to curtail sales of boiler-fuel gas “on an equitable basis, when 
in [Transcontinental’s] opinion, [it is] required by [Transcontinental] for use 
in its underground storage facilities * * *.”* This authority is limited to 65% 
of the maximum contract demand during the year. Off-peak gas normally sold 
to its customers during the summer for boiler-fuel use will be utilized in the 
first year or two in the Leidy pool. Evidence in the G—13143 docket discloses? 
that at least 35 million Mcf per year is used by its customers for boiler fuel 


1Section 2 (b), General Terms and Conditions. 
2 Docket G—18143: Exh. 22, plate 11, line 21, (Consolidated Edison) ; Exh. 20, sheet 3, 
(Brooklyn Borough) ; Exh. 24, p. 1, (Delaware Power and Light Co.) ; Exh. 26, p. 7, (Long 


Island Lighting); Tr. 727, (Philadelphia Electric) ; Exh. 21, p. 1, Tr. 677, (Brooklyn 
Union). 
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and very probably much more. Even on this conservative assumption the 15 
million Mcf per year needed to provide working storage in the Leidy pool 
would be available under presently certificated quantities and at the option and 
under the terms of presently effective tariffs. Accordingly, even on the most 
unrealistically pessimistic assumption that no solution will be found for the 
growing needs for natural gas in the Northeast, this project is operable and of 
distinct benefit to the public interest. 

These responsible companies, invested with a utility obligation to meet their 
customers’ needs, must meet that obligation. Similarly, the producers who seek 
authority to make new quantities of gas available are natural gas companies, 
or will be upon commencement of deliveries. They are not free to disregard 
the public interest to their private gain, once the dimensions of that public 
interest have been defined by this Commission, the body having jurisdiction 
so to define them. I am not ready to presume that producers or pipelines or 
distributing companies will default in their responsibility, or that they will 
reject certificate authority on terms required by the public convenience and 
necessity, because the dimensions of that responsibility are not agreeable to them. 

Even on the assumption of such corporate irresponsibility, however, it is un- 
realistic to assume no gas will be available from any of the sources now bringing 
gas to the Northeast, or that Transcontinental will refuse to use the tariff 
authority it now has to curtail boiler-fuel use. The development of Trans- 
continental’s storage is something this Commission quite properly has been 
trying to encourage. In fact, we have ordered it. We should not discourage 
such salutary compliance at this point, particularly when the discouragement 
is based on an assumption that a uniformly recognized need for gas will be 
frustrated by the refusal of some of the parties involved to do business on any 
terms which the authorized regulatory agency finds will be consistent with the 
public interest. 

The application for reconsideration of the order of May 16, 1958 in this pro- 
ceeding, insofar as it concerns Docket No. G—13793, should be granted, the appli- 
eation to sever should be granted and a certificate should issue forthwith. I 
dissent from so much of this order that provides otherwise. 

The balance of the application for reconsideration has been denied by the 
order herein and I concur in so much of it that does so. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


UNITED STATES DEPARTMENT OF THE INTERIOR, SOUTHWESTERN 
POWER ADMINISTRATION, DOCKET NO. IT-5971 


ORDER CONFIRMING AND APPROVING RATE SCHEDULE 
(Issued June 11, 1958) 


Pursuant to the Flood Control Act of 1944 (58 Stat. 887), the Secretary of 
the Interior on behalf of the Southwestern Power Administration (SWPA), on 
May 5, 1958, submitted for confirmation and approval a schedule of rates and 
charges for the sale of interruptible capacity and accompanying energy in 
SWPA’s service area. The proposed rate schedule will supersede the presently 
effective Rate Schedule “IC”, for the sale of interruptible capacity which was 
approved by the Commission on August 9, 1957, for a five-year period. Approval 
of the proposed schedule is requested for the remainder of the five-year period, 
which terminates August 9, 1962. 
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The proposed rate schedule retains the same capacity charge of 4.5¢ per kw 
per day but provides that at the option of SWPA, the energy shall be charged at 
the rate of 2 mills per kwh or returned as scheduled by SWPA within a 12- 
month period. In the event SWPA elects to have the energy returned and 
the purchaser fails or refuses to do so within the 12-month period, the purchaser 
will be billed at the rate of 5 mills per kwh for the energy not returned. 

The Secretary of the Interior states that the proposed rate schedule should 
afford a greater uniformity and flexibility in the disposition of interruptible 
capacity and permit the sale of accompanying energy, rather than its return, 
under favorable water conditions. The proposed rate schedule is as follows: 


SCHEDULE OF RATES FOR WHOLESALE POWER SERVICE (INTERRUPTIBLE CAPACITY) 
Available: 


In the service area of the Southwestern Power Administration (Government), 
at such times and in such amounts as the Government, in its sole judgment, 
determines is available. 

Applicable: 

To wholesale power customers who, by contract, purchase and receive inter- 
ruptible capacity at points of delivery on transmission facilities owned by the 
Government, or at points of delivery on transmission facilities the capacity of 
which is available to the Government if the customer reimburses the Govern- 
ment for expenses incurred by reason of the use of such facilities for the delivery 
of such capacity. 


Character of Service: 

Interruptible capacity will be delivered as three-phase alternating current, at 
a frequency of approximately 60 cycles per second, and at such points of delivery 
and voltages as are specified by contract. 
Demand Charge: 

$0.045 per killowatt per day of billing demand. 
Billing Demand: 


The billing demand for any day shall be an amount equal to either: 

(i) the scheduled demand or the greatest 30-minute integrated demand re- 
corded during such day, whichever is greater, if the customer scheduled and 
received only interruptible capacity from the Government during such day, or 

(ii) the greatest scheduled demand for interruptible capacity during such 
day, if the customer scheduled and received firm or peaking power capacity from 
the Government during such day. 


Energy Charge or Exchange: 


Energy received in connection with or incident to the purchase of interruptible 
eapacity, at the option of the Government, shall be either: 

(i) purchased by the customer at the rate of two mills ($0.002) per kilowatt- 
hour, or 

(ii) returned by the customer to the Government kilowatt-hour for kilowatt- 
hour, as scheduled by the Government, within 12 months after the receipt of such 
energy, but at a rate of delivery which is within the capacity available from the 
customer’s generating facilities in excess of that required for service to its 
customers. 

If the Government elects to require the return of energy received by the cus- 
tomer in connection with or incident to the purchase and receipt of interruptible 
capacity, as provided in Part (ii), above, and if the customer fails or refuses to 
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return all or any part of such energy as scheduled by the Government within the 
said 12-month period, then and in that event, the customer shall compensate the 
Government at the rate of five mills ($0.005) per kilowatt-hour for each kilowatt- 
hour of such energy scheduled but not delivered within such period. 

Notice of the request for approval of the proposed rate schedule was sent to 
state officials, other interested parties and published in the Federal Register on 
May 22, 1958 (28 FR 3561-3562), stating that anyone desiring to make comments 
or suggestions for Commission consideration should submit same on or before 
June 2, 1958. No comments or suggestions were received. 






The Commission finds: 





The proposed rate schedule for the sale of interruptible capacity and ac- 
companying energy in SWPA’s service area which will supersede Rate Schedule 
“IC”, for a period beginning with the date of this order and expiring August 9, 
1962, will not be inconsistent with the provisions of the Flood Control Act of 1944. 










The Commission orders: 





The proposed SWPA’s rate schedule filed May 5, 1958, to supersede SWPA’s 
Rate Schedule “IC”, all as set forth above, is confirmed and approved for a 
period beginning with the date of issuance of this order and terminating August 
9, 1962. 






UNITED GAS PIPE LINE COMPANY, DOCKET NO. G-12712 
WILLIAM T. BURTON INDUSTRIES, INC., DOCKET NO. G-—12714 























ORDER ADOPTING DECISION OF PRESIDING EXAMINER 
(Issued June 12, 1958) * 


Syllabus 





1. Commission concludes, based on precedent and on the evidence in these pro- 
ceedings, that a rate condition should not be imposed to the issuance of 
this independent producer certificate. P. 939. 

2. Commissioner issues certificate of public convenience and necessity under 

Section 7 of the Natural Gas Act to applicants. P. 941. 


Commissioner CoNNOLE dissenting. 





Vernon Woods, W. O. Crain, C. H. Lewis, and George D. Fiser for United Gas 
Pipe Line Co. 

Robert B. Lawes for William T. Burton Industries, Inc. 

John Paul Geneau and Robert L. Russell for the staff of the Federal Power 
Commission. 





Before Commissioners: Frederick Stueck, Acting Chairman ; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 










The presiding examiner’s decision determining that certificates of public con- 
venience and necessity should be issued to United Gas Pipe Line Company and 
William T. Burton Industries, Inc. under Section 7 of the Natural Gas Act was 
issued May 21, 1958. Exceptions were filed by the staff of this Commission. 





The Commission finds: 





(1) Upon consideration of the entire record in these matters, including oral 
and documentary evidence and the briefs filed before the presiding examiner, the 


*Initial decision appears on p. 932. 
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decision of the presiding examiner, and the exceptions thereto, the decision of 
the presiding examiner issued May 21, 1958, should be adopted as the decision 
of the Commission. 

(2) The exceptions filed herein to the decision of the presiding examiner 
should be denied. 


The Commission orders: 


(A) The decision of the presiding examiner issued herein on May 21, 1958, is 
hereby adopted, and such decision will become the decision of the Commission 
as of the date of issuance of this order. 

(B) The exceptions filed by the staff of this Commission to the decision of the 
presiding examiner are hereby denied. 


Commissioner Connole dissenting. 


ConNoLE, Commissioner, dissenting: 

This certificate should not issue without consideration of the effect this par- 
ticular sale and the effect the “Seaboard’’’ policy will have on the gas supply 
picture nationally. For reasons immediately apparent to anyone who has spent 
any time on the gas supply and price problem, continuing failure to resolve 
producer pricing principles in rate proceedinges before us makes it increasingly 
imperative that we make every effort to stem the tide of rising prices by some 
other means. The only means reasonably available now is the right to permit 
new sales only at prices shown to be required by the public convenience and 
necessity. I have shown repeatedly how this can be done easily and fairly and 
constitutionally. 

This certificate is issued because the narrow interpretation of the language 
in the Seaboard decision seems to afford no choice. As I pointed out in my 
separate statement in Seaboard, the language in that order was overly restrictive. 
I predicted it would unduly hamper the exercise of our responsibilities. This 
action confirms that statement. 

Therefore, I dissent from this order which, without price condition, certificates 
a producer sale on the grounds that the public convenience and necessity requires 
a price higher than any price on file as of October 15, 1957? in the area and more 
than twice the average rate then being paid by United Gas Pipe Line Company 
in the State of Louisiana. 

DECISION 


UPON APPLICATIONS PURSUANT TO SECTION 7 (C) OF THE NATURAL GAS ACT FOR 
CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued May 21, 1958) 


Simpson, Presiding Examiner: On June 10, 1957, United Gas Pipe Line Com- 
pany (United) and William T. Burton Industries, Inc. (Burton), hereinafter 
sometimes collectively referred to as Applicants, filed in Docket Nos. G-12712 and 
G-12714, respectively, their applications for certificates of public convenience 
and necessity, pursuant to Section 7 (c) of the Natural Gas Act (Act). United 
seeks, under its application, authorization to construct and operate approximately 
6.3 miles of 10-inch lateral supply line extending from a point of connection on one 
of its existing 16-inch lines thence to the Bayou Des Allemends Area, La Fourche 
and St. Charles Parishes, Louisiana, with a meter and separator at the end 
thereof, together with approximately 0.1 mile of 6-inch lateral line tapping 


1 Matters of Seaboard Oil Company, et al. (G—11970, et al.), Opinion 309, 19 F. P. C. 416. 
2 One day prior to the date of order fixing date of hearing. 
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the aforesaid proposed 10-inch lateral near its terminus in said area, and a 
meter and separator also located at the end of said 6-inch lateral. Burton pro- 
poses, under its application, to sell natural gas in interstate commerce to United 
for resale and has entered into a 20-year sales contract with United, dated 
May 25, 1957, under the terms of which Burton has dedicated to the performance 
thereof, all of the natural gas, subject to certain reservations, produced from 
its interests in all lands and leaseholds now owned by Burton in the Bayou 
Des Allemends Area, above. The initial price for gas to be sold under the con- 
tract is 21.25¢ per Mcf (15.025 psia) plus the Louisiana severance and gathering 
taxes of 1.3¢ per Mcf. 

On August 16, 1957, the Secretary entered Notice of Applications, Consolida- 
tion and Date of Hearing, providing that a hearing be held on a date therein 
fixed concerning the matters involved in and the issues presented by such ap- 
plications and on September 20, 1957 entered Notice of Postponement of Hearing. 
On October 16, 1957, the Commission issued its Order on Motions and Fixing 
Date of Hearing and pursuant thereto a hearing was held in these proceedings 
commencing and concluding on November 21, 1957. Applicants waived the filing 
of initial briefs and, accordingly, the Staff filed its brief on December 6, 1957, 
United its reply brief on December 17, 1957, and Burton its memorandum brief on 
December 18, 1957. Applicants’ motion made orally upon the record to omit the 
intermediate decision procedure pursuant to Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was denied by the Commission by order issued 
November 29, 1957. 

THE ISSUES 


Pursuant to the provisions of Section 7 (c) and (e) of the Act the principal 
issues in a certificate proceeding are: 

(1) Are Applicants natural gas companies and “qualified” within the mean- 
ing of the Act? 

(2) Are the Applicants, respectively, able and willing properly to do the acts 
and to perform the service which each proposes, and to conform to the pro- 
visions of the Act and the requirements, rules and regulations of the Commis- 
sion thereunder? 

(3) Is the proposed service, sale, operation, construction or extension required 
by the present or future public convenience and necessity? and 

(4) Are terms and conditions required by public convenience and necessity to 
be attached in connection with the issuance herein of any certificate, and if so 
what terms and conditions? 


CONTENTIONS 


Staff contends, in effect, that certificates of public convenience and necessity 
should be issued in the instant proceeding but that certificates so issued should be 
conditioned to provide for the sale and delivery of natural gas from the reserves 
involved at an initial price no greater than the highest generally prevailing in 
the area, to-wit, allegedly 18¢ per Mcf including reimbursement for all taxes. 

United contends in substance that the service proposed by it in this proceeding 
is a consistent part of United’s established policy of acquiring and maintaining 
reserves to meet the present and future requirements of its customers, that the 
price which it has agreed to pay for the gas which it here desires to purchase was 
determined on the basis of specific competition therefor, that it was able to pur- 
chase the gas for a price less than that offered by two other pipelines, and that 
the service should be certificated as prayed for. Burton adopts as its brief the 
brief filed herein on behalf of United. 


554728—61—_61 
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THE EVIDENCE 


Corporate and Interstate Features—Jurisdiction 


United is a corporation organized under the laws of the State of Delaware, 
with its principal place of business at Shreveport, Louisiana. It is authorized 
to do business in the States of Alabama, Louisiana, Mississippi, Oklahoma and 
Texas. William T. Burton Industries, Inc., was organized in 1955 under the laws 
of the State of Louisiana for the purpose of acquiring all of the assets of William 
T. Burton, and has its principal place of business at Sulphur, Louisiana. 

The Bayou Des Allemands field is located in Township 15 South and Range 
20 East, St. Charles and La Fourche Parishes, Louisiana. The Burton acreage 
is located on the north flank (part of Sections 8, 11, 18, 17, 18 and all of 
Sections 7 and 12) and is principally productive of natural gas. Burton owns 
the controlling interest in the underlying gas so far as selling is concerned, 
with the duty to account to royalty owners for their proportionate share of the 
revenues. The gas originating in the field will move up to and through the 
line which United proposes to construct to tie into its line that runs between 
Lirette, Louisiana, and Mobile, Alabama, thus flowing out of Louisiana in a 


northeasterly direction to serve consumers in south Mississippi and the Mobile 
area. 


mn 


T\e proposed transportation and sale of natural gas by United and the pro- 
posed sale by Burton is a transportation and/or sale, respectively, of natural gas 
in interstate commerce for resale for ultimate public consumption and United 
and Burton are each natural gas companies within the meaning of Section 1 (b) 
of the Act and the proposed construction of facilities and transportation and 


sale of natural gas are in each instance subject to the provisions of Section 7 (c) 


thereof. 
The Projects-Physical Equipment 


To connect the Burton reserves United proposes to construct 6.3 miles of 
10-inch and 0.1 mile of 6-inch tap line, two purchase meter stations, with a 
separator installation and appurtenant facilities, as aforesaid, the lines to 
begin near Section 13, Township 15, South, Range 20 East, and extend in a 
northwesterly direction through marshlands and other low wet country to end 
at the 16-inch pipeline of United that extends from Lirette Field in Southeast 
Louisiana to the Mobile, Alabama, area. The proposed and existing lines will 
connect at approximately Milepost 33 in the vicinity of Section 32, Township 14 
South, Range 20 East, St. Charles Parish, Louisiana. United estimates con- 
struction can be completed within four (4) months from the date such 
construction is begun, assuming no unusual delays. 

Burton proposes to construct or operate no major or appurtenant properties 
or facilities other than LTX dehydration equipment. It will make delivery 
to United at two points in the field. 

It is estimated that the field, which is not yet fully developed, has a de- 
liverability of 10,000 to 15,000 Mcf per day, that United will purchase between 
2,000,000 and 4,000,000 Mcf during the first year after deliveries commence, that 
after the area has been fully developed the deliverability will be in the order 
of 40,000 to 50,000 Mcf per day, and that United will then purchase an estimated 
9,000,000 to 12,000,000 Mcf each year. The proposed facilities are designed for 
the larger deliveries. 

The foregoing estimates of deliverability are undisputed and appear to be 
reasonable, and the proposed facilities adequately related thereto. 
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Estimated Cost of Construction 


United estimates that its facilities, consisting of pipe line, meter stations and 
scrubber installation, including land, rights-of-way damages, survey, materials, 
installation, overhead, interest and contingencies, will cost a total of $385,427, 
which United’s officer witness testified represents a relatively minor expense for 
connecting up such a reserve. 

The construction and operation of the proposed facilities will be supervised 
by United’s present staff. The estimated cost, though higher than normal be- 
cause of the low-lying and marshy character of the terrain and probable extra 
cost to the contractor in the way of barges and heavy equipment, is substantially 
in line with the costs currently being experienced by United for similar con- 
struction in the general area. 

These estimates of costs of construction are undisputed and appear reasonable. 
Financing 


United proposes to finance the above estimated cost of facilities out of its 
current working funds. Its balance sheet as of March 31, 1957, and income 
statement for the twelve months ended on the same date, appearing as Exhibit 
L of its Application herein, was not offered or received in evidence, but there is 
no doubt, and no participant raises any question as to United being able to 
finance its proposed facilities. 
The Gas Purchase Contract, Reserves 


The Bayou Des Allemands field was discovered in 1938 and was subsequently 
developed as an oil field. Reservoirs of natural gas have been discovered in 
more recent years and, in most cases, at greater depths than accumulations of 
oil. The field structure is a faulted piercement salt dome. 

The Burton interests in the field were acquired by a lessee’s farm-out agree- 
ment with Stanolind Oil and Gas Company (now Pan-American Petroleum 
Corporation) and by ownership of the so-called Dufrene lease of some 157 acres. 
In all Burton has the right to dispose of 100% of the production from some 1600 
acres, or more. 

The 20-year term gas purchase contract dated May 25, 1957, aforesaid provides 
for two field delivery points and for the purchase by United of certain annual 
minimum quantities during each contract year at a certain stated monthly mini- 
mum rate. The annual minimum is a quantity equal to fifty million (50,000,000) 
cubic feet for each billion cubic feet of Burton’s reserves in terms of estimated 
total quantity of recoverable gas owned by Burton and contained in the various 
gas-bearing formations underlying the latter’s lands and leaseholds subject to 
the terms of the agreement. If such reserves are determined to be less than 
36% billion cubic feet, subject to Burton’s delivery capacity, United is required 
to take a daily average of 5,000,000 cubic feet. However, under Article III, upon 
execution of the agreement Burton is initially required to estimate its reserves 
by its “best judgment,” upon the basis of which the parties are to arrive at an 
agreement with respect thereto or submit the matter to arbitration, but due to 
current drilling this is not usually done until shortly before the facilities are 
connected up. The gas is to be delivered as produced in its natural state free 
of any objectionable liquids and solids at the working pressure in United’s line 
but not in excess of 1000 psia. It shall be merchantable and its heating value 
may not be reduced by Burton below 1,000 Btu per cubic foot. 

The Burton interests have drilled a total of fourteen (14) wells on the farm-out 
acreage, two of which are presently producing oil, five are capable of producing 
gas and gas distillate, five were dry holes and two are now nonproducing, having 
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been oil wells. One well on the Dufrene tract is also capable of producing gas. 

Gas reserve estimates of the Burton acreage are based on the conventional 
volumetric method and, because of the absence of measured reservoir data, rest 
on various estimated factors for drainage area,” porosity, connate water, reservoir 
temperature and pressure, and deviation, according to regional experience data. 
United’s reserve witness divided the productive Burton leases into a North area 
to include the wells in Sections 11 and 12 and a South Area to include the wells 
in Section 13. Presently proved recoverable gas reserves found by this witness 
are as follows: 





Initial re- 
coverable Well com- 
gas at 85 pletions 


percent RF 





(MMef at 

North area (sections 11 and 12): 14.9 psia) 
I MD SII 5 jhe leita ccs deci ncvtcchedeheitepinnin btcalestalioneitedaidiiialinsiakiaibind Bibetocloted 2, 625 1 
11,200 foot zone_- 10, 065 12 
11,850 foot zone._............ 2, 880 1 


12,000 foot zone 





South area (section 13): 











i I I oicccnnimttesietieris ones echiestetbinbensiin ests easni ceettadhtiainsivcsialnataciaipeaaa 646 |-------------- 
4,930 foot zone. ............ | |, 
6,300 foot zone__......... aa | 1, 187 1 
i iictssittnicndebineiniparnmaaniininviinnivinindianintisilinicnleg | 7, 868 | 2 
a 

I soo ccnictsctncaetenddstbacamiuckesbubtnedacndnsbatbbanil 2 26, 147 37 





1 Three other wells are common to this reservoir. 

217. e., 26,448 M Mef at 14.73 psia. 

3 The testimony is somewhat confficting as to whether this total should be 6 or 7 wells. The 7th well was 
never mechanically completed due to drilling difficulties. 


Generally the productive sand bodies on the Burton leases are not considered 
to extend outside of the lease boundaries to competitive acreage.* The reserve 
witness was also of the opinion that the prospect of future gas discovery on the 
deep north flank of the field, owned almost entirely by the Burton interests, is 
favorable. Burton intends drilling additional wells using the funds which it re- 
ceives from the sale to United to do additional developmental drilling. United’s 
witness, in charge of gas supply for that company, testified that the Burton acre- 
age represented a typical field in the area, that it has a good chance of having 
more reserves than estimated to be available at the present time, in any event 
enough to justify construction of the line, and he expected that within a short 
time, probably with additional development, the acreage would be able to deliver 
40,000-50,000 Mcf a day. The Executive Vice-President of Burton testified that 
the existing six wells are presently capable of enabling Burton to at least carry 
out the aforesaid terms of its contract with United‘ and that Burton is in a 
present position to commence immediate deliveries upon the issuance of a certifi- 
cate and the completion of United’s connecting line. 

There is no dispute as to the foregoing testimony and it is found, on the evi- 
dence of record, that Burton’s initial recoverable reserves total some 26,147 


1 The gas wells were completed during the period 1950-1954. 

2 Nominal drainage area assigned to the particular sand member depending on the extent 
of sand development as observed on well logs. 

® The remaining gas in this field not owned by Burton has already been sold to another 
pipe line company. This acreage lies apparently to the south of the Burton acreage. 

*I. e., capacity to deliver up to an average of some 10,000 Mcf per day. 
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MMcf (14.9 psia) or more, that Burton is capable of delivering to United the 
contract minimum average daily take of 5,000 Mcf and of maintaining the con- 
tract delivery capacity equal to a daily average of 10,000 Mcf in the premises, 
free of any objectionable liquids or solids at the working pressure in United’s 
lines as limited by the terms of the agreement, and that Burton’s reserves and 
deliverability are enough to justify construction of United’s proposed tap lines 
and appurtenant facilities. 


Public Convenience and Necessity 


During the past 20 years United’s consumers have called upon the system to 
supply a demand which has risen from 263 billion cubic feet (1937) to in excess 
of one trillion cubic feet a year. To meet these constantly rising demands it 
has been necessary for United throughout the years to continually add reserves by 
acquisition of new gas through gas purchase contracts and it is still essential that 
United replace gas sold by it each year through such contracts for natural gas 
wherever it can be found though varying in volumes. Thus the acquisition of 
the gas in this case is but a step in the current addition of reserves to enable 
United to meet the requirements placed upon it by its consumers, immedately or 
as expected for the future, particularly with respect to its ability to meet existing 
peak day demands. Although this particular gas can flow only toward the Mobile 
(Alabama) area, gas on the lower end of the system, for instance, can be offset 
and move through United’s existing 20-inch line and 30-inch line to Kosciusko, 
Mississippi. 

The acquisition of the natural gas by United and the construction of the 
facilities to be used in connection therewith, all as here proposed by United, 
and the sale proposed by Burton is and will be required by the present and 
future public convenience and necessity. 


Conditions to Certificate 


Staff proposes a condition to be attached to the certificate limiting the price 
to be paid for gas to be purchased by United from Burton thereunder to “the 
highest generally prevailing and representative price existing in the Area” 
which it asserts is 18¢ per Mcf including reimbursement for all taxes. 

Burton has endeavored to market the gas from its Bayou Des Allemand’s 
field since at least 1951. Its earlier efforts to do so involved refusals by it of 
initial prices offered by Transcontinental Gas Pipe Line Company (Transco) 
of 16¢ per Mcf and by Southern Natural Gas Company (Southern) of 12¢ per 
Mcf in 1951, 8.997¢ per Mcf by United in 1951 and 1953, and subsequently 16¢ 
per Mcf by Columbia Gas Service Corporation, 21.5¢ per Mcf (plus taxes) by 
Southern, and 21.5¢ per Mcf (plus taxes) by Transco under the latter’s existing 
contract with other producers in this same field. Burton has thus elected to 
maintain its farm-out lease by oil production and, since 1953, its Dufrene lease 
by the payment of shut-in gas royalties in the annual amount of some $3,000. 

The terms and conditions of the immediate contract between United and 
Burton were determined after negotiations between the parties over a period 
of approximately three months. None of the contract provisions or clauses 
dealing with the quality, volume, delivery pressure, acreage potential, or take 
or pay requirements had any effect on the price provisions except that the nego- 
tiations were for one thousand pound dehydrated gas. What did have the most 
immediate effect upon the price was the competition for the gas which United 
faced in the area. United’s officer witness testified that the price of 21.25¢ 
per Mcf was the least price at which it was able to purchase Burton’s gas and 
that the price reflected the competitive 21¢-21%4¢ price (plus tax rebursement) 
established by other pipe line companies in the general area, as well as Transco’s 
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21144¢ payment for gas from this same field at approximately the same period 
of time. In summary United decided that it would like to have the reserves 
and tried to make the best deal it could. 

United has no “favored nations” clauses in its contracts and, accordingly, 
the price in the Burton contract herein will not “trigger” any provisions in 
United’s other contracts, and the price will proportionately and finally have an 
infinitesimal effect on the sale price to United’s ultimate consumer. There is 
no affiliation between United and Burton, neither is indebted to the other, nor 
is any Officer of one an officer of the other. 

Staff’s witness assembled rate schedules on file with the Commission as of 
October 15, 1957, for five parishes in South Louisiana (La Fourche, Terrebonne, 
St. Charles, Assumption, and Jefferson) which contain rates which have been 
accepted by the Commission or are otherwise effective. The five parish area 
was selected, as compared with other areas tested, on the basis of equating the 
so-called rate distribution frequency with that for the whole of South Louisiana, 
which latter is usually considered, geologically, as one producing district.‘ 
The five parish area represents 20% of the total rates on file for South Louisiana 
and includes 6 of the 9 major pipe line companies purchasing gas therein. 
The witness’ factual conclusion from this data was that Burton’s proposed initial 
rate herein is higher than the prices contained in his assembled rate schedules, 
above. However, he made no investigation to determine whether the Com- 
mission had permitted or approved prices above 20¢ per Mcf or more in other 
parishes. 

The derivation of the 18¢ per Mcf limitation by Staff’s witness does not 
readily appear and was not explained during the course of the testimony. The 
rate of 18¢ per Mcf (including taxes) appears in three contracts between 
producers and Tennessee Gas Transmission Company in Terrebonne Parish, 
entered into in 1955 and 1956 and eight contracts between producers and 
the same pipe line company in La Fourche Parish, entered into in the years 
1955, 1956, and 1957, and one contract between a producer and the same company 
in Assumption Parish (all Louisiana) in 1955. Staff’s witness’ exhibit reflects 
both lower and higher prices for natural gas purchased in each of these 
parishes in some of these same years by other pipe lines, lower in sales to 
United Fuel Gas Company and United Gas Pipe Line Company in Terrebonne 
Parish, to United Fuel Gas Company in La Fourche and St. Charles Parishes 
and to Southern Natural Gas Company in Jefferson Parish, and higher to United 
Gas Pipe Line Company in Terrebonne Parish, to Texas Gas Transmission 
Corporation and Southern Natural Gas Company in La Fourche and Assumption 
Parishes, and to the latter (Southern) in Jefferson Parish (all Louisiana). 
While some of the higher prices are subject to refund or to a Section 5 (a) 
investigation others, as initial rates, are not, and even the 18¢ and lower 
rates are in some instances subject to the same type of inquiry or condition. 

Staff’s exhibit contains no rate as high as the total of 22.55¢ per Mef (including 
taxes) proposed in the Burton-United contract. The rates which are the 
closer to this level are those of 21.3¢ per Mcf (including taxes) appearing in 
the instances of two producer contracts in Terrebonne Parish with United. 

United introduced in evidence various (1956 and 1957) contracts between 
producers and Transcontinental Gas Pipe Line Corporation for gas sold in 
St. Charles and La Fourche Parishes at an initial price of 21.5¢ per Mcf plus 





6 The comparative rate distribution frequencies are as follows: 

In five In South 
Rate parishes Louisiana 
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1.3¢ tax reimbursement (Docket No. G—13143) ; the CATCO group of contracts 
with Tennessee Gas Transmission Corporation at 22.4¢ per Mcf (including 
taxes) for “off-shore” gas (G—11024, etc.) ; contracts with the Columbia Gas 
System and various producers in Vermilion Parish at initial prices of 21.4¢ 
and 21.2¢ per Mcf (Docket Nos. G-11799 and G—11880); and contracts 
of Southern Natural Gas Company covering the purchase of natural gas in 
several fields in South Louisiana at initial prices of 21.55¢ per Mcf (G—12142). 
Of these United asserts all in the last three groups are effective under 
certificates issued by this Commission. All have take or pay provisions, but 
the average daily quantities in terms of Mcf vary, as do the provision for 
minimum and maximum quantities. Other contract factors appear to have 
no direct or consistent effect upon price. 

There is no question but that the Commission may, after an examination in 
certificate proceedings of the rates proposed by a producer Applicant, attach 
rate conditions to certificates issued under Section 7 of the Act;° but the 
Commission has recognized that economic and other conditions presented in 
certificate applications filed by independent producers are substantially different 
from those presented in certificate proceedings filed by interstate pipe line 
companies and has, generally, not deemed it prudent to expend the time required 
to inquire into and resolve the question of the reasonableness of rates in the 
usual producer certificate proceeding.” Nevertheless the economic effect of 
the proposed prices upon the pipeline’s service is an element of the statutory 
issue of ability to perform and of the effect upon public convenience and 
necessity ;® and here the Applicant-seller has the burden of proving all elements 
of its application so that the Commission may conclude that the service proposed 
is or will be required by the public convenience and necessity, and a vital element 
of such proof may well concern the rates proposed.’ 

On the other hand the determination that a sale by an independent producer 
is at arm’s length is not solely sufficient in the determination of reasonableness 
of rates.° However, in its order issued in Matters of Alabama-Tennessee Natural 
Gas Company, et al. (G—2534, September 23, 1955), the Commission declined 
to take any action respecting the initial price of the gas, in substantial part 
because there was no evidence of record offered by the interveners to show 
that the proposed price was excessive, unjust and unreasonable;“ and in its 
order issued June 24, 1957, in Matters of Continental Oil Company, et al., 
(G—11024, etc., 17 F. P. C. 880), i. e. the CATCO case, the Commission issued 
certificates without a rate condition on the ground, in part, that “as far as 
the public is concerned, the precise charge that is made initially is less important 
than the assurance of this great supply of gas.” It went on to say that the 
record did not show that the 21.4¢ per Mcf (plus 1¢ Louisiana gathering tax) 
there involved was necessarily excessive, that the authority conferred by 
Sections 4 and 5 of the Act, among other things, enabled it to adequately protect 
the public interest with respect to the matter of price, and that the price would, 
by other orders, be subject to prompt investigation under Section 5 (a) as to 
its reasonableness. 


® Matters of Anthony J. Tamborello, et al. (G—3045, ete., 1955) Op. No. 287, 14 FPC 
123, 125, and cases cited; also Matters of Cities Service Gas Co., et al. (G—2569, etc., 
1955) Op. No. 288, 14 FPC 134, 142, the “Signal” case. 

7 Matters of Anthony J. Tamborelio, et al., supra, p. 126. 

8 Tbid., p. 126. 

® Matters of Cities Service Gas Co., et al. (G—2569, ete., 1955) Op. No. 288, at p. 145. 

In the Matters of Cities Service Gas Co., et al. (G—2569, etc., 1955) Op. No. 288, at 
p. 145. 

11 See, Matters of Cities Service Gas Co., et al. (G—2569, etc., 1955) Op. No. 288, at 
p. 144, 
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Imposition of a rate condition calculated to maintain an area price at an 
existing rate so as to prevent a radical disturbance of the rate status quo and 
resulting harm to the customers of public utilities purchasing gas in the area 
(without determining the just and reasonable rate in a certificate proceeding) 
is the crux of the earlier “Signal” case,” and necessity justifies the imposition 
of a rate condition. The addition of the Burton reserves is relatively small, but 
size alone is not of controlling significance as the acquisition proposed constitutes 
a part of a program pursuant to which United is constantly augmenting its 
total reserves against estimated future customer requirements. Further, other 
pipelines have actively bid for the same reserves, indicating that possession 
thereof is of practical value in pipe line operation. 

That rate matters belong generally and more properly in Section 5 (a) pro- 
ceedings rather than in certificate proceedings is generally established by the 
Commission’s findings and conclusions in the “Tamborello”, “CATCO” and 
“Seaboard” cases,” as well as the Commission’s recent Order issued in Matters 
of Sunray Mid-Continent Company, et al., (G—12211, etc., May 9, 1958) in which 
latter the Commission said, quoting from the “Seaboard” case: 


The proper administration of the Act demands a close adherence to the 
intended scheme of the statute; and several objectives of the Act can best 
be achieved by following the channels specifically designed for the attainment 
of each. So that, although in a proper case the element of price may be con- 
sidered in passing on a certificate application under the Act, the principal 
place for the consideration of matters of rate level is in rate proceedings. 
(19 FPC 618, 619) 


While as already indicated, in some cases the Commission has issued certifi- 
cates and has simultaneously entered upon an investigation of the price for the 
proposed sale under Section 5 (a) of the Act, its experience as related in the 
“Seaboard” case has shown that where the price for the proposed sale has been 
arrived at on an arnrs-length basis the imposition of a rate condition under 
Section 7 (e) is neither a proper nor practicable means for protecting the con- 
sumer against prices which may not have been shown to be just and reasonable, 
and that the primary instrument for the protection of the consumer against 
excessive rates is the means afforded by the rate provisions of the Act. 

The initial price here involved of 22.55¢ per Mcf, including state severance and 
gathering taxes, in all compares favorably with the price of 23.9¢ per Mcf in- 
volved in certificate proceedings in Matters of Tewas Eastern Transmission 
Corporation, et al. (G—12446, etc.) ** where certificates of public convenience 
and necessity were authorized, subject to Commission review, without the im- 
position of a lower rate condition as the initial rate for the sale of natural gas 
from the Rayne Field, Acadia Parish, Louisiana. 

It is concluded on precedent, and on the evidence in these proceedings, that a 
condition fixing the level of rate at 18¢, as proposed by Staff, or at any level 
lower than that contained in the Burton-United contract, would be without 
sound foundation and improper as a condition based upon the provisions of 
Section 7 (e) of the Act. This is not to say that the proposed rate is just and 


12 Thid., at pp. 19-20, see pp. 23 and 24. 

143 Indeed, in view of the holding in Mississippi Power & Light Co. v. Memphis Natural 
Gas Oo. (CA 5, 1947) 162 Fed. (2d) 888 that the “favored nation” clause became inopera- 
tive after the passage of the Natural Gas Act it would seem that the redetermination clause, 
a fortiori, comes under the same ban (cert. was denied in the Court of Appeals case at 322 
U. 8S. 770). “Tamborello” and “Seaboard” cases, supra, CATCO: Matters of Continental 
Oil Company, et al. (G—11024, etc.) Order issued June 24, 1957. 
%4 Initial decision issued April 15, 1958. 
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reasonable or that the apparent increasing cost of gas to the pipelines with 
additional increments of gas acquisitions here passes without notice. What is 
said is that the remedy, if such there is, here lies under another section of the 
Act and that public convenience and necessity in this proceeding is largely deter- 
mined by United’s normal program of adding to its reserves as it can, against 
the rising requirements for gas deliveries in its service areas. 

It is also worthy of note that United obtained this source of gas at something 
less than the competitive bids made by Transco and Southern, due to the fact 
that Burton considered United able to make the earlier connection and sooner 
commence the taking of deliveries. 


FURTHER FINDINGS AND CONCLUSIONS 


It is found, on the basis of the evidence of record, that United and Burton, 
each is a qualified Applicant within the meaning of Section 7 (e) of the Act, 
able and willing properly to do the acts and to perform the service respectively 
proposed and to conform to the provisions of the Act and the requirements, 
rules and regulations of the Commission thereunder. 


ORDER 


Upon consideration of the record herein, the contentions and briefs of counsel, 
and for the reasons and upon the findings and conclusions set forth in the fore- 
going portions of this decision, of which this order is a part, 

It is by these presents ordered, subject to review by the Commission on appeal, 
or on its own motion, as provided by its Rules of Practice and Procedure, that: 

(A) A certificate of public convenience and necessity be and the same is hereby 
issued, upon the terms and conditions of this order authorizing the sale by the 
Applicant Burton to United of natural gas in interstate commerce for resale 
together with the construction and operation of any facilities, subject to the 
jurisdiction of the Commission, used for the sale of natural gas to United, as 
hereinbefore described and as more fully described in the application and exhibits 
in this proceeding. 

(B) A certificate of public convenience and necessity be and the same is hereby 
issued, upon the terms and conditions of this order authorizing the Applicant 
United to construct and operate the facilities as hereinbefore described and as 
more fully described in Paragraph (4) of its application and in the exhibits in 
this proceeding. 

(C) The certificates issued herein shall be deemed accepted and of full force 
and effect, unless refused in writing and under oath by Burton and United, 
respectively, within 30 days from the issuance of this order. 

(D) Said certificates are not transferable and shall be effective only as long 
as Burton and United continue the acts or operations hereby authorized in 
accordance with the provisions of the Natural Gas Act, and the applicable rules, 
regulations and orders of the Commission. 

(E) The grant of the certificates herein shall not be construed as a waiver of 
the requirements of Section 4 of the Natural Gas Act, or of Section 154 of the 
Commission’s Rules and Regulations thereunder requiring the filing of rate 
schedules or changes for the services herein authorized, and is without preju- 
dice to any findings or orders which have been or may hereafter be made by the 
Commission in any proceeding now pending or hereafter instituted by or against 
Applicants or either of them. Further, the action in this proceeding shall not 
foreclose nor prejudice any future proceedings or objection relating to the opera- 
tion of any price or related provision in the gas purchase contract herein 
involved. 
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(F) All of the facilities in this Order authorized shall be constructed and 
placed in actual operation within six (6) months of the date upon which this 
Order shall become effective. 

(G) The general terms and conditions set forth in paragraphs (c) (1), (c) 
(3), and (c) (4) of Section 157.20 of the Commission’s Rules and Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (B) hereof, and to the exercise of the rights granted thereunder. 

Ewine G. SIMPSON, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


BARNHART HYDROCARBON CORPORATION, DOCKET NO. G-—13918 


ORDER DENYING RECONSIDERATION AND GRANTING MOTION TO MAKE EFFECTIVE PRO- 
POSED RATE CHANGE UPON FILING OF UNDERTAKING TO ASSURE REFUND OF EXCESS 
CHARGES 

(Issued June 12, 1958) 


Barnhart Hydrocarbon Corporation (Barnhart), on May 13, 1958, filed a 
motion for reconsideration of the Commission’s order issued herein on December 
19, 1957.2. The said order provided for hearing and suspended until June 1, 1958, 
Barnhart‘s proposed change in rate designated Supplement No. 3 to its FPC Gas 
Rate Schedule No. 1. In its motion Barnhart requests that the Commission 
reconsider the action taken by its said order, and upon such reconsideration, to 
rescind said order and allow the said supplement to become effective as of 
January 1, 1958, covering sales to El Paso Natural Gas Company of natural gas 
produced from the Permian Basin. 

Barnhart contends that the Commission’s action is unjustly discriminatory in 
suspending its said Supplement No. 3, providing for a proposed increased rate 
of 11 cents per Mcf, while allowing other producers to increase their rates with- 
out suspension to rates in excess of 10 cents per Mcf for Permian Basin produc- 
tion of like quality natural gas. Barnhart states that the Commission’s action 
results in dissimilar treatment for similarly situated independent producers, in 
administrative unpredictability and in the deprivation of revenues during the 
suspension period without foundation and contrary to the public interest. In 
support of its contentions, Barnhart cites the statement of the Commission’s 
suspension policy contained in Reef Fields Gasoline Corporation (Operator) 
et al., in Docket No. G-14030, and also the proceedings involving four other pro- 
ducers in which proposed increased rates in excess of 10 cents per Mcf for 
Permian Basin production were accepted by the Commission without suspension. 

While the Commission is, of course, cognizant of its actions taken in the other 
proceedings cited, it should be stated at the outset that Barnhart misconceives 
its complaint, and quite noticeably does not cite any applicable section of the 
Natural Gas Act as being in any way violated by the Commission’s order. Aimed 
as the Act is, toward protecting consumers against exploitation at the hands of 
natural gas companies, we do not think that the prohibition in Section 4 of the 
Act against discrimination or preference refers to non-discriminatory rates as 
between such natural gas companies. Nor does it appear that in suspending 


21 By Commission letter of May 9, 1958, Barnhart’s letter of March 13, 1958, requesting 
reconsideration of the same order, was rejected for non-compliance with the Commission’s 
Rules. 
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proposed increased rates under Section 4 (e) that the Commission is bound by the 
Section 4 (b) prohibition against discrimination. 

It is too well established to merit discussion here that the Commission’s 
exercise of the authority to set for hearing and suspend proposed changes in 
rates is expressly provided in the Act and that the exercise of that authority, 
as a matter of administrative competence, is based upon the merits of each pro- 
posed rate change with regard to the ultimate consumer. 

In its statement filed November 21, 1957, in support of its proposed increased 
rate, Barnhart merely cited the terms of its contract with El Paso and asserted 
that it was negotiated at arm’s length. Now it merely asserts that the fact 
that the Commission has accepted proposed increased rates of other producers, 
in excess of 10 cents per Mcf for Permian Basin gas of like quality, entitled 
it to similar treatment. Barnhart’s assertions are insufficient to justify its 
proposed increased rates. 

Furthermore, Barnhart’s assertion that it is entitled to acceptance of its 11- 
cent rate because the 11-cent rate of another producer has been accepted, miscon- 
ceives the Commission’s action in deciding whether to set a particular change of 
rate for hearing. In Reef Fields we stated that we would accept for filing rate 
changes which did not exceed a basic rate of 10 eents per Mcf for Permian Basin 
gas. Since Barnhart proposes to charge El Paso 11 cents per Mcef, its proposal 
does not fall within that determination. As a comparison, in Greenbrier Oil 
Company (Operator) et al., Docket No. G—14314, order issued April 24, 1958, 
we permitted Greenbrier’s proposed increased rate of 10.5 cents per Mcf for 
Permian Basin gas to take effect, terminating a previous suspension, because its 
cost presentation appeared to justify such acceptance for filing. Since Barnhart 
does not attempt to support its 11-cent rate with any cost information, it does 
not come within the policy therein established. 

jarnhart’s motion states that, if the Commission denies the foregoing motion 
for reconsideration, then in the alternative, it moves that the Commission enter 
an order placing into effect the proposed Supplement No. 3 to its FPC Gas Rate 
Schedule No. 1 as of June 1, 1958. This proceeding, which was instituted pur- 
suant to Sections 4 and 15 of the Natural Gas Act for the purpose of determining 
the lawfulness of the increased rate and charge proposed by Barnhart, has not 
been concluded, nor decision rendered herein. 


The Commission finds: 


(1) Barnhart’s aforementioned motion for reconsideration of the order issued 
herein on December 19, 1957, sets forth no new facts and no principles of law 
which either were not fully considered by the Commission when it issued the 
said order, or which having now been considered warrant any change in or 
modification of said order. 

(2) It is appropriate and necessary in carrying out the provisions of the 
Natural Gas Act to require Barnhart to file an undertaking as hereinafter ordered 
and conditioned. 


The Commission orders: 


(A) Barnhart’s motion for reconsideration of the order issued herein on 
December 19, 1957, is hereby denied. 

(B) Upon execution by Barnhart of the agreement and undertaking described 
in paragraph (D) below and acceptance thereof, evidenced by a letter addressed 
to Barnhart by the Secretary of the Commission, the rate, charge, and classi- 
fication set forth in Supplement No. 3 to Barnhart’s FPC Gas Rate Schedule 
No. 1, shall be effective as of June 1, 1958, subject to further orders of the 
Commission in this proceeding. 
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(C) Barnhart shall refund at such times and in such amounts to the persons 
entitled thereto, and in such manner as may be required by final order of the 
Commission, the portion of the increased rates found by the Commission in this 
proceeding not justified, together with interest thereon at the rate of six 
percent per annum from the date of payment to Barnhart until refunded; shall 
bear all costs of any such refunding; shall keep accurate accounts in detail of 
all amounts received by reason of the increased rates or charges allowed by this 
order to become effective, for each billing period, specifying by whom and in 
whose behalf such amounts were paid; and shall report (original and four 
copies), in writing and under oath, to the Commission monthly, or quarterly if 
Barnhart so elects, for each billing period, and for each purchaser, the billing 
determinants of natural gas sales to such purchasers and the revenues resulting 
therefrom, as computed under the rates in effect immediately prior to the date 
upon which the increased rates allowed by this order become effective, and under 
the rates allowed by this order to become effective, together with the differences 
in the revenues so computed. 

(D) As a condition of this order, within 15 days from the date of issuance 
hereof, Barnhart shall execute and file with the Secretary of this Commission 
its written agreement and undertaking to comply with the terms of paragraph 
(C) hereof, signed by a responsible officer of the corporation, evidenced by proper 
authority from the board of directors, and accompanied by a certificate showing 
service of copies thereof upon all purchasers under the rate schedule involved, 
as follows: 

Agreement and Undertaking of Barnhart Hydrocarbon Corporation to Comply 
with the Terms and Conditions of Paragraph (C) of Federal Power Commis- 
sion’s Order Making Effective Proposed Rate Changes 

In conformity with the requirements of the order issued 1958, in Docket, No. 
G-—13918, Barnhart Hydrocarbon Corporation hereby agrees and undertakes to 
comply with the terms and conditions of paragraph (C) of said order, and has 
caused this agreement and undertaking to be executed and sealed in its name 
by its officers, thereupon duly authorized in accordance with the terms of the 
resolution of its board of directors, a certified copy of which is appended hereto 
this — day of —. 

Barnhart Hydrocarbon Corporation 


Secretary 










(E) If Barnhart shall, in conformity with the terms and conditions of para- 
graph (C) of this order, make the refunds as may be required by order of the 
Commission, the undertaking shall be discharged; otherwise, it shall remain 
in full force and effect. 

Commissioners Digby and Kline dissenting stated that they would grant the 
motion for reconsideration but otherwise concurred in the order. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


THE OHIO FUEL GAS COMPANY, DOCKET NO. G—12441 









FINDINGS AND ORDER FURTHER AMENDING ORDER ISSUING CERTIFICATE OF PUBLIC 
CONVENIENCE AND NECESSITY 


(Issued June 138, 1958) 


The Ohio Fuel Gas Company (Petitioner), an Ohio corporation with its 
principal place of business in Columbus, Ohio, filed a petition on May 14, 1958, 
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seeking amendment of the Commission’s order issued July 30, 1957, 18 F. P. C. 91, 
as amended October 29, 1957, 18 F. P. C. 554, in Docket No. G-12441, granting a 
certificate of public convenience and necessity, as hereinafter described, and as 
more fully represented in the petition filed herein. 

The order, as amended and referred to above, authorized Petitioner to con- 
struct and operate, inter alia, approximately .8 mile of 414-inch O. D. lateral line 
to serve a direct interruptible customer, Basie Incorporated, at Clay Center, 
north of Genoa, in Ottawa County, Ohio. 

The petitioner requests that the order herein be further amended by delet- 
ing therefrom any and all authorization to construct and operate the .8 mile of 
414-inch O. D. lateral to render direct interruptible service to Basic Incorporated. 
The petition states that Basic Incorporated has abandoned plans to use natural 
gas at its Clay Center Plant during 1958, and Petitioner therefore, will not install 
said facilities as heretofore authorized. 


The Commission finds: 





In view of the foregoing, it is necessary and appropriate in the public interest 
to amend further the order of the Commission issued July 30, 1957, as amended 
October 29, 1957, in Docket No. G—12441 by deleting therefrom any and all 
authorization to construct and operate .8 mile of 414-inch O. D. lateral line to 
serve natural gas to Basic Incorporated at Clay Center, Ottawa County, Ohio. 


The Commission orders: 


(A) The order of the Commission issued July 30, 1957, as amended October 
29, 1957, In the Matter of The Ohio Fuel Gas Company, Docket No. G—12441, be 
and the same hereby is, further amended by deleting therefrom any and all au- 
thorization to construct and operate .8 mile of 4%4-inch O. D. lateral line to 
serve natural gas to Basic Incorporated at Clay Center, Ottawa County, Ohio. 

(B) All other provisions of the order referred to in paragraph (A) above 
shall remain unchanged and in full force and effect. 








Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, ET AL., DOCKET 
NO. G—14476, et al. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 


(Issued June 13, 1958) 





On February 13, 1958, Texas Illinois Natural Gas Pipeline Company (Texas 
Illinois), a Delaware corporation having its principal place of business in Chi- 
cago, Illinois, filed in Docket No. G—14476 an application for a certificate of 
public convenience and necessity, pursuant to Section 7 of the Natural Gas Act, 
authorizing the construction and operation of a 3-inch tap on its existing 26-inch 
main transmission pipeline in Wharton County, Texas, and approximately 2 miles 
of 4-inch lateral supply pipeline to extend from a point of connection with the 
3-inch tap referred to above to a proposed meter station to be installed by Texas 
Illinois in the Spanish Camp Field in Wharton County, subject to the jurisdic- 
tion of the Commission for the purpose of receiving volumes of natural gas 
produced in said field by Claud B. Hamill (Hamill), for transportation in inter- 


*Omitted portions of this order relate to the issuance of independent producer certificates. 
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state commerce for resale, as more fully related in the application on file with 
the Commission. 
am * ad ~ a 7 + 

The proposals of Texas Illinois in Docket No. G—14476, and Hamill in Docket 
No. G—14367 will enable Texas Illinois to purchase and receive additional vol- 
umes of natural gas for its system requirements. The estimated cost of Texas 
Illinois’ proposed facilities is $40,000, and will be defrayed by Texas Illinois 
from funds on hand. 

The gas supply which will become available by the operation of the proposed 
facilities is reasonably adequate to justify the construction of the proposed 
facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 4, 1958, respecting the matters involved in and the issues presented by the 
applications. No appearances other than staff counsel were entered upon the 
record and no evidence offered in opposition to the granting of the applications. 
Staff counsel moved orally at the hearing that the intermediate decision procedure 
be omitted and the Commission render a decision herein pursuant to Section 
1.30 (c) (1) of the Commission’s Rules of Practice and Procedure. 


The Commission finds: 


(1) Texas Illinois, a Delaware corporation with its principal place of business 
in Chicago, Illinois, owns and operates a natural gas transmission system in 
several states, and is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission. 

* * * - * 2 a 

(3) The facilities of Texas Illinois proposed to be constructed and operated 
for the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, will be an integral part of its existing 
pipeline system, and are, therefore, subject to the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(4) Texas Illinois is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

a = * * ~ 7 * 

(7) The construction and operation of the facilities proposed by Texas Illinois 
in Docket No. G—14476, and the sale of natural gas by Hamill in Docket No. 
G-—14367, together with the construction and operation of any facilities subject 
to the jurisdiction of the Commission necessary therefore, are required by the 
public convenience and necessity, and certificates therefore should be issued as 
hereinafter ordered and conditioned. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of the said Rules. 

(9) Publie convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Rules and Regulations, including the Rules of 
Practice and Procedure (18 CFR 157.20) should attach to the issuance of the 
certificate to Texas Illinois, and to the exercise of the rights granted thereunder, 
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and that the time within which construction of facilities authorized by this 
order shall be completed and said facilities placed in actual operation should be 
fixed at 6 months from the date on which this order issues. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued Texas Illinois in Docket No. G—14476 authorizing Texas Illinois to 
construct and operate the facilities hereinbefore described, all as more fully 
described in the application in this proceeding, for the transportation and sale 
of natural gas in interstate commerce as therein set forth, upon the terms and 
conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (e) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the 
issuance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(C) The time within which the facilities hereby authorized in Docket No. 
G-14476 shall be constructed and placed in actual operation as provided by 
paragraph (b) of Section 157.20 of the Commission’s Rules of Practice and 
Procedure is hereby fixed at 6 months from the date on which this order issues. 

7 . > a * - 7 

(E) The certificates are not transferable and shall be effective only so long 
as Applicants continue the acts or operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and fhe applicable rules, regula- 
tions and orders of the Commission. 

- * * 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


PACIFIC LIGHTING GAS SUPPLY COMPANY, DOCKET NO. G—14993 
DECLARATION OF EXEMPTION 
(Issued June 13, 1958) 


On April 28, 1958, Pacific Lighting Gas Supply Company (Applicant) filed an 
application for exemption from the provisions of the Natural Gas Act, pursuant 
to Section 1 (c) thereof. 

Upon the basis of the application filed, the exhibits attached thereto, and the 
files of the Commission, it appears that: 

(1) Applicant is engaged in the transportation, distribution, and sale of 
natural gas within the State of California ; 

(2) All natural gas presently received by Applicant is consumed within the 
State of California, and all of its facilities are located within the State of 
California ; 

(3) Applicant is a corporation duly organized and existing under applicable 
laws of the State of California ; and 

(4) The Public Utilities Commission, State of California, has certified to the 
Federal Power Commission that it has and is exercising regulatory jurisdiction 
over the rates, services and facilities of Pacific Lighting Gas Supply Company. 

Wherefore, the Commission declares, by reason of the foregoing: 

Pacific Lighting Gas Supply Company is exempt from the provisions of the 
Natural Gas Act and the orders, rules and regulations of this Commission issued 
thereunder. 
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Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


PUBLIC UTILITY DISTRICT NO. 1 OF SNOHOMISH COUNTY, 
WASHINGTON, PROJECT NO. 2214 


ORDER ACCEPTING SURRENDER OF PRELIMINARY PERMIT 
(Issued June 13, 1958) 


Pursuant to application filed August 13, 1956, the Commission on December 
2, 1957, issued a preliminary permit to Public Utility District No. 1 of Snohomish 
County, Washington, for proposed Project No. 2214, to be located on North Fork 
Snoqualmie River, Lake Hancock, Calligan Lake and Tolt River in King County, 
Washington. 

By letter dated May 22, 1958, and received May 26, 1958, the District informed 
the Commission that it would like to concentrate its activities on proposed 
Project No. 2157, to be located on the Sultan River in Shohomish County, Wash- 
ington, and for which it recently applied to the Commission for a license, and 
returned the unaccepted preliminary permit. 


The Commission finds: 


Under the circumstances, acceptance of surrender of the preliminary permit is 
appropriate. 


The Commission orders: 


Surrender of the preliminary permit for proposed Project No. 2214 is accepted. 


Before Commissioners: Frederick Stueck, Acting Chairman; Seaborn L. Digby, 
William R. Connole and Arthur Kline. 


PACIFIC POWER & LIGHT COMPANY, PROJECT NO. 935 


ORDER APPROVING INSTALLATION OF ADDITIONAL GENERATING UNIT, APPROVING 
REVISED EXHIBIT, AND FURTHER AMENDING LICENSE (MAJOR) 


(Issued June 16, 1958) 


Application was filed December 11, 1956, by Pacific Power & Light Company, 
licensee for major Project No. 935, located on the Lewis River in Clark and 
Cowlitz Counties, Washington, and affecting lands of the United States, for 
authorization to install a third generating unit of 55,000-horsepower capacity 
at 170-foot head as provided for in the license for the project and for approval 
of plans of such installation. 

No additional lands of the United States are affected. 

The application states that the work proposed will consist of the construction 
of an addition to the powerhouse, extension of the gantry crane rails, the in- 
stallation of the third unit and the appurtenances thereto, the connection to the 
penstock, and the extension of the fish trap. It states also that the need for the 
proposed addition is caused by the rapid growth of consumer demand for electric 
power in the Northwest, by increased stream regulation by reason of the up- 
stream development by constructed Yale Project (No. 2071) and Swift No. 1 
Project (No, 2111), now under construction, and by the applicant’s desire to better 
serve the load of its customers through increased generation of electric power 
over periods of peak demand. 
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By telegram dated March 20, 1957, the applicant was advised that the Com- 
mission would interpose no objection to its proceeding with construction of the 
third unit at its own risk and work on the installation has been underway since 
that time. 

The Chief of Engineers, Department of the Army, in reporting on the applica- 
tion, recommended that any order issued for the installation of the third unit 
specify that the rate of rise resulting from the operation of the project be limited 
to the extent that is now experienced with two units installed, as hereinafter 
provided. 

The Secretary of the Interior has informed the Commission that the United 
States Fish and Wildlife Service has no objection to inclusion in the license of the 
provision hereinafter provided in the interest of fish and wildlife resources. 

The power capacity of the project—upon which is based the annual charge 
paid by the licensee under the license for the project—remains unchanged and 
consequently no adjustment in the annual charge provision of the license need 
be made. 


The Commission finds: 

(1) The installation and operation of the third generating unit of 55,000- 
horsepower capacity with appurtenant equipment is desirable in the public 
interest to supply adequately the reasonable market demands for power. 

(2) The license, further amended as hereinafter provided, will not alter any 
of the basic facts upon which the license was issued. 

(3) Public notice has been given of the filing of the application. 

(4) The following exhibit filed as part of the application conforms to the 
Commission’s rules and regulations and should be approved as part of the license 
for the project: 

Evrhibit L: Sheet 37 (revised 1956) (FPC No. 935-78) entitled “Plans, Sec- 
tions & Details of Structures” and superseded Exhibit L, Sheet 37 Revised 
(FPC No. 935-77), now part of the license for the project, should be eliminated 
from the license. 

(5) Revised Exhibit M to describe the third generating unit—in accordance 
with the Commission’s rules and regulations—should be filed as hereinafter 
provided. 


The Commission orders: 

(A) The above-described exhibit filed as part of the application is approved 
as part of the license for the project. 

(B) The above-specified superseded exhibit is eliminated from the license for 
the project. 

(C) (i) The installation of the third generating unit, which will increase 
the authorized installed capacity of the project to 165,000 horsepower, is 
approved ; 

(ii) The Licensee shall begin the construction of the third generating unit 
on March 20, 1957, and shall complete said unit on or before December 31, 1958; 
and 

(iii) The Licensee shall, upon completion of the third generating unit, file 
with the Commission in conformity with the Commission’s rules and regulations 
revised Exhibit M for said unit. 

(D) The license for Project No. 935—which was issued December 12, 1929, 
to Inland Power and Light Company and transferred effective as of May 14, 
1942, to Pacific Power & Light Company as amended—is further amended, 
effective as of March 1, 1957, to include therein the following additional special 
conditions designated Articles 34 and 35, respectively: 
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Article 34. After completion of the third generating unit of the project, the 
Licensee shall operate the enlarged project so that the rate of rise of Lewis River 
below the powerhouse will not be increased from that experienced with two 
units. 

Article 35. The Licensee shall construct, operate and maintain such reasonable 
modifications in existing fish protective devices, including fish passage facilities, 
and such new devices or facilities if modifications in existing facilities would be 
ineffective, as may be necessary as a result of the addition of the third unit, 
for the purpose of conserving fishery resources, and comply with reasonable 
modifications in project structures and operation required on account of the 
addition of the said third unit in the interest of fish and wildlife resources as 
may be hereafter prescribed by the Commission upon the recommendation of 
the Secretary of the Interior and the State of Washington Departments of 
Fisheries and Game after notice and opportunity for hearing. 

(E) This amendment in the manner set out above shall not operate to alter 
or amend the license in any other respect, and shall not in any way constitute 
a waiver of any other part, provision or condition of the license as heretofore 
amended. 

(F) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 313 (a) of the 
Federal Power Act, and failure to file such an application shall constitute accept- 
ance of this amendment of license. In acknowledgment of the acceptance of this 
amendment of license, it shall be signed for the Licensee and returned to the 
Commission within 60 days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and Arthur Kline. 


COMMUNITY PUBLIC SERVICE COMPANY, DOCKET NO. E-6813 
SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE OF SINKING FUND DEBENTURES 
(Issued June 17, 1958) 


By order issued May 29, 1958, 19 F. P. C. 817, in the above-entitled matter, the 
Commission authorized Community Public Service Company (Applicant) to 
issue and sell through competitive bidding $3,000,000 principal amount of Sinking 
Fund Debentures, due 1978, subject, among others, to the provisions as set 
forth in paragraph (B) of that order as follows: 

“(B) The proposed issuance and sale of Debentures at competitive bidding 
shall not be consummated until : 

(i) Applicant shall have amended its application pursuant to the requirements 
of Section 34.2 (k) (3) of the Commission’s Regulations under the Federal 
Power Act relating to compliance with competitive bidding requirements, and 
Section 34.2 (k) (4) of these Regulations relating to affiliation, and shall have 
either filed such amendments or shall have mailed them and advised the Com- 
mission by telephone and telegram as contemplated by Section 34.9 of the 
Regulations; 

(ii) The Commission shall have approved the price to be received by Applicant 
for the Debentures and the coupon rate thereof, by a further order.” 

Applicant, on June 17, 1958, filed an amendment, pursuant to the require- 
ments of the aforementioned Commission order, in which it states that it pro- 
poses to accept, as representing the lowest annual cost of money to it, the bid of 
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Stone & Webster Securities Corporation to purchase the proposed issuance of 
Debentures at the price of 100.70399% of principal amount, with a coupon rate 
of 434% per annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of para- 
graph (B) of the Commission’s order issued May 29, 1958, in the above docket, 
and under the bid it proposes to accept for the Debentures, the price to be 
received by Applicant therefor and the coupon rate thereof are reasonable. 

(2) The proposed issuance and sale of Debentures, as hereinafter authorized, 
will be for a lawful object, within the corporate purposes of the Applicant and 
compatible with the public interest, which is appropriate for and consistent with 
the proper performance by the Applicant of service as a public utility, and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed Debentures and 
the coupon rate thereof, under the bid referred to above, are approved as 
reasonable. 

(B) The proposed issuance and sale of Debentures referred to above, upon 
the terms and conditions and for the purposes specified in the application, as 
supplemented by the amendment referred to above, are authorized subject only 
to the provisions of paragraphs (C), (D) and (E) of the Commission’s order 
issued May 29, 1958, in the above docket. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and Arthur Kline. 


SOUTHERN UTAH POWER COMPANY, CALIFORNIA-PACIFIC UTILITIES 
COMPANY, DOCKET NO. E-6808 


ORDER AUTHORIZING MERGER OR CONSOLIDATION OF FACILITIES 
(Issued June 18, 1958) 


Southern Utah Power Company (Southern Utah), incorporated under the 
laws of the State of Utah and qualified to do business as a foreign corporation 
in the State of Arizona, with its principal place of business at Cedar City, Utah, 
and California-Pacific Utilities Company (California-Pacific), incorporated 
under the laws of the State of California and qualified to do business as a foreign 
corporation in the States of Oregon, Nevada, Idaho, and Wyoming, with its 
principal place of business at San Francisco, California, filed a joint application 
on March 19, 1958, as amended April 16 and 28, 1958, and June 3, 1958, for 
authorization, pursuant to Section 203 of the Federal Power Act, to merge or 
consolidate the whole of their respective facilities subject to the jurisdiction of 
the Commission ; the surviving corporation to be California-Pacific. 

The proposed merger is to be carried out in accordance with the terms and 
conditions of an Agreement Of Merger between the two companies dated 
March 1, 1958. Under that agreement, Southern Utah’s Preferred and Common 
stockholders will exchange their stockholdings for Preferred and Common Stock 
of California-Pacific upon the following bases: each of Southern Utah’s out- 
standing 2,994 shares of Cumulative Preferred Stock, 5%, $100 par value per 


share, will be exchanged for 5 shares of California-Pacific Cumulative Con- 
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vertible Preferred Stock, 544%, $20 par value per share; and each of Southern 
Utah’s outstanding 91,945 shares of Common Stock, $10 par value per share, 
will be exchanged for two-thirds of a share of California-Pacific Common Stock, 
$10 par value per share.’ For these conversions, California-Pacific proposes 
to issue a maximum of 14,970 shares of its 544% Cumulative Convertible Pre- 
ferred Stock and a maximum of 61,296 shares of its Common Stock. The appli- 
eation indicates that in determining these bases, consideration was given to 
financial and other factors, including the financial history, historical earnings, 
present earning power, future growth possibilities, par value, book value, 
dividends, voting rights, sinking fund provisions, market prices, properties and 
facilities, and service territories of the applicant and/or their respective equity 
securities. 

The Agreement Of Merger further provides that the outstanding long-term debt 
securities of Southern Utah will not be assumed by California-Pacific, but will, 
with written consent of all the holders of such securities, be surrendered for can- 
cellation and replaced with an equal principal amount of long-term debt securi- 
ties of California-Pacific. Accordingly, (1) $1,128,000 principal amount of First 
Mortgage Bonds, 31%4%, due 1981, of Southern Utah will be exchanged for 
$1,128,000 principal amount of First Mortgage Bonds, Series G, 4%, due 1986, a 
new Series, of California-Pacific; and (2) $915,000 principal amount of First 
Mortgage Bonds, 414%, due 1982, of Southern Utah and $390,000 principal amount 
of Debentures, 4%, due 1971, of Southern Utah will be exchanged for $1,305,000 
principal amount of First Mortgage Bonds, Series H, 4%,%, due 1986, a new 
series, of California-Pacific. The two new series of California-Pacific’s First 
Mortgage Bonds are to be issued under and secured by California-Pacific’s First 
Mortgage Indenture, dated as of July 1, 1944, to Bank of America National Trust 
and Savings Association and William C. Koenig, Trustees, as heretofore supple- 
mented and modified and as to be further supplemented and modified by the 

tighth and Ninth Supplemental Indentures, each to be dated as of May 1, 1958. 

Upon consummation of the merger (1) the separate existence of Southern Utah 
will cease; and (2) California-Pacific will succeed to all the rights and fran- 
chises of Southern Utah, take possession of and record all its assets, be subject to 
all its duties and obligations, and assume and record all its liabilities, with the 
exception of Southern Utah’s long-term debt as noted above. 

Southern Utah is presently engaged in the wholesale and retail electric utility 
business in the States of Utah and Arizona. It owns and operates two separate 
electric systems: the Cedar system located in Iron and Washington Counties, 
Utah; and the Kanab system located in Kane County, Utah, and Coconino 
County, Arizona. 

The Cedar system, the larger of the two, serves a total of about 4,300 ultimate 
consumers and one wholesale purchaser of electric energy. It has a total in- 
stalled generating capacity of 16,100 kw (hydro, steam and diesel), and is inter- 
connected with several adjacent utility systems. 

The Kanab system serves a total of about 770 ultimate consumers of electric 
energy. It has a total installed generating capacity of 1,948 kw (diesel), and is 
isolated from other utility systems. 

Taken together, the total electric energy requirements of the two systems during 
1957 were 55,638,146 kwh. Southern Utah generated 96.7% of that amount and 
purchased the remaining 3.3%. 

California-Pacific’s present electric utility operations are conducted in various 
parts of the States of California, Oregon, Nevada, Idaho, and Wyoming through 
six separate operating divisions: 


1 Any fractional shares will be settled on a cash basis. 
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Lassen located in Lassen and Plumas Counties, California; 

Weaverville located in Trinity County, California; 

Eastern Oregon located in Grant, Harney, Union, Baker, and Grant Counties, 
Oregon ; 

Western States located in Oneida and Bannock Counties, Idaho, in Lincoln 
County, Wyoming, and in Humboldt County, Nevada; 

Henderson located in Clark County, Nevada; and 

Needles located in San Bernadino County, California, and in Clark County, 

Nevada. 
The total installed generating capacity of California-Pacific in all divisions is 
8,225 kw (hydro, steam, and deisel). These operating divisions are not inter- 
connected on an inter-division basis but each of the divisions is interconnected 
with one or more other electric utility systems. 

California-Pacific’s total electric energy requirements during 1957 were 
297,323,782 kwh. It purchased 95.1% of that amount and generated the re- 
maining 4.9%. 

According to the application, the electric plant of each applicant is recorded 
on its books at the original cost thereof. As of December 31, 1957, the stated 
original cost of the electric plant of Southern Utah was $5,755,121, and that of 
California-Pacific was $13,866,932, with applicable reserves for depreciation of 
$1,106,626 and $3,162,926, respectively. The proposed merger will not result in 
the creation of an acquisition adjustment on the books of California-Pacific. 

Southern Utah and California-Pacific represent that upon consummation of the 
proposed merger, California-Pacific will be qualified to do business as a foreign 
corporation in the States of Utah and Arizona; will continue to operate all the 
present facilities of Southern Utah without any substantial change to provide 
electric service to the territories presently served by Southern Utah; and the 
application indicates that after consummation of the proposed merger, will con- 
tinue the operation of its other facilities as at present. The applicants also 
state that the consummation of the proposed merger will not affect any contract 
for the purchase, sale, or interchange of electric energy to which either applicant 
is a party and that all rights and liabilities with respect to any such contracts 
will vest in and be assumed by California-Pacific. 

Applicants further state that the proposed merger will provide a wider and 
more active market for Southern Utah’s security holders than at present; that 
operating economies can be effected through the proposed merger by reason of, 
inter alia, the elimination of certain service company expenditures presently in- 
curred by Southern Utah which California-Pacific proposes to eliminate; and that 
future financing costs for the two companies on a combined basis should be 
lower than for either company operating independently. 

According to the application all stockholder approval necessary for the con- 
summation of the proposed merger has been secured by both companies. 

Written notice of the application has been given to the Arizona Corporation 
Commission, the Public Utilities Commission of the State of California, the 
Idaho Public Utilities Commission, the Nevada Public Service Commission, the 
Public Utility Commissioner of Oregon, the Public Service Commission of Utah, 
and the Public Service Commission of Wyoming, and to the Governor of each of 
those States. Notice of the application was also published in the Federal 
Register on April 1, 1958 (23 F. R. 2132), stating that any person desiring to 
be heard or to make any protest with reference to the application should on or 


® California-Pacific is also currently engaged in the rendition of telephone, water and 
gas service to the general public in certain of the aforementioned States. 
















































954 FEDERAL POWER COMMISSION 


before April 15, 1958, file with the Federal Power Commission, Washington 25, 
D. C., petitions or protests. 

Mr. Leo Loeb, a holder of record of 100 shares of Southern Utah’s Common 
Stock, filed on April 9, 1958, a letter transmitting a copy of his April 7, 1958, 
letter to Southern Utah objecting to the proposed merger on the grounds, among 
others, that the merger accomplishes nothing toward solving the primary operat- 
ing problem of Southern Utah, namely, to obtain a low cost source of power and 
hence, the merger is in the interest of neither customers nor stockholders of 
Southern Utah; that the exchange of securities in connection with the merger 
is advantageous to the holders of Southern Utah’s Preferred Stock, Bonds, and 
Debentures, but is disadvantageous to Southern Utah’s Common Stockholders; 
and that eventually Southern Utah might be able to effect a beneficial merger 
with other electric utility companies operating in Utah and having low cost 
power. Mr. Loeb did not request the opportunity for further hearing before the 
Commission. 

Southern Utah, by a letter filed on April 25, 1958, in answer to Mr. Loeb’s letter, 
represents, among other things, that its customers can better obtain whatever low 
cost power is available by interconnection with adjoining sources of power after 
consummation of the proposed merger than at present; that the possibilities of 
mergers uniting Southern Utah and other Utah electric utilities were considered 
and rejected by the other utilities; that the exchanges involving Southern Utah’s 
Preferred Stock and Bonds result in relief from onerous restrictions applicable 
to these securities; that the average interest rate on the present Southern Utah 
debt is 3.863% whereas the average rate on all California-Pacific debt after the 
issuance of its new Series G and H Bonds will be 3.802%; and that the exchange 
of Common Stock will benefit Southern Utah’s Common Stockholders in respect 
to the earnings, dividends, market value, stability, and marketability of their 
Stock. Southern Utah’s letter recites that California-Pacific concurs in the 
statements set forth in such letter. 

No other communication, petition, protest, or request to be heard in opposition 
to the granting of the application has been received. 

The Arizona Corporation Commission, by order issued April 21, 1958, the Public 
Utilities Commission of the State of California, by order dated April 29, 1958, 
the Idaho Public Utilities Commission, by order dated April 24, 1958, the Public 
Utility Commissioner of Oregon, by order entered May 5, 1958, the Public Service 
Commission of Utah, by orders dated May 27, 1958, and June 4, 1958, and the 
Public Service Commission of Wyoming, by order entered April 28, 1958, approved 
the proposed merger of Southern Utah into California-Pacific and/or the issuance 
of securities by California-Pacific in connection therewith, all in the manner as 
described above. 


The Commission finds: 


(1) Southern Utah, a Utah corporation, owns and operates facilities, among 
others, which are used for the transmission of electric energy which is generated 
in Utah and consumed in Arizona, all of which facilities are in addition to, and 
do not include, facilities used for the generation of electric energy or facilities 
used in local distribution or only for the transmission of electric energy in intra- 
state commerce, or facilities for the transmission of electric energy consumed 
wholly by the transmitter. Southern Utah is, therefore, a public utility within 
the meaning of that term as used in Section 203 of the Federal Power Act. 

(2) California-Pacific, a California corporation, owns and operates facilities, 
among others, which are used for the transmission of electric energy which is 
generated in Nevada and consumed in California, all of which facilities are in 
addition to, and do not include, facilities used for the generation of electric energy 





- —_— F bed 


oo 


he 
its 













































FEDERAL POWER COMMISSION 955 


or facilities used in local distribution, or only for the transmission of electric 
energy in intrastate commerce, or facilities for the transmission of electric energy 
consumed wholly by the transmitter. California-Pacific is, therefore, a public 
utility within the meaning of that term as used in Secton 203 of the Federal 
Power Act. 

(3) By the proposed merger transaction, as described above, Southern Utah and 
California-Pacific will merge or consolidate their respective facilities subject 
to the jurisdiction of the Commission each with the other and therefore will 
merge or consolidate their respective facilities subject to the jurisdiction of the 
Commission with those of another person, within the meaning and subject to the 
requirements of Section 203 of the Federal Power Act. 

(4) The above-described objections of Mr. Leo Loeb to the proposed merger have 
been given consideration and are lacking in merit. 

(5) The proposed merger or consolidation of the facilities of Southern Utah 
with those of California-Pacific, as described above, will be consistent with the 
public interest as expressed in Section 203 of the Federal Power Act for the 
reasons set forth in the recital above. 

(6) The period of public notice given in this matter is reasonable. 

The Commission orders: 


(A) The proposed merger or consolidation by Southern Utah and California- 
Pacific of their respective facilities subject to the jurisdiction of the Commission 
each with the other, all as described above, is authorized and approved upon the 
terms and conditions and for the purposes set forth in the application, subject 
to the provisions of this order. 

(B) Southern Utah and California-Pacific shall record the merger transaction 
herein authorized and approved and the facilities and properties described above 
as provided in the Commission’s Uniform System of Accounts Prescribed for 
Public Utilities and Licensees. 

(C) This authorization shall expire unless the merger transaction herein 
authorized and approved is consummated within 90 days from the date of issuance 
of this order. 

(D) The foregoing authorization and approval is without prejudice to the 
authority of this Commission or any other regulatory body with respect to rates, 
service, accounts, valuations, estimates or determinations of costs, or any other 
matter whatsoever now pending or which may come before this Commission, and 
nothing in this order shall be construed as an acquiescence by this Commission 


in any estimate or determination of cost or any valuation of property claimed or 
asserted. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PAN AMERICAN PETROLEUM CORPORATION, DOCKET NO G-11341 
ORDER DENYING MOTION FOR RECONSIDERATION 
(Issued June 18, 1958) 


Pan American Petroleum Corporation (Pan American) ? on May 6, 1958, filed 
a motion to terminate this proceeding to vacate the suspension order issued 
herein on October 31, 1956, and to relieve Pan American of its obligations under 
its agreement and undertaking to refund possible excess charges. 


1 Formerly Stanolind Oil & Gas Company. 
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This proceeding involves Supplement No. 13 to Pan American’s FPC Gas 
Rate Schedule No. 8, tendered for filing on October 1, 1956, by which it proposed 
a periodic increase in rate to 13.50948¢ per Mcf for sales of natural gas to 
Texas Eastern Transmission Corporation. By order issued herein on October 31, 
1956, based upon a finding that the proposed increased rate and charge had 
not been shown to be justified, the Commission ordered that a hearing be held 
and suspended the proposed increased rate until April 1, 1957. Upon that date 
it became effective, subject to refund, by order issued herein on April 29, 1957, 
requiring an agreement and undertaking therefor which was thereafter filed 
and accepted. 

Subsequently, Pan American tendered for filing as Supplements Nos. 14 and 
15 to the same rate schedule on August 1, 1957, a second proposed increase 
in rate to 14.2¢ per Mcf, which the Commission suspended and set for hearing 
in Docket No. G—13118, and which became effective subject to refund on Feb- 
ruary 1, 1958. Thereafter, on February 7, 1958, Pan American tendered for 
filing, as Supplement No. 17 to the same rate schedule, a third proposed periodic 
increase in rate to 14.4¢ per Mcf. The Commission did not issue an order 
suspending and setting the third increased rate for hearing. Supplement No. 
17, therefore, became fully effective as provided by Section 4 of the Natural 
Gas Act, superseding Supplements Nos. 14 and 15 upon expiration of thirty days’ 
statutory notice on March 10, 1958. 

Pan American, in effect, contends that since a supplement to the same 
rate schedule, and containing a higher rate than that proposed herein, has been 
subsequently filed and become effective without suspension, this proceeding 
has become de minimus and moot. It is true that the said Supplement No. 17 
has superseded Supplements Nos. 14 and 15 on March 10, 1958, and that the 
latter supplement has no effectiveness after that date. However, this fact 
eannot be accepted as proof of the justness and reasonableness of the increased 
rates proposed by the aforesaid Supplements Nos. 13, 14 and 15 for the periods 
in which they were separately effective, subject to refund. 


The Commission finds: 


Pan American’s aforementioned motion sets forth no new facts and no prin- 
ciples of law which either were not fully considered by the Commission when 
it issued its order of October 31, 1956, herein, or which having now been con- 
sidered warrant any change in or modification of said order. 

The Commission orders: 


Pan American’s aforementioned motion for reconsideration and vacation of 
the order issued herein on October 31, 1956, and for termination of these 
proceedings, is hereby denied. 

Commissioners Digby and Kline dissenting. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


PAN AMERICAN PETROLEUM CORPORATION, DOCKET NO. G-13118 
ORDER DENYING MOTION FOR RECONSIDERATION 


(Issued June 18, 1958) 


Pan American Petroleum Corporation (Pan American) * on May 6, 1958, filed 
a motion to terminate this proceeding, to vacate the suspension order issued 


2 Formerly Stanolind Oil & Gas Company. 
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herein on August 27, 1957, and to relieve Pan American of its obligations under 
its agreement and undertaking to refund possible excess charges. 

This proceeding involves Supplements Nos. 14 and 15 to Pan American’s FPC 
Gas Rate Schedule No. 8, tendered for filing on August 1, 1957. By these Sup- 
plements Pan American proposed a periodic increase in rate to 14.2¢ per Mcf 
for sales of natural gas to Texas Eastern Transmission Corporation. By order 
issued herein on August 27, 1957, based upon a finding that the proposed increased 
rate and charge had not been shown to be justified, the Commission ordered that 
a hearing be held and suspended the proposed increased rate until February 1, 
1958. Upon that date it became effective subject to refund by order issued herein 
on February 14, 1958, requiring an agreement and undertaking therefor which 
was thereafter filed and accepted. 

Subsequently, on February 7, 1958, Pan American tendered for filing, as Supple- 
ment No. 17 to the same rate schedule, another proposed periodic increase in rate 
to 14.4¢ per Mcf. The Commission did not within the statutory period, issue 
an order suspending and setting the latter increased rate for hearing. Supple- 
ment No. 17, therefore, became fully effective as provided by Section 4 of the 
Natural Gas Act, superseding Supplements Nos. 14 and 15 upon expiration of 
thirty days’ statutory notice on March 10, 1958. 

Pan American, in effect, contends that since a supplement to the same rate 
schedule, and containing a higher rate than that proposed herein, has been 
subsequently filed and become effective without suspension, this proceeding has 
become de minimus and moot. It is true that the said Supplement No. 17 has 
superseded Supplements Nos. 14 and 15 on March 10, 1958, and that the latter 
supplements have no further effectiveness after that date. However, this fact 
cannot be accepted as proof of the justness and reasonableness of the increased 
rates proposed by the aforesaid Supplements Nos. 14 and 15 for the period in 
which they were effective, subject to refund. 


The Commission finds: 

Pan American’s aforementioned motion sets forth no new facts and no 
principles of law which either were not fully considered by the Commission 
when it issued its order of August 27, 1957, herein, or which having now 
been considered warrant any change in or modification of said order. 














The Commission orders: 





Pan American’s aforementioned motion, for reconsideration and vacation of 
the order issued herein on August 27, 1957, and for termination of these 
proceedings, is hereby denied. 

Commissioners Digby and Kline dissenting. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and Arthur Kline. 


ALGONQUIN GAS TRANSMISSION COMPANY, DOCKET NO. G-12746 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 19, 1958) 








Algonquin Gas Transmission Company (Applicant), a Delaware corporation 
having its principal place of business in Boston, Massachusetts, filed on June 17, 
1957 an application and on July 9, 1957 a supplement thereto, pursuant to Sec- 
tion 7 of the Natural Gas Act, for a certificate of public convenience and neces- 
sity authorizing Applicant to increase the maximum daily quantity of natural 
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gas which it is authorized to sell to The Connecticut Gas Company (Connecticut 
Gas) from 17,290 Mcf to 18,790 Mcf. 

In order to effect this delivery of an additional 1500 Mcf of natural gas per 
day to Connecticut Gas, Applicant proposes to construct and operate a 6-inch 
transmission line, approximately 9.5 miles in length, from its 24-inch main trans- 
mission line to a point near Vernon Circle in the Town of Vernon, Connecticut. 

Applicant was authorized by order of the Commission issued August 23, 1957 
to deliver and sell up to a maximum daily quantity of 17,290 Mcf of natural gas 
to Connecticut Gas. 

The Town of Vernon in Connecticut Gas’ service area is presently receiving 
mixed gas; a brick manufacturing company located in this area has signed a 
contract with Connecticut Gas for the purchase of natural gas on a firm basis. 
This sale, Applicant shows, cannot be made by Connecticut Gas, except with 
straight natural gas because of the limitation of Connecticut Gas’ facilities and 
because the brick company’s manufacturing process requires sulfur free gas. 
Connecticut Gas’ present mixed gas is not sufficiently sulfur free for such proc- 
ess. Applicant further states that it is informed that the Town of Vernon is 
experiencing a tremendous housing boom. 

Applicant estimates the cost of its proposed facilities will be $414,824, which 
will be financed from funds on hand. 

Connecticut Gas’ 1957-1958 peak day demand is estimated at 29,571 Mcf com- 
pared to 25,406 Mcf for 1956-1957. 

Applicant obtains its gas supply from Texas Eastern Transmission Corpora- 
tion, and it appears that the proposed increased delivery of natural gas by Ap- 
plicant to Connecticut Gas will not appreciably affect its gas supply. 

Temporary authorization was granted to Applicant on July 8, 1957 authorizing 
it to construct and operate the facilities proposed in the application herein for 
the delivery of an additional 1,500 Mcf of natural gas per day to The Connecticut 
Gas Company. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 16, 1958, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) The Applicant is a “natural-gas company” within the meaning of the Nat- 
ural Gas Act, as heretofore found by the Commission in its order issued Feb- 
ruary 26, 1951 in Docket No. G-1319. 

(2) The facilities proposed to be constructed, as hereinbefore described, are 
proposed to be used in the transportation and sale of natural gas in interstate 
commerce for resale, subject to the jurisdiction of the Commission, as an integral 
part of Applicant’s existing pipeline system, and the construction and operation 
thereof by Applicant, are subject to the requirements of subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder. 

(4) The proposed construction and operation of the facilities and sale of nat- 
ural gas hereinbefore described are required by the public convenience and neces- 
sity, and a certificate therefor should be issued ag hereinafter ordered and 
conditioned. 
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(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (1), (c) (3), (ce) (4) and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
should attach to the certificate hereinafter issued and to the exercise of the 
rights granted thereunder, and that the time within which construction of facili- 
ties authorized by this order shall be completed and in actual operation should 
be fixed at 3 months from the date on which this order issues. 

(6) Staff Counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30 (c) (1) of the 
Commission’s Rules of Practice and Procedure having been satisfied, sufficient 
cause exists for the Commission forthwith to render its final decision in the 
instant proceeding. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued to Algonquin Gas Transmission Company authorizing it to construct and 
operate the facilities hereinbefore described, all as more fully described in the 
application, for the transportation and sale of natural gas in interstate com- 
merce to The Connecticut Gas Company for resale in volumes not to exceed 18,790 
Mcf per day, subject to the jurisdiction of the Commission upon the terms and 
conditions of this order. 

(B) This certificate issued to Applicant shall be accepted in writing, and under 
oath by a responsible official of Applicant and the general terms and conditions 
set forth in paragraphs (a), (b), (c) (1), (e) (8), (ce) (4) and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act shall attach to 
the issuance of the certificate granted in paragraph (A) hereof, and to the 
exercise of the rights granted thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act is hereby fixed 
at 3 months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NO. G-—14442 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 19, 1958) 


On February 7, 1958, United Gas Pipe Line Company (Applicant), a Delaware 
corporation, with its principal place of business in Shreveport, Louisiana, filed 
an application for a certificate of public convenience and necessity, pursuant to 
Section 7 (c) of the Natural Gas Act, authorizing the continued operation of a 
2-inch tap and metering facilities on Applicant’s 4-inch Diboll tap line at its 
juncture with Applicant’s 22-inch line which extends from the Waskom Field on 
the Louisiana-Texas state line to Applicant’s Goodrich Compressor Station located 
in Polk County, Texas, all as more fully set forth in the application which is on 
file with the Commission. 

The above described 2-inch tap is, and has been since September 1956, used to 
serve direct interruptible gas for fuel to the Diboll Oil Pipe Line Pumping Sta- 
tion of the Texas Pipe Line Company. Applicant estimates that the pumping 
station will require 63,000 Mcf of gas annually and 500 Mcf on a peak day. 








960 FEDERAL POWER COMMISSION 


The cost of the above described tap and metering facilities installed to serve 
the oil pumping station was $1,390, which was paid for from current working 
funds. 

The small volumes involved should not appreciably affect Applicant's over-all 
gas reserves. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 11, 1958, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein, pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 


(1) Applicant, United Gas Pipe Line Company, is engaged in the transporta- 
tion of natural gas in interstate commerce and the sale in interstate commerce 
of such gas for resale, and therefore, is a “natural-gas company” within the 
meaning of the Natural Gas Act and subject to the provisions thereof as here- 
therefor should be issued. 

(2) The natural gas facilities proposed to be continued in operation by 
Applicant, hereinbefore described, are used in the transportation of natural 
gas in interstate commerce, subject to the jurisdiction of the Commission, as 
an integral part of Applicant’s existing pipeline system and the continued oper- 
ation thereof by Applicant is subject to the requirements of subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(3) The continued operation by Applicant of the facilities hereinbefore 
described are required by the public convenience and necessity and a certificate 
therefor should be issued. 

(4) Applicant herein is able and willing properly to do the acts and perform 
the service and to conform to the requirements, rules and regulations of the 
Commission thereunder. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a) and (e) of Section 157.20 of the Com- 
mission’s regulations under the Natural Gas Act (18 CFR 157.20) should attach 
to the certificate hereinafter issued, and to the exercise of the rights granted 
thereunder. 

(6) A request during the public hearing by Staff counsel for omission of 
the intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(ce) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Applicant authorizing it to continue operation of the facilities 
hereinbefore described, all as more fully described in the application, for 
the transportation of natural gas as therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order. 

(B) There shall attach to the issuance of the certificate granted herein, and 
to the exercise of the rights granted thereunder, the general terms and condi- 
tions set forth in paragraphs (a) and (e) of Section 157.20 of the Commission's 
regulations under the Natural Gas Act. 

(C) There shall further attach to the issuance of the certificate granted 
herein the condition that direct interruptible service by Applicant to Texas 
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Pipe Line Company at its Diboll Oil Pipe Line Pumping Station be limited to 
a maximum of 500 Mcf per day. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L, Digby, 
Frederick Stueck and Arthur Kline. 


UNITED FUEL GAS COMPANY, DOCKET NO. G-—12295 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING ABANDONMENT OF FACILITIES 


(Issued June 19, 1958) 


United Fuel Gas Company (Applicant), a West Virginia corporation and a 
subsidiary of The Columbia Gas System, Inc., having its principal place of 
business in Charleston, West Virginia, filed on March 27, 1957 an application, 
and on April 22, 1957 a supplement thereto, for a certificate of public con- 
venience and necessity, under Section 7 of the Natural Gas Act, authorizing 
the construction and operation of additional natural gas facilities in connection 
with the activation and operation of an additional underground storage pool 
(Pool X-52-C), containing an approximate area of 4,500 acres, under lease to 
Applicant, situate in Big Sandy District, Kanawha County, West Virginia, includ- 
ing the acquisition of storage leaseholds and underlying gas reserves; the con- 
struction and operation of 3.3 miles of 16-inch gas transmission pipeline (Line 
X-—52C-M4) extending in a westerly direction from Applicant’s Coco compressor 
station, Kanawha County, West Virginia to a point of interconnection with the 
field facilities of Storage Pool X-52—C; and the installation and operation of 
measuring facilities and approximately 7.3 miles of project piping. 

Applicant also proposes to abandon approximately 5 miles of production lines 
within the proposed storage area, consisting of well and field lines ranging in 
size from 2-inch to 65%-inches in diameter. 

Applicant operates sixteen natural gas storage pools. Applicant’s estimated 
storage input and output requirements for the year 1957 were estimated at 
approximately 47,400,000 Mcf and 38,900,000 Mcf respectively with peak-day 
deliverability of approximately 842,000 Mcf. Applicant’s storage input and 
output requirements are 51,800,000 Mcf and 43,700,000 Mcf for 1958; 55,100,000 
Mef and 44,300,000 Mcf for 1959; and 58,100,000 Mcf and 49,000,000 Mcf for 1960. 
Applicant estimates its requirements from storage for the design peak-days of 
February 1, 1959 and February 1, 1960, will be 918,000 Mcf and 1,003,000 Mcf, 
respectively. Applicant shows that its present facilities have neither the neces- 
sary input or output capacity nor the necessary peak-day deliverability to meet 
the above requirements. 

The proposed X-52-C Storage Pool is located in the Oriskany Horizon in the 
same area as the existing X-52-A and X-52-B Storage Pools to which it is 
similar in geological and performance characteristics. 

Applicant states that the discovery well for productive gas in the area of the 
proposed storage pool was completed by it in July, 1947 with an initial open 
flow of 18,151 Mcf at 1,670 psig rock pressure. Applicant also states that the 
results of subsequent drilling and the rapid depletion in the field indicates the 
area involved to be a closed reservoir. 

Applicant estimates the maximum storage capacity of proposed Storage Pool 
X-52-C to be 14,800,000 Mcf above native reserves remaining in place. At the 
present time, Applicant estimates the volume of native reserves in place to be 
approximately 5,300,000 Mcf. 
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Applicant estimates a withdrawal rate of 75,000 Mcf per day at a minimum 
storage pressure of 1100 psig and a maximum withdrawal rate of 180,000 Mcf 
per day at a maximum storage pressure of 1700 psig. 

The following tabulation reflects Applicant’s contemplated utilization of said 
proposed Storage Pool through the period 1957 to February 1, 1962. 


(All volumes in Mcf) 
| 











Maximum | Annual Peak-day 

Year volume in | withdrawals | withdrawals | 

storage | | | 
SS a ee 
te cps ink aera craven nea apenas ibis We eco one WI Ee oo ncintctnnclecdoun a 2/1/58 
Picnds isd dink cenaddesunateinebeonibtnnamnnaownt 13, 200, 000 | 2, 700, 000 | 88, 000 | 2/1/59 
Se cietcahss tighainicata tend atin eaecnign igen apg ake Cane baie tte ‘ 14, 500, 000 | 3, 400, 000 | 110, 000 | 2/1/60 
Rs See orc sho ctuddn dd banscomewennague | 14,800,000 | — 6, 000, 000 | 110,000} 2/1/61 
6, 000, 000 | 110, 000 | 2/1/62 


We shbtticackinebdasms oanss dircenen in isheabesiidvolanensegeihcsame np 14, 800, 000 | 





No additional compressor capacity is contemplated during the storage develop- 
ment period through 1958. The Coco compressor station, with 4,400 horsepower, 
used in connection with existing Storage Pools X-52-A and X-52-B, will also be 
used with X-52-C until the winter of 1959-1960. 

Applicant states that no new markets are contemplated under this application. 

Applicant estimates the cost of constructing Line X-52C-—M4 will be approxi- 
mately $346,700 and that the cost of acquisition and activation of Storage Pool 
X-52-C will be $1,225,000. The estimated annual operation expenses of the pro- 
posed project is $34,840. 

The proposed project will be financed by The Columbia Gas System, Inc. 

Applicant shows that its gas supply is reasonably adequate to meet its esti- 
mated future requirements. 

Temporary authorization was granted on June 19, 1957 to construct and oper- 
ate the facilities proposed in its application herein. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 16, 1958 respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 


herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) United Fuel Gas Company, Applicant, a West Virginia corporation, and 
a subsidiary of The Columbia Gas System, Inc., having its principal place of 
business in Charleston, West Virginia, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of March 1, 1944 in Docket No. G—341. 

(2) The facilities proposed to be constructed, as hereinbefore described and as 
more fully described in the application, are proposed to be used for the trans- 
portation and sale of natural gas in interstate commerce, subject to the jurisdic- 
tion of the Commission, as an integral part of Applicant’s existing pipeline sys- 
tem, and therefore, are subject to the requirements of subsections (c) and (e) 
of Section 7 of the Natural Gas Act. 

(3) The facilities proposed to be abandoned and removed, as heretofore 
described, are used in the transportation and sale of natural gas in interstate 
commerce, subject to the jurisdiction of the Commission, and the abandonment 
thereof by Applicant is subject to the requirements of subsection (b) of Section 
7 of the Natural Gas Act. 
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(4) Such abandonment by Applicant, as heretofore described, is permitted by 
the public convenience and necessity, and an order authorizing and approving 
the same should be issued as hereinafter ordered. 

(5) The proposed construction and operation of the facilities hereinbefore 
described are required by the public convenience and necessity, and a certificate 
therefor should be issued as hereinafter ordered and conditioned. 

(6) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the requirements, rules, and regulations of 
the Commission thereunder. 

(7) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (ec) (1), (ce) (3), (c) (4), and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act should 
attach to the certificate hereinafter issued, and to the exercise of the rights 
granted thereunder, and that the time within which construction of facilities 
authorized by this order shall be completed and in actual operation should be 
fixed at 6 months from the date on which this order issues. 

(8) It is appropriate and in the public interest that as a means of providing 
information on the performance of Storage Pool X-52-C, Applicant submit to 
this Commission semi-annual reports coinciding with the termination of input 
and withdrawal cycles, showing the total volumes of natural gas injected and 
withdrawn from the Storage Pool X—52-C, and the shut-in pressure of each well 
corresponding to the volumes of gas in the storage, together with any information 
that may appear to be necessary for the analysis of the operating characteristics 
and the determination of gas tightness of Storage Pool X-52-C. Reports should 
be continued until Applicant has completed two injection and withdrawal cycles 
when the average shut-in pressure, after the injection cycle has reached or has 
closely approximated 1700 psig. 

(9) Staff counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30 (c) (1) 
[18 CFR 1.30 (c)] of the Commission’s Rules of Practice and Procedure having 
been satisfied, sufficient cause exists for the Commission forthwith to render its 
final decision in the instant proceeding. 

The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is hereby 
issued to United Fuel Gas Company, Applicant, authorizing Applicant to con- 
struct and operate the facilities hereinbefore described, all as more fully de- 
scribed in the application, for the transportation and sale of natural gas as there- 
in set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order. 

(B) Applicant be and it is hereby granted permission and approval for the 
abandonment of the natural-gas facilities hereinbefore described, upon the terms 
and conditions of this order. 

(C) The certificate issued to Applicant shall be accepted in writing, and under 
oath by a responsible official of Applicant and the general terms and conditions 
set forth in paragraphs (a), (b), (ec) (1), (ce) (3), (ce) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act shall attach 
to the issuance of the certificate granted in paragraph (A) hereof, and to 
the exercise of the rights granted thereunder. 

(D) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act, is hereby 
fixed at 6 months from the date on which this order issues. 
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(BE) Applicant shall report to the Commission in writing, under oath, the 
effective date of the abandonment of facilities described in the application. 

(F) Semi-annual reports shall be submitted, coinciding with the termination 
of input and withdrawal cycles, showing the total volumes of natural gas in- 
jected and withdrawn from Storage Pool X-52-C, the average shut-in pressure 
of all wells corresponding to the volume of gas in the storage; together with any 
information that may appear to be necessary for the analysis of the operating 
characteristics and the determination of gas tightness of Storage Pool X-52-C. 
Reports shall be filed until Applicant has completed two injection and with- 
drawal cycles when the shut-in storage pressure, after the injection cycle, has 
reached or has closely approximated 1700 psig. 

(G) A maximum average shut-in pressure of 1700 psig shall not be exceeded 
without prior authorization of this Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and Arthur Kline. 


THE MANUFACTURERS LIGHT AND HEAT COMPANY, 
DOCKET NO. G—13080 


FINDINGS AND ORDER AMENDING CERTIFICATE OF PUBLIC CONVENIENCE AND 
NECESSITY AND EXTENDING TIME WITHIN WHICH TO CONSTRUCT FACILITIES 


(Issued June 19, 1958) 


The Manufacturers Light and Heat Company, petitioner, filed a petition on 
May 19, 1958, requesting the Commission to amend its order issuing a certificate 
of public convenience and necessity in Docket No. G—13080 as hereinafter de- 
scribed, all as more fully represented in the petition. 

Petitioner requests that the Commission amend its order issued November 15, 
1957, granting a certificate of public convenience and necessity in Docket No. 
G-13080, 18 F. P. C. 636, (a) to cancel that portion of said order authorizing 
the construction and operation of Job No. 1, approximately 2.56 miles of 12’’ 
transmission line from a point in Wellsville, Columbiana County, Ohio, to a point 
in Saline Township, Jefferson County, Ohio, and (b) to extend the time within 
which Job No. 3, approximately 3.55 miles of 10’’ transmission line in the War- 
wood Section of Wheeling, West Virginia, may be completed and placed in 
operation. The petition states that petitioner has now determined that the 
highway and dam construction originally thought to require the facilities de- 
scribed as Job No. 1, in said order, will not affect its Line No. 5. Therefore, 
petitioner desires to postpone this construction until increased pipeline capacity 
is actually needed in the area and that the authorization for Job No. 1 be 
cancelled. 

The petition further states that due to difficulties in obtaining pipeline right- 
of-way for the construction of Job No. 3, petitioner was unable to start con- 
struction until after the beginning of winter weather instead of September 1, 
1957, as originally planned. Rather than risk the increased cost of wintertime 
construction without any assurance that the facilities would be available for the 
1957-58 winter, petitioner preferred to postpone such construction until 1958 
and meet the 1957-58 peak day area requirements by operating its existing 
facilities at undesirable pressures if necessary. However, the facilities will be 
needed to meet petitioner’s requirements for 1958-59 winter and therefore peti- 
tioner requests an extension of time until November 15, 1958 within which to 
complete and place in operation the Job No. 3 facilities. 
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The Commission finds: 


(1) It is necessary and appropriate to carry out the provisions of the Nat- 
ural Gas Act that the order of the Commission, issued November 15, 1957 in 
Docket No. G—13080 be amended by deleting therefrom any and all authoriza- 
tion for the construction and operation of natural gas facilities, as described 
therein and known as Job No. 1, as hereinafter ordered. 

(2) It is necessary and appropriate to carry out the provisions of the Nat- 
ural Gas Act that the time within which the facilities authorized by the Com- 
mission’s order issued November 15, 1957 in Docket No. G—13080, described 
and known as Job No. 3, should be constructed and placed in operation, should 
be extended to and including November 15, 1958, as hereinafter ordered. 





The Commission orders: 


(A) The order of the Commission issued November 15, 1957, In the Matter 
of The Manufacturers Light and Heat Company, Docket No. G—13080, be and 
the same hereby is amended by deleting therefrom any and all authorization 
for the construction and operation of natural gas facilities described therein 
and known as Job No. 1. 

(B) The time within which the facilities authorized in said order, and de- 
scribed and known as Job No. 3, should be constructed and placed in operation 
be and the same hereby is extended to and including November 15, 1958. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and Arthur Kline. 


MISSOURI PUBLIC 








SERVICE COMPANY AND CITIES SERVICE GAS 
COMPANY, DOCKET NO. G—14534 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY, 
DISMISSING APPLICATION FOR PERMISSION TO ABANDON, AND DECLARING EXEMPTION 
FROM PROVISIONS OF THE NATURAL GAS ACT 


(Issued June 19, 1958) 





















On February 20, 1958, Missouri Public Service Company (Public Service) 
and Cities Service Gas Company (Cities Service) filed in Docket No. G—14534 
a joint application, as supplemented on March 26, 1958, by Cities Service and 
on May 29, 1958, by Public Service, requesting authority for Public Service 
to abandon, pursuant to Section 7 (b), and requesting a certificate of public 
convenience and necessity, pursuant to Section 7 (c), of the Natural Gas Act, 
for Cities Service to acquire and operate approximately 5.79 miles of 8inch 
natural gas transmission pipeline extending from a point near Fort Scott, 
Kansas, to a point in Missouri about one mile east of the Kansas-Missouri state 
border. Cities Service also proposes to relocate an existing metering and reg- 
ulating station used to measure deliveries of gas to its existing customer, Public 
Service, from a point on the subject line in Kansas to the eastern terminus of 
the subject line in Missouri, where it will connect with Public Service’s exist- 
ing line extending to Nevada, Missouri. 

It is proposed that 18 rural customers now being served by Public Service in 
Kansas from the subject line will, in future, be served without interruption by 
The Gas Service Company, which presently purchases gas from Cities Service 
and distributes same in Fort Scott, Kansas. 

Public Service also seeks a declaration of exemption from Federal Power 
Commission jurisdiction, pursuant to Section 1 (c) of the Natural Gas Act, 
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since, after the abandonment by it and the assumption of service by Cities 
Service, Public Service will receive and transport gas entirely in Missouri for 
consumption entirely within Missouri. Public Service is subject to the regula- 
tion of the Missouri Public Service Commission. 

Pursuant to letter agreement dated November 20, 1957, Cities Service proposes 
to purchase the subject 5.79 miles of 8-inch line from Public Service at the net 
book cost of said facilities as of the date of issuance of this authorization. Said 
value on August 31, 1957, is represented to have been $11,897. The estimated 
cost of relocating Cities Service’s meter and regulating station is $4,000. Both 
costs will be paid out of cash on hand. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 10, 1958, respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, Cities Service Gas Company, a Delaware corporation having 
its principal place of business in Oklahoma City, Oklahoma, is a “natural-gas 
company” within the meaning of the Natural Gas Act, as heretofore found by 
the Commission in its order of December 28, 1943, in Docket No. G—-298 (4 FPC 
471). 

(2) The facilities hereinbefore described which Applicant Cities Service seeks 
to acquire and operate, and those which it seeks to relocate, will be used in the 
transportation and sale of natural gas in interstate commerce for resale, subject 
to the jurisdiction of the Commission, as integral parts of Cities Service's exist- 
ing pipeline system, and the acquisition, operation and relocation thereof are 
subject to the requirements of Subsections (c) and (e) of Section 7 of the 
Natural Gas Act. 

(3) Cities Service is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The acquisition, operation and relocation of the proposed facilities by 
Cities Service are required by the public convenience and necessity and a cer- 
tificate therefor should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (ec) (4), (d) (2), (d) (3), 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural 
Gas Act (18 CFR 157.20) should attach to the certificate hereinafter issued to 
Cities Service and to the exercise of the rights granted thereunder, and that 
the time within which the construction and acquition of the facilities authorized 
by this order shall be completed and in actual operation by Cities Service should 
be fixed at five months from the date on which this order issues. 

(6) Missouri Public Service Company, following the disposition of such of its 
facilities as are to be acquired by Cities Service as hereinafter authorized, will 
be engaged in the purchase, transportation, distribution and sale of natural gas 
entirely within the State of Missouri: all natural gas received by Public Service 
will be ultimately consumed within the State of Missouri and all of its facilities 
will be located within said State; and the Public Service Commission of Missouri 
has certified that it has and is exercising regulatory jurisdiction over the rates, 
service and facilities of Public Service. 
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(7) Inasmuch as effective upon the date of acquisition of the facilities of 
Public Service by Cities Service as hereinbefore described, and as more fully 
described in the application herein, Cities Service proposes to continue under the 
same contractual provisions and at the same rate the identical operations and 
service which Public Service had been rendering (indirectly, as to the 18 rural 
customers hereinbefore mentioned), no abandonment of service is involved and 
so much of the application as requests permission for Public Service to abandon 
facilities pursuant to Section 7 (b) of the Natural Gas Act should be dismissed 
as not being required by said Act. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.30 (c) 
(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Cities Service Gas Company, upon the terms and conditions of this 
order, authorizing the acquisition, operation and relocation of facilities, subject 
to the jurisdiction of the Commission, as hereinbefore described and as more 
fully described in the application in this proceeding. 

(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(3), (c) (4), (d) (2), (d) (3), and (e) of the Commission’s Regulations under 
the Natural Gas Act shall attach to the certificate issued in paragraph (A) 
hereof and to the exercise of the rights granted thereunder, and the time within 
which construction and acquisition of the facilities authorized by this Order 
shall be completed and in actual operation by Cities Service is hereby fixed at 
five months from the date on which this order issues. 

(C) Upon the completion of the acquisition of those facilities of Missouri 
Public Service Company by Cities Service Gas Company as authorized in para- 
graph (A) hereof, Missouri Public Service Company will be exempt from the 
provisions of the Natural Gas Act and the orders, rules and regulations of the 
Commission issued thereunder. 

(D) So much of the application as requests permission for Missouri Public 
Service Company to abandon facilities pursuant to Section 7 (b) of the Natural 
Gas Act be and the same hereby is dismissed. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and Arthur Kline. 


TRANSCONTINENTAL GAS PIPE LINE CORPORATION, 
DOCKET NO. G-—14700 


FINDINGS AND ORDER PERMITTING AND APPROVING ABANDONMENT OF FACILITIES AND 
DISMISSING APPLICATION IN PART 


(Issued June 19, 1958) 


Transcontinental Gas Pipe Line Corporation (Applicant), a Delaware corpo- 
ration with its principal place of business in Houston, Texas, filed an application 
on March 18, 1958, pursuant to Section 7 of the Natural Gas Act, for permission 
and approval to abandon natural gas facilities and for authorization to take 
deliveries of natural gas, as hereinafter described, subject to the jurisdiction of 
the Commission, all as more fully represented in the application. 

Applicant seeks permission and approval to abandon approximately 2.38 miles 
of existing 4-inch lateral pipeline, together with a meter station and appurtenant 
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equipment, in Acadia Parish, Louisiana. The 4-inch lateral extends from the 
Estherwood Field in Acadia Parish, Louisiana, to Applicant’s 18-inch main line 
lateral, and is being used to receive gas produced in the Estherwood Field by 
the Atlantic Refining Company (Atlantic) and P. R. Rutherford (Rutherford). 

The record shows that Applicant has entered into agreements with Atlantic 
and Rutherford changing the point of delivery for the gas from the present loca- 
tion in the East Estherwood Field to the tailgate of the nearby Acadia Corpora- 
tion’s Egan Plant. 

The record further shows that the producers will build the field lines required 
to carry the gas from the wells to the Egan Plant, where Applicant will receive 
the gas through its existing West Gueyden meter station, which is located at 
the Egan Plant. Applicant states that by agreement dated November 25, 1957, 
as supplemented January 10, 1958, between Applicant and Acadia Corporation, 
the latter agrees to purchase the said 2.38 miles of 4-inch lateral for the sum 
of $31,893, which Applicant represents to be the original cost of said facilities 
less depreciation. 

Applicant also seeks authorization to take deliveries from Atlantic and 
Rutherford at its existing West Gueyden meter station in lieu of the present 
delivery point. Since Applicant has been previously authorized, in Docket No. 
G-—2367, to construct and operate the facilities required to enable it to take gas 
from the Egan Plant, further authorization as requested herein is not necessary, 
and that portion of the application relating to such authorization should be 
dismissed. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 12, 1958, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the application 
has been received. Staff counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and 
Procedure. 


The Commission finds: 

(1) Applicant, a Delaware corporation with its principal place of business in 
Houston, Texas, is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission. 

(2) The facilities proposed to be abandoned by Applicant, as hereinbefore de- 
scribed and as more fully described in the application herein, are subject to the 
requirements of Subsection (b) of Section 7 of the Natural Gas Act. 

(3) Such abandonment as heretofore referred to is permitted by the public 
convenience and necessity and should be permitted and approved as hereinafter 
ordered. 

(4) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s Rules 
of Practice and Procedure was unopposed by any party of record, and not having 
been denied by the Commission is granted pursuant to Section 1.30 (c) (1) of 
said Rules. 


The Comm ission orders: 


(A) Applicant be and hereby is permitted to abandon facilities as herein- 
before described, all as more fully described in the application in this proceeding. 

(B) That portion of the application herein seeking authority to take de- 
liveries of natural gas from Atlantic and Rutherford at Applicant’s existing West 
Gueyden meter station in lieu of the present delivery point be and the same hereby 
is dismissed. 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and Arthur Kline. 


THE OHIO FUEL GAS COMPANY, DOCKET NO. G-14766 


FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
AND PERMITTING AND APPROVING ABANDONMENT 


(Issued June 19, 1958) 


On March 27, 1958, The Ohio Fuel Gas Company (Applicant) filed in Docket 
No. G-14766 an application pursuant to Section 7 (c) of the Natural Gas Act 
for a certificate of public convenience and necessity authorizing the construction 
and operation of certain minor loops and replacements on its existing facilities 
in the State of Ohio to enable Applicant to improve and maintain adequate service 
to its existing markets in the future, all as more fully set forth in the application. 

Applicant also seeks authorization pursuant to Section 7 (b) of the Natural 
Gas Act to abandon approximately 39.4 miles of 4 to 10-inch pipeline which will 
be replaced by the proposed new facilities. 

The facilities for which authorization is sought herein are, briefly, as follows: 

Project No. 1. Approximately 3.8 miles of 854’’ O. D. natural gas transmission 
pipe line in Logan County, Ohio, extending Line Z-207, looping part of Line Z—165 
northward from the West Liberty tap, to improve service in the West Liberty- 
Bellefontaine area. 

Project No. 2. Approximately 2.7 miles of 20’’ O. D. natural gas transmission 
pipe line in Marion County, Ohio, extending Line D-357, looping part of Line 
D-322 to the Marion feeder Line D-325, to improve service in the Marion-Lima 
areas. 

Project No. 3. Approximately 3.5 miles of 20’’ O. D. natural gas transmission 
pipe line in Lorain County, Ohio, extending Line L—2542, looping part of Line 
L-2042 to the Oberlin tap, to improve service in the Lorain-Sandusky-Fremont 
areas. 

Project No. 4. Approximately 1.9 miles of 16’’ O. D. natural gas transmission 
pipe line in Lorain and Cuyahoga Counties, Ohio, extending Line L—2525 from 
Berea to Parma, completing the looping of Line L—2305, to improve service in the 
Berea-Parma area. 

Project No. 5. Approximately 15.0 miles of 12%’’ O. D. natural gas transmission 
pipe line in Wayne, Stark, and Carroll Counties, Ohio, replacing parts of Lines 
L—400, 6004, and 6015 supplying markets in eastern Ohio in the Dalton-Waynes- 
burg-Minerva areas. 

Project No. 6. Approximately 9.7 miles of 85%’’ O. D. natural gas transmission 
pipe line in Belmont County, Ohio, extending Line O-1463, replacing 9.7 miles of 
Line O-145 between Bethesda and St. Clairsville, to improve service in the Barns- 
ville-St. Clairsville area. 

Project No.7. Approximately 14.7 miles of 12%’’ O. D. natural gas transmission 
pipe line in Fairfield and Muskingum Counties, Ohio, replacing 14.7 miles of Line 
“H” between Crawford Compressor Station and Zanesville, to improve service 
in the Bremen-Zanesville area. 

The estimated total capital cost of construction of the proposed facilities is 
$2,163,000, which will be financed as part of the Applicant’s overall 1958 con- 
struction program through the issuance and sale of notes and common stock to 
Applicant’s parent, The Columbia Gas System, Inc. 

No new sales of natural gas are proposed by Applicant, nor will any service be 
curtailed because of the proposed replacements. The projects herein are de- 
signed to enable Applicant to maintain and improve service to its existing mar- 
kets. There is no problem as to gas supply. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 10, 1958, respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


(1) Applicant, The Ohio Fuel Gas Company, an Ohio corporation having its 
principal place of business in Columbus, Ohio, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission in 
its order of August 21, 1945, in Docket No. G-871 (4 FPC 1033). 

(2) The facilities hereinbefore described, as more fully described in the 
application and exhibits in this proceeding, are proposed to be used in the trans- 
portation of natural gas in interstate commerce, subject to the jurisdiction of the 
Commission, as integral parts of Applicant’s existing pipeline system and the 
construction and operation thereof by Applicant are subject to the requirements 
of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(4) The construction and operation of the proposed facilities by Applicant 
are required by the public convenience and necessity, and a certificate therefor 
should be issued as hereinafter ordered and conditioned. 

(5) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), (c) (4), and (e) of Section 
157.20 of the Commission’s Regulations under the Natural Gas Act (18 CFR 
157.20) should attach to the certificate hereinafter issued to Applicant and to 
the exercise of the rights granted thereunder, and that the time within which 
eonstruction of the facilities authorized by this order shall be completed and 
in actual operation should be fixed at 10 months from the date on which this order 
issues. 

(6) The abandonment of facilities by Applicant as hereinbefore described, and 
as more fully described in the application herein, is subject to the requirements 
of Subsection (b) of Section 7 of the Natural Gas Act. 

(7) Such abandonment is permitted by the public convenience and necessity 
and should be permitted and approved as hereinafter ordered. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure was unopposed by any party of record, and not 
having been denied by the Commission is granted pursuant to Section 1.30 (c) 
(1) of the Commission’s Rules of Practice and Procedure. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing The Ohio Fuel Gas Company to construct and operate the 
facilities hereinbefore described, as more fully described in its application in this 
proceeding and the exhibits appended thereto, for the transportation of natural 
gas as therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order. 

(B) The general terms and conditions set forth in paragraphs (a), (b), 
(ec) (3), (c) (4), and (e) of Section 157.20 of the Commission’s Regulations 
under the Natural Gas Act shall attach to the issuance of the certificate granted 
in paragraph (A) hereof and to the exercise of the rights granted thereunder. 
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(C) The time within which the facilities hereby authorized shall be constructed 
and placed in actual operation as provided by paragraph (b) of Section 157.20 of 
the Commission’s Regulations under the Natural Gas Act is hereby fixed at 10 
months from the date on which this order issues. 

(D) The abandonment of facilities by Applicant as hereinbefore described 
and as more fully described in the application herein be and the same hereby 
is permitted and approved. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and Arthur Kline. 


MARIAS RIVER ELECTRIC COOPERATIVE, INC., DOCKET NO. IT-6097 


SUPPLEMENTAL ORDER AUTHORIZING TRANSMISSION OF ELECTRIC ENERGY FROM UNITED 
STATES TO CANADA AND SUPERSEDING PRIOR AUTHORIZATION 


(Issued June 19, 1958) 


Marias River Electric Cooperative, Inc. (Applicant), a nonprofit membership 
corporation, having its principal place of business in Shelby, Montana, on Janu- 
ary 17, 1958, filed an application for supplemental authorization pursuant to 
Section 202 (e) of the Federal Power Act to increase the amount and rate of 
transmission of electric energy which it exports from the United States to Canada. 

By order issued September 30, 1948 (7 FPC 923), Applicant was authorized to 
transmit electric energy from the United States to Canada in an amount not to 
exceed 500,000 kwh per year at a maximum rate of transmission of 100 kw over 
facilities specified in the Presidential Permit signed by the President of the 
United States on July 28, 1948, Docket No. E-6108. The purchaser of that energy, 
Southern Utilities, Ltd., a Canadian corporation, is engaged in the distribution 
of electric energy in and around the Town of Coutts, Province of Alberta, Canada, 

Applicant presently seeks authorization to export a maximum of 1,000,000 kwh 
of electric energy per year at a maximum rate of transmission of 250 kw over 
the facilities specified in the aforementioned Permit. The purchaser of all of the 
energy to be exported will continue to be Southern Utilities, Ltd. These in- 
creased amounts of power and energy will be used by Southern Utilities Ltd. in 
meeting its increased electric utility load. 

Applicant states that the Bureau of Reclamation will be the source of all of 
the power and energy proposed to be exported. 

Written notice of the application has been given to the Board of Railroad Com- 
missioners of Montana and to the Governor of that State. Notice of the applica- 
tion has also been given by publication in the Federal Register on February 8, 
1958 (23 F. R. 865) stating that any person desiring to be heard or to make any 
protest with reference to the application should on or before February 24, 1958, 
file with the Federal Power Commission, Washington 25, D. C., a petition or pro- 
test in accordance with the Commission's Rules of Practice and Procedure. No 
protest or petition or request to be heard in opposition to the granting of the 
application has been received. 


The Commission finds: 


(1) The proposed transmission of electric energy from the United States to 
Canada as limited herein and as hereinafter authorized will not impair the 
sufficiency of electric supply within the United States and will not impede or 
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tend to impede the coordination in the public interest of facilities subject to the 
jurisdiction of the Commission. 


(2) The period of public notice given in this matter is reasonable. 
The Commission orders: 


(A) Applicant is authorized to transmit electric energy from the United States 
to Canada in accordance with the terms and conditions set forth in the applica- 
tion and subject to the provisions of this order. 

(B) The electric energy which Applicant is hereby authorized to transmit 
from the United States to Canada shall be in an amount not in excess of 1,000,000 
kwh per year at a transmission rate not to exceed 250 kw; the energy to be trans- 
mitted over the facilities specified in the aforementioned Presidential Permit 
signed by the President of the United States on July 28, 1948. 

(C) The authorization herein granted may be modified from time to time or 
terminated by further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential Permit referred to in Paragraph (B) above. 

(D) The Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
pertinent rules, regulations or orders issued by the Commission. 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy, on or before the 15th 
day of February of each year, a report showing the kwh of energy transmitted, 
the maximum kw of transmission, and the consideration received therefor, during 
each month of the preceding calendar year. 

(F) This authorization to transmit electric energy from the United States to 
Canada shall not be transferable or assignable, but in the event of the in- 
voluntary transfer of the facilities used for such transmission by operation of 
law (including such transfers to receivers, trustees, or purchasers under fore- 
closure or judicial sale) said authorization shall continue in effect temporarily 
for a reasonable time thereafter pending the making of an application for per- 
manent authorization and decision thereon, provided notice is promptly given in 
writing to the Commission accompanied by a statement that the physical facts 
relating to sufficiency of supply, rates, and nature of use remain substantially 
the same as before the transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Dominion of Canada for the exercise 
of any lawful authority vested in the State, State regulatory commission, or the 
Dominion of Canada over the Applicant. 

(H) This authorization is without prejudice to the authority of this Commis- 
sion, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or any other regula- 
tory body, and nothing herein shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted. 

(I) The authorization herein granted shall supersede that heretofore granted 
by the aforementioned order of the Commission issued September 30, 1948, in the 
above docket. 
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SUN OIL COMPANY, DOCKET NOS. G—9557, G-9647, G—11287, G—11288, 
G-11354, G-11513 


ORDER ADOPTING INITIAL DECISION OF PRESIDING EXAMINER DISALLOWING PROPOSED 
INCREASE RATES, ORDERING REFUNDS AND TERMINATING PROCEEDINGS 


(Issued June 20, 1958) * 
Syllabus 


. Order suspending proposed increased rates valid since (1) contract price 
escalations are changes subject to Commission’s suspension power, (2) 
order contains sufficient statement of reasons for suspension, and (3) the 
order was issued within time provided by the Act. P. 983. 

. There is no discrimination involved in suspending Sun’s proposed increased 
rates while permitting others in the area to go into effect, where different 
facts were presented in those cases from the facts here. P. 987. 

. Pan American case distinguished on its facts from this case and other pro- 
ducer cases such as Union Oil, which require the use of the traditional 
rate-base method as a point of departure. P. 975. 

. Evidence consisting of (1) “commodity value’, (2) comparison of prices for 
natural gas and certain competitive fuels, and (3) the effect on price of 
the decline in purchasing power of the dollar, is not sufficient to meet the 
burden of proof under Section 4 of the Natural Gas Act based on the 
Union Oil and City of Detroit cases. P. 974. 

. Commission grants motion to dismiss Sun’s increased rates under Section 4 
of the Natural Gas Act. P. 988. 

Commissioners DIGBY and KLINE dissenting. 


Robert E. May, Leo J. Hoffman, Hobert Price, Jr., and Herf M. Weinert for 
Sun Oil Co. 

Kent H. Brown, Lawerence M. DeVore, and Mrs. Barbara M. Suchow for Public 
Service Commission of New York. 

Robert M. Weston for the staff of the Federal Power Commission. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 

This is a rate case, arising on a filing by Sun Oil Company (Sun), an independent 
producer, under Section 4 (e) of the Natural Gas Act (Act), of proposed increased 
rates applicable to sales by Sun to four different purchasers’ of natural gas from 
various fields in Texas and Louisiana. The increases were proposed by Sun in 
accordance with fixed escalation provisions in its contracts with the purchasers 
and the amount of each particular increase ranges from two to four mills per 
Mcf. 

Sun’s proposed increased rates were suspended by Commission orders and the 
matters involved were set for hearing. At the conclusion of Sun’s case-in-chief, 
staff counsel and counsel for the New York Public Service Commission filed 
motions to dismiss the proceedings on the ground that Sun had not sustained its 
burden of showing that the proposed increased rates were “just and reasonable” 
within the meaning of the statute as construed by the court in the City of Detroit 
case.” Determining that Sun had not sustained the proposed increased rates, the 


*Initial decision appears on p. 975. 

2 The purchasers are Texas Eastern Transmission Corporation, United Fuel Gas Company, 
Texas Gas Pipe Line Corporation, and Standard Oil Company of Texas. 

2 City of Detroit v. F. P. C., 230 F. 2d 810, certioraré denied, 352 U. 8. 829. 
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presiding examiner granted the motions, ordered Sun to make refunds, and ordered 
the proceeding terminated. Sun filed exceptions to this decision on January 6, 
1958, and the case is before us on those exceptions. 

On consideration of the evidence of record, the briefs, the examiner’s decision, 
and Sun’s exceptions thereto, we conclude that the presiding examiner’s decision 
is correct in material particulars and should be adopted as the decision of the 
Commission. 

A basic holding of the presiding examiner was that the “commodity value” evi- 
dence adduced by Sun to support its proposed increased rates, consisting of evi- 
dence of prices paid for gas by other purchasers in the fields where Sun’s gas is 
produced and in contiguous areas, of comparisons between prices for natural gas 
and certain competitive fuels as well as evidence adduced by Sun of the effects on 
price of the decline in the purchasing power of the dollar, was not sufficient to 
sustain the proposed increase under the City of Detroit decision. Finding that 
“Sun has made no showing of its revenue requirements here nor has it employed 
the conventional rate base method as a point of departure or as a basis of com- 
parison” (examiner’s dec., infra, p. 985), the examiner held that “evidence 
reflecting ‘commodity value,’ absent ‘rate base’ and ‘cost of service’ evidence is 
insufficient upon which to establish that Sun’s prices are just and reasonable” 
(id., p. 981). 

Sun in its exceptions contends that rate base or cost evidence is not a pre- 
requisite to our determining just and reasonable rates for independent pro- 
ducers, citing among other decisions that of the Court of Appeals for the District 
of Columbia in Mississippi River Fuel Corporation v. F. P. C., No. 13199, July 8, 
1957, 252 F. 2d 619, as amended by order filed September 19, 1957, in the same 
cause. In this connection, Sun argues that the presiding examiner’s holding is 
such as to require that a price must be determined by this Commission to be just 
and reasonable before it can be used to establish commodity value, which would 
virtually preclude our use of commodity value evidence under any circumstances, 
contrary to the City of Detroit decision and various Commission decisions. Sun 
also excepts to the examiner’s holding that Sun’s evidence to show that its gas is 
under-priced in comparison with competitive fuels and its evidence of the effects 
of the decline in the purchasing power of the dollar is unworthy of weight or 
consideration. 

In substance, the presiding examiner’s holding that Sun has not met the burden 
of proof under Section 4 (e) of the Act is grounded on his conclusion that the 
company has not met the requirements which we said in the Union Oil Company 
case* are present from the court’s decision in the City of Detroit case. The evi- 
dence adduced in the Union Oil Company case, as here, demonstrates principally 
that the proposed increased rates were reached as a result of arm’s-length bargain- 
ing and were within the range of the field prices in the pricing area in question. 
We said that this was not sufficient to demonstrate the justness and reasonable- 
ness of the proposed increased rates. From the language of the City of Detroit 
case, it was plain to us in the Union Oil decision that the value method used alone, 
as proposed by the applicants, “is not a method of rate-making open to us within 
our delegated power,” for the court held the conventional rate-base method not to 
be the only one available under the statute, but said that it is essential in such a 
case that it be used “as a basis of comparison” (16 F. P. C. at 110). 

The evidence in the instant case is in all material particulars substantially 
identical with the evidence in the Union Oil Company case. Sun, like the rate 
proponents there, presented no evidence relating to rate base or cost as a basis for 
comparison or point of departure, or for any other purpose, predicating its entire 
case on the theory that it was not required to present evidence of this character. 


®In the Matters of Union Oii Company of California, Opinion No. 300, 16 F. P. C. 100. 
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Our reasons for adopting Opinion No. 310, issued April 4, 1958, in Pan American 
Petroleum Corporation, Docket No. G—8549, et al., 19 F. P. ©. 463, do not take 
the instant case out of the rule laid down in Union. In Pan American, while ob- 
serving that the City of Detroit case indicates that we must use the traditional 
rate-base method as a point of departure in a proper case, we expressly found 
that it was impossible under the facts of the Pan American case to employ that 
method. In so holding, we made it abundantly clear that the Pan American case 
presented a “different factual situation from other producer cases previously 
considered by us,” including the Union Oil Company case which we expressly dis- 
tinguished at considerable length. Moreover, we pointed out the “almost impos- 
sible” administrative task which, by reason of the peculiar facts presented, 
confronted us in the Pan American case, and the harmful effects on the public 
interest which would have attended application of the rate base method there. 
Finally, we noted in the Pan American opinion that some cost evidence was be- 
fore us there, although of a general nature. Such is not the case here. We 
conclude that the presiding examiner properly determined that the instant 
proceeding is governed by our holding in the Union Oil Company case. 

The facts, decisions, and principles of law discussed by the presiding examiner, 
as well as our prior decisions, sufficiently establish that Sun’s other contentions 
are without merit and should be rejected. Emphasis by the examiner on the 
“favored nations” and “redetermination” clauses in Sun’s contracts is immaterial 
to the basic issues decided herein. The examiner correctly followed Commission 
precedent in holding that Sun’s contract price escalations are “changes” subject 
to the Commission’s suspension power. The precedents and principles discussed 
by the examiner establish that the Commission orders suspending Sun’s proposed 
increased rates are not invalid either by reason of a failure to contain a sufficient 
statement of reasons, or because not issued within thirty days after the dates of 
filing with the Commission, or for any other reason. Nor was there any discrimi- 
nation involved in suspending Sun’s proposed increased rates while permitting 
others in the area to go into effect. Different facts were present in those cases 
from the facts here before us. 

All contentions and exceptions not specifically discussed herein have been con- 
sidered but found lacking in substantial support in fact or reasonable basis 
in law or are immaterial to the result reached and need not be dealt with 
separately. 

In the light of the foregoing, no sufficient reason exists for granting oral 
argument on Sun’s exceptions to the presiding examiner’s initial decision, and 
the company’s motion therefor filed herein on January 6, 1958, should be denied. 
The Commission orders: 

(A) The initial decision of the presiding examiner issued November 15, 1957, in 
the above-entitled proceeding is adopted as the decision of the Commission as of 


the date of issuance of this order and Sun Oil Company’s exceptions filed Janu- 
ary 6, 1958, to that decision are hereby denied. 


(B) Sun Oil Company’s motion for oral argument before the Commission filed 
January 6, 1958, is hereby denied. 
Commissioners Digby and Kline dissenting. 
DECISION 


UPON APPLICATIONS FOR INCREASES IN RATES AND MOTIONS FOR DISMISSAL 
OF SUCH APPLICATIONS 


(Issued November 15, 1957) 


Brnper, Presiding Hraminer: This is an independent producer rate proceeding 
brought under Sections 4 and 15 of the Natural Gas Act (Act) in which Sun Oil 
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Company (Sun or Applicant) seeks to establish the justness and reasonableness 
of increased prices for natural gas it sells to four different purchasers, viz., 
Texas Eastern Transmission Corporation (Texas Eastern), United Fuel Gas 
Company (United Fuel), Texas Gas Pipe Line Corporation (Texas Gas) and 
Standard Oil Company of Texas (Standard Oil). The increased rates sought 
to be charged are made in conformity with escalation clauses contained in six 
separate contracts covering sales of gas from various fields in Louisiana and 
Texas. 

The six docket numbers set forth in the caption above were consolidated for 
purposes of hearing and determination by a notice issued on February 19, 1957. 
Hearings were held on May 27, 28, and 29, 1957, and briefs were filed by Sun, 
counsel for the Staff and by the New York Public Service Commission. 

Docket Nos. G-9557 and G—11354 pertain to increases in price under two con- 
tracts each of which was dated April 15, 1948, and was thereafter amended, for 
the sale of natural gas produced in the Delhi Field, Louisiana to Texas Eastern. 
These dockets involve two suspension orders, the first suspending a price in- 
crease from 11.8802 cents per Mcf to 12.0854 cents per Mcf under each contract 
which became effective April 1, 1956, subject to refund. The second order 
suspended a further increase in price from 12.0854 cents per Mcf to 12.2905 cents 
per Mcf under each contract and the latter rate became effective on April 1, 1957, 
subject to refund. 

Both Docket Nos. G-9647 and G-—11287 deal with but one contract dated 
September 30, 1954. These dockets involve two increases in price pertaining to 
natural gas produced in the Ellis Field, Louisiana and sold to United Fuel. Doc- 
ket No. G—9647 involves an order suspending an increase in rate from 16 cents 
to 16.4 cents per Mcf effective April 19, 1956, subject to refund. Docket No. 
G-—11287 involves a second increase in the rate under the same contract from 16.4 
cents to 16.8 cents per Mcf which became effective subject to refund pursuant to a 
Commission order issued April 1, 1957. 

Docket No. G-11288 pertains to increases in price under two contracts, each of 
which was executed on October 13, 1954, for the sale of natural gas produced in 
Texas and sold to Texas Gas. One contract pertains to gas produced in the 
Caplen Field and the other pertains to gas produced in the Nome Field. The 
increases in the rates suspended in this docket were from 13.2 cents to 13.4 cents 
per Mcf under each contract. The increase in rate under each contract became 
effective on April 1, 1957, pursuant to Commission order subject to undertakings 
to refund. 

Docket No. G-11513 pertains to a letter agreement dated March 21, 1951, for 
the sale of natural gas produced in the Gist Field in Texas to Standard Oil. On 
October 24, 1956, Sun filed with the Commission a notice to the effect that the 
price to Texas Gas would increase, pursuant to its agreement, from 13.1 cents 
per Mcf to 13.3 cents per Mcf and the Commission suspended this rate increase 
to April 24, 1957 when it would have become effective upon the filing of an 
undertaking to make refunds of any amounts found to be excessive. Sun, how- 
ever, did not file a motion to make the increase effective or file an undertaking 
in this docket. 

In summary, it appears on the record here that Sun has the burden of estab- 
lishing the justness and reasonableness of the following prices for its natural 
gas: 

(1) In Docket Nos. G—-9557 and G—11354, 12,0854 cents per Mcf effective April 
1, 1956, and 12.2905 cents per Mef effective April 1, 1957, for natural gas sold 
to Texas Eastern in Delhi Field, Louisiana. 
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(2) In Docket Nos. G-9647 and G-—11287, 16.4 cents per Mcf effective April 19, 
1956, and 16.8 cents per Mcf effective April 1, 1957, for natural gas sold to United 
Fuel in Ellis Field, Louisiana. 

(3) In Docket No. G—11288, 13.4 cents per Mcf effective April 1, 1957 for nat- 
ural gas sold to Texas Gas in the Nome and Caplen Fields, Texas. 

(4) In Docket No. G-11513, 13.3 cents per Mcf for natural gas sold to Stand- 
ard Oil in the Gist Field, Texas. 

To support its claim for higher rates, the Applicant presented, among other 
things, the testimony of seven witnesses, offered 46 numbered exhibits, and con- 
tended that on the evidence adduced the following findings and conclusions 
should be drawn. 

1. The contracts involved resulted from arm’s-length bargaining between non- 
affiliated companies. 

2. The price provisions of the contracts, including the escalations, are an en- 
tirety, and consequently no increase in rates for the natural gas being sold is 
involved herein. 

3. The prices involved do not exceed the current commodity value of gas. 

4. As related to its commodity value, the natural gas involved is also under- 
priced in comparison with competitive fuels. 

5. The natural gas involved is also underpriced in terms of the declining value 
of the sales dollar. 

6. The Commission’s suspension orders are unlawful under the interpretation 
of the statute by the Supreme Court in the Mobile and Sierra cases. 

7. The suspension orders are invalid because they fail to contain a statement 
in writing of reasons for the suspension as required by the statute. 

8. Certain of the Commission’s suspension orders are invalid because issued 
after the statutory notice period had expired. 

9. The Commission may lawfully apply the commodity value method of deter- 
mining just and reasonable prices. 

10. The uncontradicted evidence established the reasonableness of the 
escalations in price involved. 

11. The record is replete with evidence of discriminations and inequities re- 
sulting from the suspensions of the escalations here involved. 

Sun has also proposed that the Presiding Examiner make certain additional 
formal findings and conclusions which, in general, are of similar purport and 
meaning to those set forth hereinabove. 

Sun’s contentions and proposed findings and conclusions, in the context in 
which presented, are intended by Applicant to be equally applicable to each one 
of the rate increases sought and will be discussed in the order catalogued above. 














(1) and (2) Arm’s Length Bargaining And The Claim That the Price 
Provisions Are An Entirety 


The evidence presented that Sun bargained with the purchasers involved in 
these dockets at arm’s-length and even “strenuously” was uncontradicted. Sun’s 
witnesses testified, in substance, that the Applicant throughout the bargaining 
process sought to sell its natural gas at the best prices possible and under the 
most advantageous terms, considering the area where the gas was located, the 
quality and volume of gas reserves in the fields, and the prices paid by other 
buyers, insofar as such prices could be ascertained. The testimony was also 
to the effect that the buyers involved herein exerted their best efforts to obtain 
as many advantages for themselves as was possible, and that, in general, such 
buyers sought to keep price levels not higher than the going or market price in 
the area, all factors considered. 
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The picture presented is one of honest and responsible businessmen trying to 
arrive at a price for the gas on the basis of the law of supply and demand as the 
latter factors were juxtaposed at the time of the negotiations. The ultimate 
result of the negotiations was the execution of contracts for the sale of gas by 
Sun to purchasers which contracts contained a “favored nations” clause, a 
“redetermination” clause, and an escalation clause. 

Under the various “favored nations” or “redetermination” clauses contained in 
the contracts between Sun and its purchasers under consideration here, Sun may 
require the buyer to pay higher prices dependent upon the “arithmetical average 
of the three highest prices . . .” in specified areas “by three different purchasers 
of gas for resale .. .”*, or Sun may require the purchaser to meet a higher 
price if the buyer contracts to pay such higher price in Louisiana or Texas than 
it is paying Sun’, or Sun may require the purchaser to meet a higher price every 
five years during the period of the contract, such higher price being dependent 
on the three highest prices being paid at the beginning of the price period by 
three different distributors for gas produced in Railway Commission District 
No. 3 for distribution in interstate commerce or resale in interstate commerce 
under three different contracts with producers.’ 

In addition, each contract contains a clause under which the price cannot be 
known until the time specified for redetermination arrives and such redetermina- 
tion is made. Further, each contract contains an escalation clause so that the 
price to Sun for its gas must inevitably rise even if the prices for gas in the 
area go down, and no matter what economic conditions exist, i. e., under the 
contracts being considered “commodity value” is not to be employed at a date 
subsequent to the execution of the contract if “commodity value” goes down but 
is to be employed if the “commodity value” goes up. The purpose of these 
clauses is to assure Sun that in the future it would get higher but not lower 
prices from the buyers under the conditions set forth in the contracts. The 
language employed in these contracts and the operative effect of these clauses is 
intended to make certain that the price for gas to the seller did not under any 
circumstances go below specified schedules of steadily increasing prices and is 
further intended to achieve as a minimum to the seller the higher reaches of 
prices which an unregulated commodity might attain during the life of the 
contract. 

In the case of Docket Nos. G-9557 and G—11354 these provisions resulted in 
extremely substantial increases in the price which Sun could and did obtain for 
its gas. For example, in the two contracts in these dockets involving sales to 
Texas Eastern, the contract, as entered into in 1948, provided for a price of 6 
cents per Mcf for the first five years, but when the contracts were amended in 
1952 pursuant to the “favored nations” clause in the contract the price to Texas 
Eastern beginning November 1, 1952, went up approximately 100 percent for 
that year and the agreement, as amended, provided for escalations beginning 
with a price 12.8200 cents per Mcf as of November 1, 1952. 

The “favored nations” clauses are still an integral part of each one of the 
agreements and if permitted to operate in the manner set forth in the contract, 
there is and can be no way that the Applicant, the purchaser, or the Commission 
can ascertain definitely the amount which Sun may obtain in the future for its 
natural gas over the period of any one of the contracts because the total amount 
to be received will depend, among other things, upon what the purchaser may 


2 See contract with United Fuel, Docket Nos. G-9647 and G—11287. 

*See contracts with Texas Eastern, Docket Nos. G-9557 and G—11354 and contracts with 
Standard Oil, Docket No. G—-11518. 

* See contracts in Docket No. G-11288 with Texas Gas. 
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pay to some other seller under specified conditions in the future. Of course what 
any one of the purchasers may pay in the future is not known or ascertainable at 
this time. 

These factual statements as to the terms of the contracts involved do not 
imply that the contracts were not entered into as a result of completely honest 
arm’s-length bargaining, for the undersigned has found and concluded that 
they were, but simply to point out that the ultimate result of the arm’s-length 
bargaining process in which the parties engaged was an agreement to pay higher 
prices for natural gas in the future in an unknown amount depending among 
other things, on what the buyer might pay another seller for a similar quantity 
and quality of gas in Texas or Louisiana at some unknown future time during a 
twenty-year period. 

There is no certain way of knowing, on the basis of the contracts entered into 
how much Sun would get, or conversely, what any of the buyers would pay 
for the total quantity of gas or for any specific quantity of gas delivered in the 
future, and this comment is applicable to every contract involved in these 
proceedings. 

Sun, however, by its witnesses, contended that in relation to its negotiations 
eoncerning gas sold in the Delhi Field to Texas Eastern it negotiated a contract 
under which the price to be paid by the buyer was low at the beginning of the 
contracts because “. . . we were in part accommodating the pipeline, during a 
period of time when their expected fixed costs were to be high” but “we were 
willing to agree to that only on the basis that the price escalation would give us 
an average price over the term of the contract that we expected to receive’, and 
“that from Sun’s standpoint the seller considered that type of pricing arrange- 
ment to mean that Sun Oil Company would receive a total sum of money for 
all the contract.” * 

As has been pointed out, by reason of the inclusion of the “favored nation” 
and “redetermination” clauses the contracts as written do not and obviously 
were not intended to provide a firm price over a period of years for a specific 
quantity of gas. In view of the operative effect of the “favored nations’’ clauses 
and the “redetermination” clauses it cannot be held logically that the contracts 
were intended to provide for low prices at the beginning and higher prices in the 
later years of the contracts. 

Sun also contended that “The price escalations which became effective did not 
constitute changes” in its rates for gas. The price escalations were “integral 
provisions of the contracts.” * 

The facts are that the price negotiated in 1948 for the Delhi gas was at 6 cents 
per Mcf which was to be in effect for five years thereafter, subject to the opera- 
tion of other clauses, including the “favored nations” clauses and “price redeter- 
mination” clauses which are also integral parts of the contracts. As a result of 
implementing the “favored nations” clause the price doubled. There is no claim 
that Sun in 1948 knew the price it would get for its gas would double in 1952 
nor is there any claim that Sun can foretell the price of its gas to any one of the 
buyers in the future. The idea that Sun undertook to sell a specific quantity of 
gas for a specific sum and that therefore the contract prices were an entirety 
falls of its own weight in this context. This comment is applicable to every one 
of the contracts for the sale of gas involved in these proceedings. 

Aside from these considerations which are directed to the specific provisions 
of the contracts for the sale of gas, all of which were received in evidence, it 


* See quotations from testimony of Sun’s witness, Mr. Bennett, contained in Sun’s brief, 
Pp. 19, 20. 
5 Sun’s brief, p. 87. 
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must be borne in mind that the Commission's rules covering filings by independ- 
ent producers are directly to the contrary of the claims advanced on this issue 
by Sun. Specifically Section 154.94 (c) of the Commission’s Rules and Regu- 
lations adopted under the Act is applicable to Sun and reads as follows: 

The operation of any provision of the rate schedule providing for future 
or periodic changes in the rate, charge, classification, or service after June 
7, 1954, or the operation of any like provision in any initial rate schedule 
filed after June 7, 1954, shall constitute a change in rate schedule. 

The meaning of the language “a change in rate schedule” is unmistakable and 
the rule is clearly applicable to the changes in price sought to be put in effect 
by Sun. 

The validity of the principles embodied in this rule have been considered by 
the courts in the context of similar rules pertaining to pipeline companies.® 
The principles enunciated in these pipeline cases are applicable to Sun. In the 
Matter of Mississippi River Fuel Corp. 2 FPC 170, the Commission said at 
page 176: 

The further contention is made by respondent that the instrument filed by 
it on December 1, 1939, and designated in our files as supplement No. 1 to 
supplement No. 5 to Mississippi River Fuel Corporation rate schedule FPC 
No. 1, does not constitute a change of rates and charges or a new schedule 
as is contemplated under section 4 of the Natural Gas Act, because the in- 
creased rates and charges proposed by the said supplement were prescribed 
pursuant to the agreement between respondent and Laclede dated October 
23, 1931, as amended. The Commission has the power, under section 4 of the 
Natural Gas Act, to suspend any “change” or “new schedule” of rates for a 
certain period pending hearing. The proposed increased rates and charges 
in this case represent a change from those now being charged and are new 
in that sense. Following the principle of Producers Transportation Com- 
pany v. Railroad Commission, 251 U. 8S. 228, and Midland Company v. 
Kansas City Power and Light Company, 300 U. S. 109, supra, that a prior 
contract cannot affect present regulation, we hold that the proposed in- 
creased rates and charges constitute a “change” in rates and charges and 
a “new schedule” within the meaning of section 4 of the Natural Gas Act. 

An independent producer which is a natural gas company as defined in the 
Act is bound by these principles in the same degree as is a pipeline company 
which is a natural gas company as defined in the Act. Sun is a natural gas 
company under the definition contained in the Act, and the meaning of the 
language “change in rates” is as applicable to it as it would be to a pipeline 
company which is a natural gas company. 

The Commission has recently issued several decisions holding that periodic 
price changes are changes in rates within the meaning of Section 4 of the Act 
and these rulings constitute controlling precedent with regard to the issue here.* 

It is found and concluded that the price changes sought to be justified in this 
proceeding are rate changes within the meaning of Section 4 of the Act and 
Section 154.94 (c) of the Commission’s rules. 


*Cf. Matter of Mississippi River Fuel Corp., 2 FPC 170 app’d 121 F2d 159, 164 (CA8) ; 
Mississippi Power & Light Co. v. Memphis Natural Gas Co., 162 F2d 388, 390 (CAS) ; cert. 
den., 332 U. S. 770; Cities Service Gas Producing Co. v. FPC 233 F2d (CA10) cert. den., 
352 U. 8S. 911. 

7Cf. In the Matter of Forest Oil Corporation, Docket G—5510, Order disallowing rate 
increase, issued April 26, 1957, 17 F. P. C. 586; In the Matters of Union Oil Company of 
California, et al., Docket Nos. G—4331, G-—5405, et al., Opinion No. 300, issued December 
6, 1956, 16 F. P. C. 100, and Order Denying Petitions for Rehearing issued January 31, 
1957, 17 F. P. C. 89; In the Matters of Sun Oil Company et al., Docket Nos. G—8288 et al. 





FEDERAL POWER COMMISSION 981 


3. The Prices Involved Do Not Exceed The Current Commodity Value Of Gas. 


Witnesses for Sun whose competence was well established and who possessed 
very substantial experience in the natural gas business testified, among other 
things, that they had made various studies of contracts for the sale of natural 
gas and that they were familiar with the market trends in the industry. They 
testified, in substance, that by reason of such studies and based on their broad 
experience and knowledge of the market, that they had concluded that Sun’s 
prices involved here did not exceed the current commodity value of natural gas.* 

It should be noted, among other things, that the prices contained in the various 
studies do not appear to reflect prices which have been adjudicated as just and 
reasonable as a result of any Commission proceeding. The assumption that the 
existing prices presented in the various studies are just and reasonable simply 
because they exist in the market place is not an assumption founded upon any 
regulatory concept recognized by the courts or upon any provision contained 
in the Act or the Commission’s rules and is an unwarranted assumption. 

If it were to be assumed that the type of comparison of prices presented here 
has validity it would be found that the prices involved do not exceed the current 
commodity value of gas, giving the term “commodity value” a meaning signifying 
the composite of prices (presented in various forms) in a market, which to a 
very substantial extent, if not entirely, reflects prices which have not been passed 
upon by the Commission or the courts as being either just or reasonable. 

Finally in connection with these studies of commodity prices it must be said 
that evidence reflecting “commodity value”, absent “rate base” and “cost of 
service” evidence is insufficient upon which to establish that Sun’s prices are 
just and reasonable. 


4. As Related to Its Commodity Value, The Gas Involved Is Also Underpriced 
In Comparison With Other Competitive Fuels. 


In connection with this claim, Sun’s witnesses prepared a study involving a 
comparison with various fuels, such as propane, butanes, No. 2 fuel oil, No. 6 
fuel oil and crude oil. Comparisons of this character are only argumentative in 
nature, having no probative force. None of the products with which comparison 
is made is regulated and a thermal basis of comparison without consideration of 
numerous other factors bearing upon commodity value cannot be said to have pro- 
bative value in relation to the just and reasonable price of natural gas. 

Moreover, it should be observed that this type of comparison which has to do 
with “value” on a thermal basis rather than with “price” based upon the action 
of the market place is wholly inconsistent with the basic theory of “commodity 
value” relied upon by Sun i. e., it is inconsistent with the claim that the action 
of the market place and the interplay of the forces of demand and supply should 
form the governing basis upon which regulation of natural gas rates should be 
founded. 

The Presiding Examiner finds and concludes that Sun’s evidence relating to the 
comparative costs of other fuels has no probative value in this proceeding. 


5. Gas Prices and the Declining Value of the Dollar. 


In this connection, Sun presented evidence designed to demonstrate that the 
increased prices sought are low when tested by the declining value of the sales 
dollar in terms of wholesale price indices published by the Bureau of Labor 
Statistics, Department of Labor, and by the Department of Commerce, United 
States Government. 


8 One witness testified that in the middle of 1952, there was a definite break in conditions 
affecting the market, 1. e. prices went up. The point when the market had gone up was 
the starting point of one study and January 1, 1957, was selected as the closing date. 


554728— 6164 
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It is clear that there has been an inflationary trend and that the value of the 
dollar from the standpoint of its purchasing power has declined. The fact that 
the value of the dollar has declined has not been used by any federal or state 
regulatory authority as a reason for increasing rates. The theory advanced here 
is unlike that advocated by the supporters of the “commodity value” approach 
to ratemaking. With some oversimplification, it may be stated that the latter 
theory is that if the law of supply and demand is permitted to function the 
increase in price will result in a lowering of demand and this in turn will effect 
an adjustment of price to reasonable levels and thus the consumer will in the 
long run be protected. No claim of consumer protection can reasonably be made 
under the proposal advocated here. 

It should be borne in mind that each filing by a natural gas company seeking 
an increase in rates is entitled to individal consideration. Each case must 
stand on specific facts as they apply to a specific company. In this connection 
it should be kept in mind that the current inflation has not affected every person 
and every natural gas company in precisely the same way, any more than the 
depression affected every person or natural gas company in exactly the same way. 
The effect of inflation while bearing upon the entire economy and every person to 
some degree has different impact on different companies and persons depending 
on numerous factors. Accordingly, in the context of the argument about the 
declining value of the sales dollar it would appear that in order for Sun to be 
entitled to obtain an increase in rates on this theory it would be necessary for 
the Applicant to show how the decreased value of the dollar has specifically 
affected it either through higher costs of operation or through the lowering of 
its profit margins or through some other specific aspect of its operations affecting 
its economic well being. 

Contrary to Sun’s claims, the fact that the value of the dollar has gone down 
does not automatically and inevitably lead to the conclusion that it should get 
more dollars for the same quantity of natural gas. The fact that the price of 
various commodities has gone up is not evidence that the cost of producing the 
specific natural gas involved here has gone up or that the cost of producing nat- 
ural gas for all of Sun’s natural gas operations in their entirety has gone up. 
Sun’s costs may or may not have increased. Whether they have or have not is 
not known because Sun has chosen not to present evidence as to its costs, although 
Sun was afforded every opportunity to present any relevant evidence to estab- 
lish the justness and reasonableness of the higher rates sought. 

The use of the yardstick of inflation to increase Sun’s prices would serve 
principally to spur further increases by other producers, to trigger further in- 
creases in rates for the pipelines which buy this gas, to stimulate the distributors 
who sell the gas directly to the public to seek higher rates and finally it would 
tend to drive the cost of living even higher than it is now. This in turn would 
tend to lead to a further decrease in the value of the dollar and on the “logic” 
of Sun’s argument would afford the basis for every natural gas producer, includ- 
ing Sun, to apply for and seek further increases and thus to continue an endless 
spiral of inflation. 

This course in the undersigned’s opinion could not be considered proper or 
reasonable regulation under the Act as it now exists, nor would it, in the 
long run be in the best interests of Sun or any other producer, and it would appear 
to be against the best interests of the country as a whole. 

In the absence of information as to how the current inflation has specifically 
affected Sun’s operations, either in its impact on the Applicant’s rate base, cost 
of service, rate of return, or any other tangible aspect of Applicant’s business 
it cannot be said that Sun has shown any economic justification which can be 
measured specifically as to the effect of inflation upon it. 














FEDERAL POWER COMMISSION 983 


6. Alleged Unlawfulness Of The Suspension Orders Under The Interpretation 
Of The Statute By The Supreme Court In The Mobile® And Sierra”™ Cases. 
Sun contended, as it had in an earlier rate case, In the Matters of Sun Oil Com- 
pany et al., Docket No. G—8288 et al., Findings and Order affirming Initial 
Decision, issued February 6, 1957, 17 F. P. C. 174, that Mobile and Sierra 
constituted controlling precedent to the effect that the Commission’s suspension 
orders were unlawfully issued. The Commission in Sun’s last rate case said: 

There can be no doubt that the increased rates of the applicants in these 
proceedings are subject to the filing and review provisions of Section 4 of the 
Act. Contrary to the applicants’ contentions, the Mobile and Sierra Pacific 
cases directly support our review under Section 4 (e). In the Mobile and 
Sierra Pacific cases, the Court condemned unilateral filings but interpreted 
Section 4 to require the filing, notice, and Commission review of changes in 
any “rate, charge, classification, or service, or in any rule, regulations, or 
contract relating thereto” which would be “otherwise valid.” The changes 
in rates proposed by United Gas Pipe Line Company in the Mobile case and 
Pacific Gas and Electric Company in the Sierra Pacific case were not “other- 
wise valid.” In these proceedings, however, both the applicants, as sellers, 
and Transcontinental, as buyer, have agreed to the changes in rate and the 
changes are “otherwise valid.” It is our duty under Section 4 to review 
these changed rates agreed to between the parties to determine whether they 
conform to the standards laid down in the Act. 

The applicants’ contention that the increased rates do not constitute 
“changes” within the meaning of Section 4 of the Act is erroneous. The facts 
are clear that the 17-cent rates would change the rates of 9.797 cents per 
Mcf which were in effect as of June 7, 1954, and prior to the dates when the 
respective increases were put into effect. It is immaterial that contracts 
negotiated prior to June 7, 1954, may have contained favored-nations pro- 
visions contemplating unknown and uncertain future changes. 

This language is directly applicable to the instant proceeding. 

In the order quoted above, the Commission also referred to its authority under 
Sections 4 and 16 of the Act and to the provisions of Section 154.94 of its regula- 
tions. In this connection the Commission pointed out that “a change in rate is 
defined to include “The operation of any provision of the rate schedule providing 
for future or periodic changes in the rate, charge, classification, or service after 
June 7, 1954, or the operation of any like provision in any initial rate schedule 
filed after June 7, 1954 * * *””” 

The issuance of the Commission’s orders in the above named dockets is not 
unlawful under the Mobile and Sierra cases. 


7. Adequacy Of The Statement Of Reasons For Suspension Order. 


The apparent basis for Sun’s position that it did not receive a “statement in 
writing of its [the Commission’s] reasons for such suspension” as required 
by Section 4 (e) of the Act is that the language employed in advising the Appli- 
cant of the reason for suspension was stereotyped in form. It is quite true 
that the language employed by the Commission to inform Sun of the reasons for 
Suspension was stereotyped. This same language has been used to advise others 
seeking higher rates of the reasons for suspension. The use of stereotyped 
language in the Commission’s statement does not mean, however, that persons 


® United Gas Pipe Line Oo. v. Mobile Service Corporation, 350 U. 8S. 332. 
%” Federal Power Commission v. Sierra Pacific Power Co., 350 U. S. 348. 
“See also the Commission’s comments to the same effect In the Matter of Forest Oil 


Corporation, Docket No. G-5570 in its Order disallowing rate increase, issued April 26, 
1957, 17 FPC 617. 
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who have received such statement have not been advised of the reasons for 
suspension. That fact that the language has been used in other cases does not 
mean that the language is either unclear or uninformative. In fact the reitera- 
tion of the phraseology employed has given to the language used a meaning which 
has become very clear to the industry. 

The language employed is to the effect that “the increased rates and charges 
proposed in the * * * filing have not been shown to be justified and may be 
unjust, unreasonable, unduly discriminatory or preferential or otherwise 
unlawful.” 

There is no specific formula contained in the Act for setting forth the reasons 
for suspension. 

It is apparent from the language employed that the Commission considered 
the filings here involved and found that on their face there was an inadequate 
justification presented for higher rates. The Commission advised the company 
to that effect and thereby set in motion the machinery for adjudicating the 
question. This statement advised the Applicant that its filings did not on their 
face show that the rates were just and reasonable and the notice of suspension 
had the effect of advising Sun that it would have to show by evidence that the 
rates sought were just and reasonable and it thus afforded Sun all the protection 
which the statute gives to those seeking higher rates.* There is no requirement 
in the statute that the notice constitutes a bill of particulars. 

In Phillips Petroleum Company v. FPC, 227 F 2d 470, the court said: 

* * * the statute prescribes no form of notice or order beyond the require- 
ment that it shall be “a statement in writing of its reasons for such suspen- 
sion”, and that it shall be filed with the schedules and delivered to the natural 
gas company affected. There is no reason to imply a technical concept of the 
notice of suspension. It would seem sufficient if the natural gas company 
is apprised of the suspension in writing in order that the commencement of 
the period of status quo may be definitely fixed for the governance of the 
parties * * * 

There is no merit to Sun’s contentions in regard to the adequacy of the notice 
and they are rejected. 


8. Timeliness Of Suspension Orders In Dockets G—11287, G-11288 and 
G-11354. 

The Applicant argues that the suspension orders in these dockets were issued 
after the time which Section 4 (d) of the Act provides for the taking of such 
action. Sun contends, in substance that the Commission does not possess the 
power to suspend after 30 days have elapsed from the filing date. 

The 30 day’s notice provision of Section 4 (d) is a provision requiring an 
Applicant to give at least 30 day’s notice of change unless the Commission other- 
wise orders. There is nothing in the Act restraining an Applicant from giving 
more than 30 day’s notice although the Commission’s rules contain a provision 
to the effect that such notices shall be filed not more than 90 days before they 
become effective. If an Applicant gave 90 day’s notice of change the Commission 
would not be precluded from suspending after 30 days but before the changes 
noticed became effective. The provision in the statute insofar as limitation on 
the Commission’s powers of suspension are concerned is not upon the 30 day 
notice period but is upon the Commission’s powers once the date of effectiveness 
in the notice of change has been reached. 

In connection with the dockets involved under this point, it should be observed 
that the suspension orders were issued prior to the time when Sun stated such 


12 See Phillips Petroleum Oo. v. FPC, 227 F24 470. 
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increased rates were to become effective. The Commission could not under the 
statute suspend a rate after it became effective. However, before such date it 


has the power to suspend rates assuming all other statutory elements are 
present.* 


9. The “Commodity Value” Method. 


Sun argues that the Commission may lawfully apply the “commodity value” 
method of determining just and reasonable prices. The core of Applicant’s case 
rests on this assertion. 

The Commission has repeatedly held since the City of Detroit case“ that evi- 
dence limited to commodity value, without evidence showing rate base and 
cost of service is insufficient standing by itself to be the basis of determination of 
just and reasonable rates. Sun has presented no evidence relating to rate base 
or cost as a basis of comparison or point of departure or for any other purpose. 
Its entire case is predicated on the theory that it is not required to present 
evidence of this character. The Commission’s decisions in Union Oil and Forest 
Oil are to the contrary and are controlling on this point and these determinations 
require rejection of Sun’s contentions on this point. 

Sun recognizes in its brief that the Commission has held that “a showing of 
commodity value only does not satisfy the requirements of the Act under the 
decision of the Court of Appeals for the District of Columbia Circuit in City of 
Detroit v. Federal Power Conmnission 230 F 2d 810, cert denied, 352 U. S. 829. 
These Commission cases include Union Oil Company of California et al., Opinion 
No. 300, issued December 6, 1956; Sun Oil Company, ct al., order issued February 
6, 1957 ; Associated Oil & Gas Co., et al, order issued February 6. 1957; and Crow 
Drilling Company, et al., order issued February 6, 1957.* 

In substance Sun argues that the Commission was wrong in its concept of the 
law and pins its hopes for ultimate acceptance of its position upon various 
appeals taken to the United States Court of Appeals for the Fifth Circuit from the 
Commission’s orders in the Union, Sun Oil, and other cases referred to in its 
brief. 

The Commission in its order of February 6, 1957, in the Sun Oil case, Docket 
G-8288 succinctly sets forth the reasons for holding that Sun in that case had 
not sustained its burden of proof to show that it was entitled to the higher rates 
it was seeking. In this connection the Commission pointed out that: 

* * * Significantly, there is no showing on the record either of revenue 
requirements or that the increased rates are no higher than necessary to 
promote exploration for and development of gas supplies while, at the same 
time, providing protection to the ultimate consumer contemplated by the 
Act. In the Matters of Union Oil Company of California, et al., supra. 

We have been directed always to relate our action in reviewing the reason- 
ableness of rates to the primary aim of the Act to guard the consumer against 
excessive rates. If we contemplate increasing rates for the purpose of en- 
couraging exploration and development of gas supplies, we must be sure that 
the increase is needed, and is no more than is needed, for the purpose. 
Further than this we cannot go without additional authority from Congress. 
City of Detroit v. Federal Power Commission, 230 F. 2d 810, 817 (1955). 
And, to determine that the increase is needed, it is essential that the con- 


4%Cf. In the Matters of H. J. Chavanne Trustee et al., and H. J. Chavanne, Trustee, 
Docket No. G—11196, Commission Order issued December 4, 1956. See to the same effect 
Commission order in Midstates Oil Corporation, Docket Nos. G—11039, G—11081, issued 
November 5, 1956. 

%4 City of Detroit v. FPC 230 F2d 810, cert den 352 U. 8. 829. 
15 See Sun’s brief pp. 96, 97. 
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ventional rate-base method of ratemaking be used at least as a basis of 
comparison or point of departure. This record does not contain the evidence 
found essential by the Court.. Employment of rate-making standards as 
broad as the applicants would have us use would permit the unregulated 
market to determine rates in the name of regulation. Such result would be 
contrary to the clear direction of the Act that this Commission should regu- 
late these rates. Phillips Petroleum Company v. Wisconsin, 347 U. 8S. 672 
(1954). 

Sun has made no showing of its revenue requirements here nor has it employed 
the conventional rate base method as a point of departure or as a basis of 
comparison. 

The observations made by the Commission in its order in Docket No. G—8288 
et al., are equally applicable here. It is found that the “Commodity value” 
method as employed in this proceeding i. e. a method which purposefully avoids 
the presentation of evidence relating to an Applicant’s rate base, cost of service, 
and omits evidence of a company’s specific revenue requirements pertaining to 
its natural gas business is not a method under which the justness or reasonable- 
ness of rates may be ascertained. 

It should be pointed out that Sun does not claim that the principles which it 
contends should be applied here are any different basically than the principles 
which it advocated be applied in its earlier rate case which was decided against 
it by the Commission in its order of February 6, 1957. 

The evidence presented here in support of its position is in substance an 
elaboration and extension of its contentions in the earlier case but is not 
different in basic ratemaking approach or technique. 

The Mississippi River Fuel case decided by the Court of Appeals on July 8, 
1957, contrary to arguments advanced by Sun, does not constitute a retraction 
or modification of the City of Detroit case but is wholly consistent therewith ; 
nor does it stand for the proposition that independent producer rate cases are to 
be considered on a different footing from pipeline rate cases insofar as basic 
ratemaking principles are concerned. The Mississippi River case does not in any 
sense support Sun’s claims as to the commodity value method and Sun’s claim 
as to the validity of the commodity value method for ratemaking purposes are 
rejected. 


10. Reasonableness of the Escalations Involved. 


Essentially what is involved in these dockets is not merely the measurement 
of the justness or reasonableness of 2 mill or 4 mill escalations. The obligation 
of an Applicant in a rate increase proceeding is to establish by a preponderance of 
the evidence the justness and reasonableness of the total price per Mcf which the 
Applicant seeks to charge the purchaser. 

Section 4 (e) in pertinent part, expressly provides : 

At any hearing involving a rate or charge sought to be increased, the 
burden of proof to show that the increased rate or charge is just and rea- 
sonable shall be upon the natural gas company * * *. [Italic supplied.] 

This language means that not merely the difference between the existing rate 
and the proposed higher rate is the subject of Commission consideration but 
that the total charge i. e. “the increased rate or charge” as a whole is the subject 
of Commission consideration. 

As has been pointed out the use of comparative studies bearing upon prices 
paid to other sellers (which prices have not been established in any proceeding 
as just and reasonable) and the use of cost of living indices neither prove nor 
disprove reasonableness of the rates sought to be obtained by Sun. 
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Sun’s conclusion that the escalations in price have been established to be just 
and reasonable is hinged to its claim that the “commodity value” theory is a valid 
ratemaking procedure i. e. Sun’s claim of justness and reasonableness is based on 
the assumption that proof of arm’s-length dealing, commodity value, fair field 
prices, and the effect of inflation are sufficient without more to show that the 
higher rates sought are just and reasonable. In this connection Sun also claims 
that it is unnecessary to present evidence of rate base and cost evidence as a 
point of departure together with any evidence it may have showing that any 
additional allowance is no more than is reasonably necessary for the purposes 
advanced for any increase. 

These major assumptions by Sun are incorrect and Sun’s conclusions based 
on such incorrect assumptions are also invalid and are rejected. 


11. Discrimination and Inequities. 


This section of Sun’s brief deals in substantial part with the proposition that, 
because it has shown that the Commission permitted certain increased prices 
for natural gas sold in Texas Railroad Commission District No. 6 to become 
effective but suspended certain other proposed escalations affecting gas sold to 
Texas Eastern in Louisiana at lower prices than those permitted to become 
effective in Texas, it has established that discrimination and inequity occurred. 

The fact that a higher price became effective without suspension and that a 
lower price somewhere else was suspended does not constitute an adjudication 
that the higher price allowed to become effective without suspension is just and 
reasonable, or that the lower prices which were suspended are just and 
reasonable. 

In this case Sun was obliged under the statute, where it sought higher rates 
and where the Commission had issued a suspension order, to establish that such 
higher rates were just and reasonable. This it has failed to do. The fact that 
some other escalation clauses containing even higher rates than those suspended 
here were permitted to become effective without suspension in an adjoining state 
has no evidentiary value in this proceeding. A claim of this character is in 
substance a claim that the Commission should fix rates on an area basis without 
regard to rate base, cost of service, or to the specific situation of the specific 
natural gas company involved, as required under the Act. This proceeding must 
be judged on the basis of the facts presented and not on the assumption that 
because certain higher escalated prices became effective elsewhere it follows 
ipso facto that the escalated prices involved here have been proved to be just 
and reasonable. 

The fact that certain increased rates which were not the subject of a suspension 
order became effective is not the equivalent of a finding of fact or law that the 
prices involved here which were the subject of a suspension order were just 
and reasonable. 

As Sun has pointed out, in the cases where the higher rates were permitted to be- 
come effective no opinion was issued and the basis for permitting the higher prices 
to go into effect without suspension have not been expressed in a Commission 
Opinion. 

The fact that the Commission did not issue an opinion or decision expressing 
the reasons why it did not suspend certain rate increases in Texas is no proof 
that Sun has been the victim of discrimination or inequity by reason of the sus- 
pension orders issued and Sun’s claims of discrimination and inequity are re- 
jected. 

Upon consideration of the entire record in these consolidated proceedings, the 
evidence adduced, and the briefs filed herein, the Presiding Examiner finds and 
concludes, in addition to the findings and conclusions herein above stated, that: 
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(1) Sun is an independent producer of natural gas and is engaged in the sale 
of natural gas in interstate commerce for resale for ultimate public consumption, 
subject to the jurisdiction of the Commission and is therefore a “natural gas 
company” within the meaning of the Natural Gas Act. Commission jurisdiction 
over the sales of the Applicant in these proceedings has been previously de- 
termined, certificates of public convenience and necessity have been issued 
authorizing the sales and the certificates have been accepted by the Applicant in 
Docket Nos. G-6835, G-6654, G-6664, G-3653, G-3965, and G-3966. 

(2) The increased rates and charges embodied in Supplements 1 and 2 of Sun 
Oil Company’s FPC Gas Rate Schedule No. 38; in Supplements 7 and 8 of Sun 
Oil Company’s FPC Gas Rate Schedule No. 35; in Supplements 4 and 5 to Sun Oil 
Company’s Gas Rate Schedule No. 36; in Supplement 5 to Sun Oil Company’s 
Gas Rate Schedule No. 41; in Supplement 5 to Sun Oil Company’s Gas Rate Sched- 
ule No. 42, and in Supplement 7 to Sun Oil Company’s Gas Rate Schedule No. 29, 
constitute changes in rates and charges within the meaning of Sections 4 (d) and 
(e) of the Natural Gas Act. 

(3) Evidence of arm’s length bargaining, of the market value of the gas sold 
by Applicant, of the declining value of the sales dollar, and of the price of various 
unregulated types of fuel, without evidence of Sun Oil Company’s revenue re- 
quirements, without evidence showing the employment of the conventional rate- 
base method of ratemaking, at least, as a basis of comparison or point of de- 
parture, and without evidence that the increased rates are no higher than are 
seasonably necessary for the purposes advanced for the increased rates, is not 
sufficient to prove the justness and reasonableness of the increased rates. 

(4) The Applicant has failed to sustain the burden of proof imposed upon it 
under Section 4 (e) of the Natural Gas Act to show that its increased rates and 
charges are just and reasonable within the meaning of the Natural Gas Act; and 
such increased rates and charges are therefore found to be unjust and un- 
reasonable. 

(5) The principles enunciated by the Supreme Court in the Mobile and Sierra 
cases do not furnish any precedent or reason for granting the motion to dismiss 
these proceedings. 

(6) The increased rates and charges involved in Docket G—-11513 do not appear 
to have become effective and no undertaking appears to have been filed in re- 
gard thereto and accordingly it would appear that such increased rates and 
charges were not paid and therefore no refund payments are required in con- 
nection therewith. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
upon its own motion, as provided in the Commission’s Rules of Practice and 
Procedure, that: 

(A) The increased rates and charges embodied in the rate schedules and 
supplements thereto referred to in paragraph (2) above which went into effect 
under bond or undertaking to assure refund of excess charges are hereby 
disallowed. 

(B) The rates and charges contained in Sun Oil Company’s FPC Gas Rate 
Schedule No. 38; the rates and charges contained in Supplement 6 of Sun Oil 
Company’s FPC Gas Rate Schedule No. 35; the rates and charges contained in 
Supplement 3 of Sun Oil Company’s FPC Gas Rate Schedule No. 36; the rates and 
charges contained in Supplement 4 of Sun Oil Company’s FPC Gas Rate Sched- 
ule No. 41; the rates and charges contained in Supplement 4 of Sun Oil Com- 
pany’s FPC Gas Rate Schedule No. 42; the rates and charges contained in Sup- 
plement 6 of Sun Oil Compary’s FPC Gas Rate Schedule No. 29 shall remain and 
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continue in full force and effect until further order of the Commission or until 
changed in accordance with the Natural Gas Act. 

(C) Within 70 days from the date of the issuance of this order Sun Oil Com- 
pany shall refund to United Fuel Gas Company, Texas Eastern Transmission 
Corporation, and Texas Gas Pipe Line Corporation the amounts due from Appli- 
cant to the latter companies by reason of the disallowance of the proposed 
increased rates contained in Applicant’s respective supplements to its FPC Gas 
Rate Schedules listed in paragraph (2) of the findings and conclusions above 
which were permitted by the Commission to become effective under bond 
or undertaking, and pursuant to the terms and agreements and undertakings 
executed and filed by Sun Oil Company with the Commission requiring it to 
make refund of any part of its increased rate disallowed by the Commission. 
Sun Oil Company shall also pay to each of the companies referred to in this 
paragraph simple interest at the rate of 6 percent per annum from the respective 
dates of receipt of such excess amounts during the refund period to the date of 
refund. Sun Oil Company shall bear all costs incidental to the making of such 
refunds. 

(D) Within 90 days from the date of issuance of this order the Applicant shall 
report to the Commission in writing and under oath the details of its respective 
alculations resulting in the refunds ordered pursuant to paragraph (C) above, 
together with copies of releases from each of the purchasers listed in paragraph 
(C) hereinabove. 

(E) Upon completion of the refunds as ordered in paragraph (C) above 
to the satisfaction of the Commission, and the reporting pursuant to paragraph 
(D) above, the undertakings given by Sun Oil Company to make refunds shall 
be discharged and the proceedings shall be terminated. 

(F) The motions by New York Public Service Commission and the staff to 
dismiss these consolidated proceedings are granted subject to the fulfillment of 
the various terms and conditions set forth hereinabove. 

SAMUEL BINDER, 
Presiding Examiner. 


MICHIGAN WISCONSIN PIPE LINE COMPANY, G-—13246; NORTHERN 
INDIANA PUBLIC SERVICE COMPANY, G—12871, G-—12872; NORTHERN 
ILLINOIS GAS COMPANY, G-13408; MICHIGAN GAS UTILITIES COM- 
PANY, G—13858 


ORDER ADOPTING DECISION OF PRESIDING EXAMINER 
(Issued June 20, 1958) * 
Syllabus 


1. Deficiencies in future system gas supply do not warrant the denial of authori- 
zation for new facilities here in view of other considerations. P. 1000. 
2. Commission issues certificate of public convenience under Section 7 of the 
Natural Gas Act to Michigan Wisconsin. P. 1001. 
Charles V. Shannon, Richard F. Genereliy, and Wilber H. Mack for Michigan 
Wisconsin Pipe Line Co. 
J. W. McAuliffe, Richard J. Connor, and Thomas F. Ryan, Gallagher, Connor 
& Boland, for Michigan Gas Utilities Co. 
Reuben Goldberg for Michigan Gas and Electric Co. 


*Initial decision appears on p. 990. 
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Vernon A. Swanson, Fairchild, Foley & Sammond, for Milwaukee Gas Light Co. 

Glen H. Bell, Aberg, Bell, Blake & Conrad, and Harry K. Wrench for Wisconsin 
Fuel and Light Co. 

Raymond N. Shibley and Richard P. Taylor, Steptoe & Johnson, for Panhandle 
Eastern Pipe Line Co. 

David 8. Lichtenstein for the staff of the Federal Power Commission. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and Arthur Kline. 

The presiding examiner’s decision determining that a certificate of public 
convenience and necessity should be issued to Michigan Wisconsin Pipe Line 
Company and that a decision on other issues should be deferred, all under 
Section 7 of the Natural Gas Act, was issued June 4, 1958. Exceptions were 
filed by the staff of this Commission. 


The Commission finds: 


(1) Upon consideration of the entire record in these matters, including oral 
and documentary evidence and the briefs filed before the presiding examiner, 
the decision of the presiding examiner, and the exceptions thereto, the decision 
of the presiding examiner issued June 4, 1958, should be adopted as the decision 
of the Commission. 

(2) The exceptions filed herein to the decision of the presiding examiner 
should be denied. 


The Commission orders: 


(A) The decision of the presiding examiner issued herein on June 4, 1958, 
is hereby adopted, and such decision will become the decision of the Commission 
as of the date of issuance of this order. 

(B) The exceptions filed by the staff of this Commission to the decision of 
the presiding examiner are hereby denied. 


DECISION 


UPON APPLICATION FOR CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 4, 1958) 


Purbvur, Presiding Examiner: On September 9, 1957, Michigan Wisconsin 
Pipe Line Co. filed an application, in Docket No. G—13246, under Section 7 (c) 
of the Natural Gas Act, for a certificate of public convenience and necessity for 
three groups of facilities, hereinafter described. In each of the other four 
proceedings above named, the applicant seeks an order under Section 7 (a) of 
the Act directing either Michigan Wisconsin or its affiliate, American Louisiana 
Pipe Line Co., to connect its transportation facilities with facilities of the 
Section 7 (a) applicant and to sell natural gas to it. The five proceedings, 
having been consolidated for hearing, came on for hearing before the Examiner 
on April 21, 1958. The hearing continued, intermittently, to May 8, 1958. On 
said date, Michigan Wisconsin made a motion to sever “the first phase” of its 
application, so as to permit a Commission decision thereon before June 26, 
1958. This motion, referred to more particularly hereinafter, was granted by 
the Commission. The present decision concerns such phase of the Docket No. 
G-13246 application only. 

The following commissions and companies intervened either in Docket No. 
G-13246 or in the consolidated proceedings, and entered appearances at the 
hearing: the Public Service Commission of Wisconsin, the Michigan Public 
Service Commission, Panhandle Eastern Pipe Line Co., Wisconsin Fuel and 
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Light Co., Michigan Gas Utilities Co., the City of Bethany, Missouri, Ohio Valley 
Gas Corporation, American Louisiana Pipe Line Co., Iowa Southern Utilities 
Co., Michigan Consolidated Gas Co., Michigan Gas and Electric Co., and Mil- 
waukee Gas Light Co. 

At the hearing, evidence both oral and documentary has been introduced by 
Michigan Wisconsin; and certain evidence in rebuttal, by Panhandle. Cross- 
examination of witnesses has been conducted by the Staff of the Commission, 
Panhandle, Wisconsin Fuel and Light Co., and applicant Michigan Wisconsin. 
Michigan Wisconsin, Panhandle and the Staff filed briefs upon the phase of the 
Michigan Wisconsin proceeding now to be decided; Wisconsin Fuel and Light 
Co., Michigan Gas Utilities Co., Milwaukee Gas Light Co., Michigan Gas and 
Electric Co., and Iowa Southern Utilities Co., filed briefs or statements of po- 
sition thereon; and such phase was submitted for consideration and decision. 

Michigan Wisconsin owns and operates a natural-gas pipeline system which 
extends from Hansford County, Texas, in the Hugoton Field, across portions of 
Oklahoma, Kansas, Nebraska, Missouri, Iowa, Illinois, Wisconsin, Indiana 
and Michigan. It transports and sells natural gas for resale in various cities 
and communities in Missouri, Iowa, Illinois, Wisconsin and Michigan, including 
Detroit. It obtains its principal gas supply in the Hugoton Field under gas 
purchase contracts with Phillips Petroleum Company. 

Facilities and New Gas Supply Involved 

The facilities involved in the authorization sought by Michigan Wisconsin 
are concisely described in its main brief, together with a statement of the need 
therefor. The quoted portions of the following four paragraphs are taken 
from such brief: 

“Michigan Wisconsin seeks authority to construct and operate three groups of 
facilities. 

“The first, or ‘A’, group of facilities consist of a lateral line from Michigan 
Wisconsin’s main line to the Lavern Field in Harper County, Oklahoma,” and 
field lines, metering facilities and appurtenances in that field.’ “These facilities 
are required to enable Michigan Wisconsin to obtain needed supplies of gas from 
the Laverne Field pursuant to gas purchase contracts which Michigan Wiscon- 
sin has executed with producers. 

“The second, or ‘B’, group of facilities consist of nine new intermediate com- 
pressor stations on Michigan Wisconsin’s main line plus additional compressor 
facilities at its existing Stations 1, 10, 11 and Wisconsin ‘A’ and a 20.5-mile loop 
of its 22-inch line to the Austin storage field in Michigan.” Michigan Wisconsin 
claims that these facilities are required in order to expand the throughput capac- 
ity of its pipeline system by 40,000 Mcf per day. 

“The third, or ‘C’, group of facilities consist of a 25-mile loop of the lateral to 
Madison, Wisconsin, a new Wisconsin ‘B’ compressor station and additional 
horsepower at Station 10.” Michigan Wisconsin claims that these facilities are 
necessary in order to provide additional capacity to meet the peak-day require- 
ments of its present customers. 

The estimated cost to construct the facilities is $22,069,000, broken down as 
follows: Group “A”, $5,121,000; Group “B”, $14,332,000; Group “C”, $2,616,000. 

The contracts for the purchase of the Lavern Field gas are 14 in number. 
Each is for a term of 20 years. Each provides that Michigan Wisconsin is to 


21In Michigan Wisconsin’s application, these facilities are referred to as a “gathering 
system.” At the hearing, counsel for Michigan Wisconsin stated that said applicant does 
not use such term “in any jurisdictional sense. It is a convenient way to describe the 
facilities that will be installed to take the gas from the wells over to the stripping plant, 
and * * * from the stripping plant * * * to the main line.” 
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take or pay for an average daily quantity of one million cu. ft. of gas per day 
for each eight billion cu. ft. of reserves; that the take during any one day shall 
not be less than 75% or more than 125% of the average daily quantity; and 
that if the take during any year shall be less than the required quantity, Michi- 
gan Wisconsin shall have the right, during the next two years, to receive the 
deficiency. 

Each contract provides for a base price, during the first five-year period, of 17¢ 
per Mcf for 1,000 Btu gas, with an increase of 0.01¢ per.Mcf for each Btu in 
excess of 1,000 up to 1,200 Btu. The base price is to be increased 244¢ per Mcf 
during each of the other five-year periods. A processing plant is to be con- 
structed in the field by another company. Michigan Wisconsin is to be com- 
pensated for shrinkage, fuel and loss of Btu in the plant. 

No change in Michigan Wisconsin’s rate is contemplated as a result of the 
authorization which it seeks. 

By order issued April 24, 1958, In re Ashland Oil & Refining Co., et al., Docket 
No. G—12796 et al., the Commission granted certificates to the producers, author- 
izing the sales to Michigan Wisconsin. 


Michigan Wisconsin’s Proposed Disposition of Additional Volumes of Gas 


In its application, Michigan Wisconsin proposes that, of the additional 40,000 
Mcf of gas per day, 10,000 Mcf be supplied to its affiliate, Michigan Consolidated 
Gas Co. and the remainder, to its other customers. 


Severance of “First Phase” of Michigan Wisconsin’s Application 


It has been noted that, on May 8, 1958, Michigan Wisconsin made a motion to 
the Commission for the severance of the “first phase’’ of its application, to the 
end that a Commission decision thereon might be rendered before June 26, 1958. 
The “first phase” of the application has reference to the authorization sought for 
construction and operation of the “A” and “B” facilities. At the time the motion 
was made, there had been ten days of hearings; and Michigan Wisconsin’s case, 
and evidence in rebuttal, had been presented respecting authorization of such 
facilities. According to the motion, these facilities, as distinguished from the 
“C” facilities, were necessary for the transportation of the daily volume of 
40,000 Mcf which applicant proposed to obtain from the Laverne Field. The 
ground of the motion was that unless such authorization were received before 
June 26, 1958, Michigan Wisconsin’s rights under the Laverne Field gas pur- 
chase contracts might be in jeopardy. The Commission granted the motion, by 
order issued May 16, 1958. Under the procedure thus adopted, the issues, re- 
specting authorization of the ‘‘C” facilities, and allocation of the additional gas 
(including the requests of the Section 7 (a) applicants for service), are reserved 
for subsequent hearing and determination. 


Position of Other Participants 


Intervenors Wisconsin Fuel and Light Co., Michigan Gas Utilities Co., Mil- 
waukee Gas Light Co., Michigan Gas and Electric Co., and Iowa Southern Utili- 
ties Co., support Michigan Wisconsin’s request for certification of the “A” and 
“B” facilities. 

Intervenor Panhandle Eastern Pipe Line Co. would like, in some proceeding 
other than the instant ones, to obtain the permission of the Commission, under 
Section 7 (b), to discontinue certain deliveries of natural gas which it, Pan- 
handle, makes to Michigan Wisconsin’s affiliate, Michigan Consolidated. Michi- 
gan Consolidated serves Detroit, and obtains most of its gas supply from Michi- 
gan Wisconsin. In the instant proceedings, Panhandle is interested in establish- 
ing that Michigan Wisconsin will have the ability to supply the full require- 
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ments of Michigan Consolidated. Panhandle takes the position that Michigan 
Wisconsin’s Laverne Field gas supply is greater than is claimed by Michigan 
Wisconsin. It argues that the Commission should authorize Michigan Wisconsin 
to attach the Laverne gas; that a certificate covering the “A” and “B” facilities 
should issue; and that the certificate should be “appropriately conditioned” to 
reserve for future determination the issues as to “over-all system availability 
of gas.” 

The Staff takes the position that the “A” facilities should be authorized, 
and that the Laverne gas supply thereby be added to Michigan Wisconsin’s 
system. The Staff makes no recommendation as to the grant or denial of 
authorization of the “B” facilities. The Staff’s reservations concerning the 
latter facilities are occasioned by the fact that Michigan Wisconsin proposes, 
by the installation thereof, to increase its system capacity and delivery obliga- 
tions; whereas, under the company’s own showing, “substantial deficiencies” 
in its gas supplies will take place in 1965 and thereafter. By uncontradicted 
evidence, an estimated availability, from the Laverne contracted reserves, of 
at least 40,000 Mcf per day will continue for 17 years. But the Staff argues 
that, under Michigan Wisconsin’s proposals, the attachment of these reserves 
will not remedy the future deficiency situation, for the 40,000 Mcf is to be used 
to meet the increased delivery obligations. The staff says that if the Laverne 
gas supply were used to meet Michigan Wisconsin’s existing delivery obligations, 
not only would the “B” facilities not be needed, but the problem of future 
deficiencies would be alleviated. The Staff recognizes, however, that the “B” 
facilities, and consequent increase in system capacity and delivery obligations, 
will be required unless Michigan Wisconsin cuts down on its take from Phillips 
commensurately with the volumes it receives from Laverne Field—unless 
the “B” facilities be installed, “applicant would be compelled to cut back an 
equivalent amount of Phillips’ gas in order to put the new supplies through its 
system.” Hence, as the Staff sees it, the question of authorizing the “B” facilities 
presents a dilemma. 


MARKET FOR ADDITIONAL GAS SUPPLIES—NEED FOR, DESIGN, ECONOMIC FEASIBILITY 
AND FINANCING OF PROPOSED FACILITIES 
Market 


All of the participants in the proceedings are in agreement that there is an 
ample market on the Michigan Wisconsin system for the additional supplies 
of gas from the Laverne Field. None opposes the attachment of these supplies. 
It is well settled that, under such circumstances, a certificate authorizing 
facilities for the transportation of additional gas may properly issue, subject 
to a condition reserving the allocation of such gas for subsequent hearing 
and determination. In re Trunkline Gas Co., 9 F. P. C. 721, 728, 730-31, 739; 
In re American Louisiana Pipe Line Co., Opinion No. 276, mimeo pp. 7, 20, 23. 
The order herein issuing a certificate will be so conditioned. 

Need for and Design of Facilities 

The evidence shows that the “A” facilities are required if Michigan Wisconsin 
is to obtain gas from Laverne Field; and that the “B” facilities are required 
if Michigan Wisconsin is to increase the capacity of its system by 40,000 
Mcf per day. The evidence also shows that the proposed design of each of these 
two groups of facilities is desirable and economical. The record discloses that 
the capacity of the Laverne gas supply lateral is much more than 40,000 Mcf 
per day, under ideal pressure conditions, being 157,000 Mcf per day. The 
record further discloses that the horsepower of the proposed intermediate 
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compressor stations on the main pipeline can, at low cost, be increased so as 
to permit more pipeline throughput, up to an additional 40,000 Mcf. 
Economic Feasibility and Financing of Facilities 

The evidence shows that the estimated costs of the “A” and “B” facilities 
are adequate and reasonable; and that Michigan Wisconsin’s proposal to 
construct and operate them is economically feasible on the basis of Michigan 
Wisconsin’s present rate. 

The evidence further shows that Michigan Wisconsin proposes to finance 
the cost of such facilities by the issuance and sale of five-year promissory 
notes, and that this financing plan is reasonable and feasible. Michigan Wis- 
consin correctly says in its brief: “At the time of the hearing the prime rate 
was 4% and it was then estimated that the interest rate on the notes would 
not exceed 444%. Since the prime rate has now been reduced to 31%4%, the 
interest on the notes should be substantially less than the 444% previously 
estimated.” 
GAS SUPPLY 


The principal controversies in this phase of the proceeding involve questions 
as to (1) the extent of Michigan Wisconsin’s gas supply in the Laverne Field; 
and (2) whether its Hugoton Field gas supply, plus the Laverne supply, is 
insufficient to warrant the proposed enlargement of its main-line facilities. 


Laverne Field 


Michigan Wisconsin’s expert witness on gas reserves and availability, J. 
Milton Wege, in June 1957, completed a study of the gas reserves controlled 
by Michigan Wisconsin in the Laverne Field. Wege’s study is “based on data 
available through early June 1957.” He used the volumetric method in the 
estimation of the reserves. The producing formations in the Laverne Field are 
the Hoover, Tonkawa and Morrow sands and the Chester lime. In the case 
of the Hoover formation, which is a continuous sand, the witness constructed 
an isopachous map and thereby estimated the volume of rock containing proved 
reserves. In the case of each of the other formations, which are lenticular, 
the witness based his findings of the existence of reserves on production tests, 
where there were completed wells, or on successful drill-stem tests. For each 
completed well or positive drill-stem test, he assigned 640 acres as proved. His 
estimate of the recoverable wet gas reserves subject to Michigan Wisconsin’s 
gas purchase contracts in 354,460 MMcf. Allowing 10% for reduction in 
volume from shrinkage and fuel use, Wege arrived at 319,014 MMcf as being the 
volume of recoverable dry gas committed to Michigan Wisconsin. 

Wege made an estimate of the availability to Michigan Wisconsin of the 
gas over a 20-year period. This estimate is an average daily volume of 40,000 
Mcf during the first 17 years, and somewhat lesser volumes in the remaining 
three years. 

Panhandle produced a petroleum engineer, Charles E. Traugh, who also testi- 
fied as an expert respecting the Laverne Field gas reserves. Traugh, in general, 
used the same methods, procedures and basic factors as Wege. The Traugh 
study, however, was made at a much later time that that of Wege, being 
based on data available on April 15, 1958. In the intervening period of 10 
months, a large amount of additional drilling had taken place. At the time 
of the Wege study, there were, in the Laverne Field, only 36 productive wells; 
while at the time of the Traugh study, there were 66. At the time of the Wege 
study, there were 47 gas well completions in the four zones; at the time of 
the Traugh study, the number of well completions had increased to 100. The 
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Traugh study shows a much larger number of proved acres subject to the 
Michigan Wisconsin contracts than those given by Wege; to-wit, 87,760 acres 
as against 30,916 acres. Traugh testified that his study reflects “substantial 
additional information which resulted from drilling and development occurring 
since June 1, 1957”; and that the increase in acreage which he came up with 
is “a direct result” of such drilling and development. Traugh estimates that 
the recoverable wet gas reserves subject to Michigan Wisconsin’s contracts are 
724,042 MMcf—more than double the volume estimated by Wege. Traugh 
employs a shrinkage and fuel factor of 6%, and comes out with 680,599 MMcf 
as his estimate of recoverable proved dry gas committed to Michigan Wisconsin. 

Traugh estimates an average daily volume of 85,077 Mcf available to Michigan 
Wisconsin for 17 years, and somewhat smaller volumes for the three ensuing 
years. 

The Traugh estimates of the recoverable wet gas in the Tonkawa, Morrow 
and Chester formations, committed to Michigan Wisconsin, total 286,551 MMcf. 
In his studies respecting these zones, Traugh’s method generally, as Wege’s, 
was to assign pay only to sections which had been proved to contain reserves 
by a completed well, or positive drill-stem test, in the particular section and 
formation. In the cases of two wells which had not been drilled to any of 
such three formations, Traugh departed from this method, and assigned re- 
serves on the basis of adjacent completions, employing an isopachous map. 
Since the formations were “directly correlative with an immediate offset,” it 
appears that the existence of the reserves was sufficiently proved. In two 
sections, Traugh assigned pay thicknesses in the Morrow formation where the 
well is the section showed zero pay. However, in each case, there was “a 
direct offset,” “easily correlative with the well that had been tested.” 

The Staff complains that the evidence presented by Traugh concerning the 
Tonkawa, Morrow and Chester formations did not include the records of each 
individual well completion and drill-stem test. The fact remains that Traugh’s 
testimony and exhibits respecting such formations stand unimpeached. And in 
response to questions on cross-examination concerning a number of particular 
wells, he was able to, and did, obtain from Panhandle’s home office the detailed 
information used by him as the basis for determining the number of feet of 
pay. The information thus supplied supports the pay which he assigned in 
such instances, and serves as a spot check on the reliability of his conclusions. 
The reliability of his estimates is further indicated by the fact that in all three 
of these zones, Traugh shows a lesser number of feet of average pay thickness 
than does Wege. Traugh used a “very conservative” recovery factor of 75%. 
The Examiner is satisfied that the Traugh estimates respecting the Tonkawa, 
Morrow and Chester formations are sound and reasonable; and, being based 
on later and more complete information than Wege had, should be accepted 
instead of the Wege estimates. 

In the case of the Hoover formation, the evidence is insufficient to justify 
a finding of any greater volume of validly-estimated proved reserves than that 
estimated by Wege. It has been noted that Wege and Traugh each arrived at 
his determination of the acre-feet in the Hoover sand on the basis of an isopachous 
map. Taugh had the benefit of more well completions and drill-stem tests 
than did Wege. However, cross-exmination disclosed that a large portion of 
the Hoover formation within Traugh’s zero contour line cannot be considered 
to be a proved reserve. Paraphrasing language contained in the 1957 Report 
of the Committee on Natural Gas Reserves of the American Gas Association,” 


2 Proved Reserves of Crude Oil, Natural Gas Liquids and Natural Gas, December 31, 1957, 
Vol. No. 12, pp. 12-13. 
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a large portion of “the undrilled area” which Traugh classified as proved is 
not “so related to the developed acreage and the known field geology and structure 
that its productive ability is considered assured.” There is no break-down in 
the record of Traugh’s estimate of the reserves in the Hoover formation. Since 
the evidence shows that his total figure for these reserves is unjustified, there 
is no recourse but to fall back upon the Wege estimate. On the basis of the 
record, about all that can be said concerning the additional development and 
drillstem tests in the Hoover sand, since the time of the Wege study, is that 
they fortify the Wege estimate of the reserves in that sand. 

The Wege estimate of the recoverable wet gas in the Hoover formation sub- 
ject to Michigan Wisconsin’s gas purchase contracts is 271,255 MMcf. Adding 
this volume to the 286,551 MMcf above found for the Tonkawa, Morrow and 
Chester formations, the figure arrived at for the recoverable wet gas in all four 
of the formations, committed to Michigan Wisconsin, is 557,806 MMcf. As 
to the allowance for shrinkage and fuel, it appears that the 6% factor which 
Traugh used covered merely shrinkage loss and fuel consumption in the re- 
covery plant, and not elsewhere in the field. The 10% factor employed by 
Wege covers all field losses, as well as fuel consumption in the plant. Reduc- 
tion of the 557,806 MMcf by 10% leaves 502,025 MMcf. The Examiner finds and 
concludes that a reasonable and valid estimate of the recoverable proved dry 
gas in the Laverne Field controlled by Michigan Wisconsin under its contracts 
of purchase is a volume of at least 502,025 MMcf. 

The record is as yet incomplete upon the question of the daily volume of gas 
available to Michigan Wisconsin from the Laverne Field. Hence, the Ex- 
aminer makes no finding as to the upper limit of such volume. It is clear, 
however, from the evidence, and the Examiner finds, that the recoverable gas 
reserves in the field under Michigan Wisconsin’s gas purchase contracts will 
support the delivery of an average daily volume much in excess of 40,000 Mcf 
per day, for a period of 17 years; and somewhat lessened deliveries thereafter. 


Hugoton Field—Availability Deficiencies 


Michigan Wisconsin made an estimate, set out in its Exhibit 12, of “Pur- 
chases” and “Pipeline Salable Supply” from present sources of supply, for a 
20-year period. The volumes of gas are computed at a pressure base of 14.735 
psia. The estimate includes the supply from the Laverne Field reserves com- 
mitted to Michigan Wisconsin, which is given as 40,000 Mcf per day. By its 
own showing in Exhibit 12, Michigan Wisconsin, in and after 1965, will be 
faced with serious gas availability deficiencies, unless this state of affairs is 
overcome by additional purchases. By such showing, unless there be addi- 
tional purchases, in 1965, the deficiency will be 29,688 Mcf per day; in 1966, 
78,671 Mcf per day; and in 1967, 120,847 Mcf per day. In the ensuing years, 
up to the 20th year, the deficiency will increase progressively to 282,318 Mcf 
per day. 

The cause of these large deficiencies will be a steady decline in deliverability 
from the Hugoton Field. Exhibit 12 takes account of purchases from certain 
other sources than the Hugoton and Laverne fields, but these other purchases 
are not shown as declining to a significant extent. The reliability of the esti- 
mates of deliveries from these other sources is not questioned. 

The evidence establishes that Michigan Wisconsin’s Hugoton Field purchases 
may well be much less than as pictured by said applicant. Michigan Wiscon- 
sin has no firm assurance of receiving large volumes of gas, upon which it re- 
lies, from an area in the Hugoton Field in Texas known as the Stratford acre- 
age. To make clear the situation calls for review of Michigan Wisconsin’s gas 
purchase contracts with its Hugoton Field supplier, Phillips; and also for refer- 
ences to a gas purchase contract of El Paso Natural Gas Co. with Phillips. 
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The first gas contract between Phillips and Michigan Wisconsin was entered 
into in 1945. The contract, as thereafter amended, provides for the sale and 
purchase of a maximum of 343,000 Mcf of gas a day at 14.735 psia, from certain 
acreage in the Texas and Oklahoma parts of the Hugoton Field, referred to as 
the Michigan-Wisconsin acreage. The contract further provides that the vol- 
umes of gas that Phillips shall be obligated to deliver “shall be limited to the 
volumes of gas which can be legally produced from the acreage covered by this 
contract * * *” (Art. II, Par. 8.) On December 1, 1949, the same parties en- 
tered into a contract which provides for the sale by Phillips and the purchase 
by Michigan Wisconsin of “excess gas” from the Stratford acreage. This latter 
acreage is mainly within, but in part outside of and near, an area known as 
Area “A.” 

In Exhibit 12, Michigan Wisconsin estimates that Phillips will deliver nat- 
ural gas to it at average rates as follows: from 1958 through 1964, 343,000 
Mcf per day; in 1965, 314,000 Mcf per day; in 1966, 265,400 Mcf per day; in 
1967, 223,700 Mcf per day; and thereafter, lesser volumes. These volumes are 
taken from a deliverability study pertaining to Hugoton Field, Exhibit 8, also 
introduced by Michigan Wisconsin. As correctly derived by the Staff from Ex- 
hibit 8, the following are Michigan Wisconsin’s estimated average daily re- 
ceipts from the Stratford acreage: 


Average daily volumes 


Year (Mecf @ 14.65 psia) 
TD din etait cette wien ca ean hia tata chasing nn tees blll 60, 800 
IN Sis ccida tine ence hiesapneceimsinechin sale ants banda aimee ebiaibesbidin 61, 100 
insect snsptasai castle ich ati tiaesagpias damian 88, 100 
TD ai sinitkis either etn tksieninaieenia nailpieiaipiiemaldel 78, 500 
SI cts nilesmnsp acme elongata agli casita 67, 100 
Ts sine n esiren i cncir ceases east Uden nant iaicelan ticles 59, 100 
Oasis bichicsim itchiness apelin dimittiattnipatictiainileiciaiihe 69, 400 
SRD nbetiddsintimnntip ain haan tials 60, 700 
BOD cxtaiasisticn issn identbnuattinaypenuageniéaidinthentiny 35, 700 
BO kittt baie catiamisiennaedsenennitebeciatinspacttiots 17, 800 


From 1968 on, according to Michigan Wisconsin’s estimate, no gas will be avail- 
able to it from this acreage. 

In Exhibit 8, Michigan Wisconsin estimates that in 1961, deliveries to it from 
the Kathryn Field will commence. The Kathryn Field underlies portions of 
the Hugoton Field, at a depth below sea level. Another contract between Phil- 
lips and Michigan Wisconsin, also dated December 1, 1949, commits certain 
acreage in this field to Michigan Wisconsin, and provides that deliveries are to 
begin at such time as Phillips is unable to supply Michigan Wisconsin’s maxi- 
mum requirement of 343,000 Mcf per day from the other two sources. The vol- 
umes of gas available to Michigan Wisconsin from this acreage are limited. 
As estimated by Michigan Wisconsin, the deliveries, at 14.65 psia, will be 
10,000 Mcf per day in 1961; will reach a peak of 30,000 Mcf per day in the 
period 1963-67 ; and thereafter, will decline. 

The evidence shows that the rights of Michigan Wisconsin to any gas from 
the Stratford acreage are subordinate to those of El Paso Natural Gas Co., to 
the extent of 180,000 Mcf per day, at 14.9 psia, plus additional volumes to El Paso 
for compressor station fuel. A contract, entered into in 1945 between Phillips 
and El Paso, provides for the sale and purchase of an average daily volume of 
180,000 Mcf, at 14.9 psia, plus gas required for fuel in a compressor station. Cer- 
tain acreage in the West Panhandle Field (sometimes referred to as “the El 
Paso Panhandle acreage”) and also the Area “A” acreage, are covered by this 
contract. Phillips has the right, under the contract, to deliver the 180,000 Mcf 
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and the compressor station fuel from the West Panhandle and Area “A” acreage ; 
or else to substitute therefor, in whole or in part, gas from other sources. 

The contract between Phillips and Michigan Wisconsin for the “excess gas” 
from the Stratford acreage recites that under the proration laws of Texas, the 
lawful production from the Michigan Wisconsin acreage “is expected to be less 
than Michigan-Wisconsin’s requirements therefrom,” and the lawful production 
from the Area “A” acreage “is expected to be more than Phillips will require 
therefrom for the performance of the El Paso contract.” (Art. I, See. 5 (c).) 
Accordingly, such Michigan Wisconsin contract provides as follows: 

If the result of proration is the expected result hereinbefore stated, Phil- 
lips will deliver and sell to Michigan Wisconsin and Michigan Wisconsin will 
receive and buy from Phillips all of the Stratford net proration excess gas 
required to make up the Michigan-Wisconsin proration deficiency. (Art. 
III, Sec. 1.) 

And further : 

Except as required for the performance of the El Paso contract, Phillips 
will not produce from the wells on the Area “A” acreage, for the purpose 
of making deliveries of gas to El Paso, daily average gross volumes greater 
than those shown in [an accompanying] Schedule A, * * * 

Such schedule, for the period from 1958 through 1967, lists 79,000,000 cu. ft. at 
14.9 psia, or 80,348,148 cu. ft. at 14.65 psia. (Art. III, Sec. 2.) The Michigan- 
Wisconsin Stratford acreage contract further provides: 

To the extent of the volumes of gas for which El Paso has a first and pref- 
erential right from the El Paso Panhandle acreage, Phillips will at all times 
either (i) deliver to El Paso from said Panhandle acreage or (ii) substitute 
for delivery to El Paso from sources outside Area “A”, the difference between 
the daily average volumes required to be delivered to El Paso and the ap- 
plicable Schedule A volumes. (Art III, See. 3 (a).) 

Michigan Wisvonsin’s estimates of the volumes which will be available to it 
from the Stratford acreage are, generally, lower than its actual receipts from 
such acreage in the past. Also, in the main, Michigan Wisconsin depicts the 
volumes available to it from this acreage in the future as declining. Accord- 
ing to Michigan Wisconsin's expert witness on gas reserves and availability, the 
“attempt” was “to allow for possible decline in gas available to Phillips in the 
Panhandle Field, thus making it necessary to deliver more from the Stratford 
acreage to El Paso. 

Michigan Wisconsin contends that El Paso has a preferential right to the gas 
in the Area “A” acreage only to the extent of the volumes set out in Schedule 
“A” to the Michigan-Wisconsin Stratford acreage contract; that Michigan Wis- 
consin has a prior right to all production above such stated volumes; and that, 
accordingly, said applicant’s estimate of the volumes which it will receive from 
the Stratford acreage is justified. 

The Examiner cannot agree with this construction of the El Paso and Michigan 
Wisconsin contracts. 

The El Paso contract declares that “Phillips hereby dedicates to the [El Paso] 
Pipe Line and agrees to deliver to El Paso under the terms of this contract all 
gas” purchased by Phillips and “all gas” produced under Phillips’ gas leases 
“within * * * Area ‘A’,” save for volumes of gas specified in seven exceptions. 
The first six exceptions are the usual exceptions in a producer’s contract, and 
are immaterial. The salient provisions of the seventh exception are as follows: 

* * * it is understood that it is possible that the total volumes of gas 
purchased and received by El Paso hereunder * * * plus the volumes of gas 
covered by exceptions (1) to (6) inclusive, * * * may be less than the 
total ratable production * * * from acreage covered by this contract in 
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Area “A” * * * It is agreed that, in the event such contingency shall 
occur, Phillips shall have the right to produce from such acreage in said 
Area “A” the total ratable production * * * and to use or sell to others 
than El Paso any volumes of gas in excess of the total volumes of gas pur- 
chased and received by El Paso hereunder * * * plus the volumes of gas 
covered by said exception; provided that Phillips agrees that it will not 
increase its sales and uses of gas from Area “A” * * * in such manner as to 
increase the volumes of gas produced during any calendar year from the 
acreage in said Area “A” covered by this contract, * * * above the daily 
average volumes shown for the period in which such year occurs on the 
schedule hereto attached and marked Exhibit C except as may be necessary 
to increase the production from said acreage * * * ratably with increases 
first made by other producers in the production of gas * * * (Art. III, 
Sec. 2, subsec. D.) 

The daily average volumes listed on the exhibit referred to and those listed 
in Schedule “A” to the Michigan-Wisconsin Stratford acreage contract are 
identical. 

It will be seen that these volumes, in the El Paso contract, are not a limitation 
upon the quantity of gas which El Paso can purchase from Area “A”, but are 
merely a limitation upon the extent to which Phillips can sell gas from Area 
“A” to others, or can itself make use of such gas, in the absence of a necessity 
to produce greater volumes in order to avoid drainage. 

Clearly, under the El Paso contract, El Paso has the right to the production 
from Area “A” to the extent that the volumes of gas from the El Paso Panhandle 
acreage to which El Paso has a right, fall below its average daily entitlement of 
180,000 Mcf. 

The Michigan-Wisconsin Stratford acreage contract cannot, and does not 
purport to, cut down this right of Bl Paso to the Area “A” production. Instead, 
it expressly recognizes such right. Note e. g., the above-quoted language from 
such contract, “Except as required for the performance of the El Paso contract,” 
Phillips will not, for the purpose of making deliveries to El Paso, produce greater 
volumes from Area “A” than those set out in Schedule “A” to the Michigan 
Wisconsin contract. This language (1) recognizes the right of El Paso to such 
volumes from Area “A” as are required in order for the El Paso contract to be 
performed; and (2) makes clear the fact that the volumes specified in Schedule 
“A” are merely a limitation upon the deliveries to be made to El Paso from Area 
“A“ if El Paso’s entitlement can be met from the West Panhandle Field. 

It does not necessarily follow, however, that Michigan Wisconsin will not re- 
ceive the average daily volumes from the Stratford acreage which it estimates 
that it will receive. According to the Michigan Wisconsin contract involving this 
acreage, Phillips expected that the production from Area “A” would be more 
than it would require in order to perform the El Paso contract, and further ex- 
pected that the excess gas from such area would be sufficient to enable it to 
deliver to Michigan Wisconsin the maximum daily volume of 343,000 Mcf speci- 
fied in the original Michigan Wisconsin contract. The record discloses that 
in the period 1953-1957, inclusive, Phillips delivered to Michigan Wisconsin, from 
the Stratford acreage, the following volumes of gas: 


Average daily volumes 
Year (Mcf @ 14.65 Psia) 


72, 100 
120, 100 
88, 500 
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It will be noted that these average daily volumes, in each of such years, are 
much greater than Michigan Wisconsin’s estimated receipts from the Stratford 
area in 1958 and 1959, and in the period 1962-1967, inclusive ; further, that Michi- 
gan Wisconsin’s estimated receipts in 1960 and 1961—to-wit, a daily rate of 88,100 
Mcef and 78,500 Mcf—are in line with its actual receipts from such area during 
the 1953-1957 period. These circumstances are some evidence that deliveries 
to Michigan Wisconsin from the Stratford acreage will continue in the future; and 
that Michigan Wisconsin will receive the volumes from such source which it esti- 
mates, or a large portion thereof. 

Moreover, it is a reasonable probability that any deficiencies in the estimated 
deliveries from the Stratford acreage will be counterbalanced by gas available 
to Michigan Wisconsin from the Laverne Field committed reserves, over and 
above Michigan Wisconsin’s estimate of 40,000 Mcf per day. The planning and 
arranging to the end that Michigan Wisconsin can count on particular volumes 
from the combined two sources of supply are functions of management. 

It would appear that the total of the daily volumes which Michigan Wiscon- 
sin reasonably can be expected to receive from the Stratford acreage and the 
Laverne acreage committed to it, will at least equal the total of the daily 
volumes which Exhibits 12 and 8 represent Michigan Wisconsin as receiving 
from these two sources. For the transportation of these volumes, the “B” facil- 
ities will be necessary until in or about 1966, when the deliveries from the 
Stratford acreage, as estimated, will diminish substantially. Also, remember 
that said applicant proposes, if the “B” facilities are authorized, to increase 
its delivery obligations by 40,000 Mcf daily. And remember that there will be 
large deficiencies in the availability of gas to Michigan Wisconsin in and after 
1966, in the absence of adequate additional purchases. 

With these facts before us, should the “B” facilities be certificated? The 
Examiner is of the opinion that the answer to this question is, “Yes.” 

Certainly, it is in the public interest for Michigan Wisconsin to attach the 
new gas supply from the Laverne Field. And it is in the public interest for the 
gas supplies from Phillips to continue to the extent depicted in Exhibit 12. 
Both of these results can be achieved only if the “B” facilities are constructed. 
For that matter, the “B” facilities will be necessary if the Laverne Field sup- 
plies are attached and substantially lesser volumes are received from Phillips 
than pictured in Exhibit 12. 

In view of these considerations, the deficiencies in availability of gas to 
Michigan Wisconsin which threaten do not warrant the denial of authorization 
of these facilities. If the “B” facilities are installed, the deficiencies will not 
be any greater, until 18 years hence (and then only slightly greater), than 
they will be if such facilities are not installed ; and the deficiencies in the inter- 
vening years may perhaps not be so great. 

The record shows that the management of Michigan Wisconsin is alive to 
the necessity of the company’s acquiring additional sources of supply. In 
particular, it appears from the evidence that an area commencing adjacent to 
the Laverne Field and extending over a uumber of counties has good promise 
of potential development. Michigan Wisconsin’s vice president testified that 
the proposed extension to the Laverne Field “is but the first step, and indeed 
the most important step, in Michigan Wisconsin’s plan of supplementing its gas 
supply.” It is to be expected that an aggressive management can surmount 
Michigan Wisconsin’s gas supply difficulties. 
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FINDINGS AND CONCLUSIONS 


Upon consideration of the evidence adduced and the briefs of counsel, it is 
further found and concluded that: 

(1) Michigan Wisconsin Pipe Line Co., a Delaware corporation having its 
principal place of business in Detroit, Michigan, is engaged in the transportation 
and sale of natural gas in interstate commerce and is a “natural-gas company” 
within the meaning of the Natural Gas Act, as heretofore found by the Commis- 
sion, 15 F. P. C. 23, 41. 

(2) The Group “A” and Group “B” facilities, described in the foregoing 
decision, are subject to the requirements of Section 7 (c) of the Natural Gas 
Act, as amended. 

(3) The Group “A” and Group “B” facilities are adequate to render the 
service which Michigan Wisconsin proposes and which said applicant is here- 
inafter authorized to provide. 

(4) Michigan Wisconsin is a qualified applicant and is able and willing 
properly to do the acts and to perform the service proposed and to conform to 
the provisions of the Natural Gas Act, and the requirements, rules and regula- 
tions of the Commission thereunder. 

(5) The construction and operation of the “A” and “B” facilities are required 
by the present and future public convenience and necessity and a certificate 
should be issued authorizing such construction and operation subject to a 
condition reserving the allocation of the additional gas for subsequent hearing 
and determination. 

ORDER 


Wherefore, it is ordered, subject to review by the Commission on appeal, or 
review, by the Commission on its own motion, as provided in its Rules and 
Practice and Procedure, that: 

(A) A certificate of public convenience and necessity be and the same is 
hereby issued in Docket No. G—13246 authorizing Michigan Wisconsin Pipe 
Line Company to construct and operate the Group “A” and Group “B” facilities, 
hereinbefore described and described in its application, for the transportation 
and sale of natural gas as therein set forth, upon the terms and conditions of 
this order and upon such further terms and conditions as may be found to 
be reasonably required by the public convenience and necessity in any order 
issued subsequent to the further hearing to be held in these proceedings. The 
following conditions are hereby attached to the exercise of the rights granted 
under such certificate: 

(i) The remaining issues respecting authorization of the Group “C” facilities, 
the applications in Docket Nos. G—12871, G—12872, G-13408 and G—13858, and 
all issues respecting the allocation of the additional gas made available by the 
“A” and “B” facilities, are reserved for subsequent hearing and determination. 

(ii) Pending final determination of the issues the decision as to which is 
reserved herein, Michigan Wisconsin shall not be permitted to devote any of 
the additional gas supply to firm service. 

(iii) The facilities being authorized shall not be used for the transportation 
or sale of natural gas to any new customer except upon specific authorization 
of the Commission. 

(iv) The certificate hereby granted shall be accepted in writing and under 
oath, by a responsible official of Michigan Wisconsin; and the general terms 
and conditions set forth in paragraphs (a), (b), (ec) (1), (ec) (3), (e) (4), 
and (e) of Section 157.20 of the Commission’s Regulations under the Natural 
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Gas Act shall attach to the issuance of the cerificate, and to the exercise of the 
rights granted thereunder. 

(v) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act, is 
hereby fixed at six months from the date on which this order issues. 

(B) The grant of the certificate hereby issued shall not be construed as a 
waiver of the requirements of Section 4 of the Natural Gas Act, or of Section 
154 of the Commission’s Regulations under the Natural Gas Act; and is without 
prejudice to any findings or orders which have been or may hereafter be made 
by the Commission in any proceeding now pending or hereafter instituted by 
or against Michigan Wisconsin. 

(C) The hearing in these consolidated proceedings shall resume on July 8, 
1958, at 10:00 a. m. (EDT), in a hearing room of the Federal Power Com- 
mission, 441 G Street, N. W., Washington, D. C. 


Se er Se aS et ATP OS 


by 


eo A 4 Gf 


Howe. PurbDve, 
Presiding Examiner. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 










NATURAL GAS PIPELINE COMPANY OF AMERICA, DOCKET NOS. 
G-3123 AND G-12157 





ORDER APPROVING PROPOSED SETTLEMENT AND PRESCRIBING REFUNDS 


(Issued June 20, 1958) 


eC lOlelo lee COS CC 





These are rate proceedings arising under the Natural Gas Act. They involve 
two increased rate proposals tendered by Natural Gas Pipeline Company of 
America (Natural), and suspended by orders issued in Docket Nos. G-3123 and 
G-12157... The matters are immediately before us now for consideration of 
a motion filed by Natural on April 1, 1958, as supplemented on April 28 and May 
27, 1958, that the Commission consider and approve a Plan of Settlement with 
respect to rates for sales of natural gas, subject to our jurisdiction. As a part 
of the settlement agreement, Natural has tendered not only the consents of its 
utility customers, but also of the City of Chicago, Illinois Commerce Commis- 
sion, Public Service Commission of Wisconsin, and State of Iowa, interested 
public bodies who are intervenors herein. 

Additionally, Natural requests that, to the extent that it may be required, 
the Commission reopen the record in the proceeding in Docket No. G-3123, 
without further hearing, for the sole and only purpose of receiving the Plan 
of Settlement therein. The proceeding in Docket No. G-3123 is presently before 
us upon exceptions to the presiding examiner’s decision issued on May 24, 
1957, and after oral argument thereon. 

On September 1, 1954, Natural tendered for filing certain revised tariff 
sheets*® to its FPC Gas Tariff, First Revised Volume No. 1, proposed to be 
effective October 1, 1954. By these revisions Natural contemplated a general 
increase in the rates and charges of the First Block of Rate Schedule CD-1,* 
under which approximately all of its sales subject to the jurisdiction of the 



















a a ae a ae a ee 








1These proceedings were not consolidated. 
2 These sheets were designated Third Revised Sheets Nos. 5 and 6. 
*¥or a history of the First Block of Rate Schedule CD-1 see Natural Gas Pipeline Co., 
12 FPC 708, 729, 1427 
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Commission are made, of more than $10,000,000 annually. By order issued 
September 30, 1954, the Commission entered upon a hearing in Docket No. 
G-3123 concerning the lawfulness of such increased rates and charges, sus- 
pended them, and deferred their use until March 2, 1955. Subsequently, upon 
the filing by Natural of the statutory motion, the revised tariff sheets were 
permitted to become effective as of March 2, 1955, subject to a corporate agree- 
ment and undertaking to assure the refund of excess charges, and they con- 
tinued into effect until August 11, 1957, when they were superseded by still 
higher rates and charges. 

Hearings were held intermittently in Docket No. G-3123 commencing in 
November, 1954, and concluding in January, 1957. Testimony, both oral and 
documentary, was offered by Natural, the Commission's staff, and certain inter- 
venors. Upon consideration of the testimony and the briefs filed, the presiding 
examiner on May 24, 1957, issued an initial decision allowing $5,684,000 of the 
annual requested increase. 

The examiner found and concluded that the evidence established that the 
rates and charges contained in the revised tariff sheets were unjust and unrea- 
sonable, and that rates and charges consisting of a demand charge of $1.20 
per month per Mcf of billing demand, and a commodity charge of 15.21¢ per 
Mcf were just and reasonable (Decision, mimeo ed., pp. 52, 53, 54).° He pro- 
vided for possible future refunds and rate reductions in the event Natural 
shall receive any refunds from two suppliers. In his decision, the examiner 
rejected Natural’s contention that it should be allowed the average-weighted 
field value for its own production in the West Panhandle Field, Texas, in lieu 
of such production being costed on the traditional rate-base approach, (Mimeo 
ed., pp. 7-40), holding that the rate-base method should be employed (Mimeo 
ed., p. 40). 

The examiner disallowed Natural’s contention that it should be permitted 
to retain the 274%4% of gross income allowance for depletion provided for by 
Section 613 of the Internal Revenue Code of 1954, of which Natural avails 
itself in computing taxable net income, holding that Natural is not entitled to 
retain this income-tax benefit (Decision, mimeo ed., pp. 40-41). Further, the 
presiding examiner rejected Natural’s contention that the two gasoline ex- 
traction plants in the Panhandle Field should be considered non-jurisdictional 
and that the net revenues from such operations should not be credited to the 
cost of service (Decision, mimeo ed., pp. 42-43). Lastly, the examiner held 
that 6% per annum is a fair, reasonable, and compensatory rate of return for 
Natural (Decision, mimeo ed., pp. 44-49).”. In applying the rate-base method, 
the examiner allowed the lease costs of Texoma Production Company (Texoma), 
a wholly-owned subsidiary of Natural, to be included in Natural’s rate base, and 
allowed, as an operating expense, an amount of $750,000 per year called for by 
Texoma’s program of exploration (Decision, mimeo ed. p. 40). As noted 
previously, the proceeding in Docket No. G-3123 is presently before us upon 
exceptions to the initial decision. 

On February 8, 1957, Natural tendered for filing certain revised tariff sheets ° 
to its FPC Gas Tariff, First Revised Volume No. 1, to be effective March 11, 
1957, and proposing an annual increase in the first block rates and charges of 


* Based on sales for the year ended June 30, 1954, as adjusted. 
5 Natural had proposed rates and charges consisting of $1.30 per month per Mef of billing 
demand and a commodity charge of 17.55¢ per Mef. 


*Colorado Interstate Gas Company and Panoma Corporation (Now Dorchester Cor- 
poration). 


7? Natural sought the allowance of an annual rate of return of 6.5%. 
® The sheets were designated Fourth Revised Sheets No. 5 and 6. 
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approximately $5,366,000 annually, or 10.5% based on sales for the year ended 
September 30, 1956, as adjusted, over the rates then in effect in Docket No. 
G-3123. In the data supporting the tender, Natural reiterated the same con- 
tentions raised in Docket No. G-8123. By order issued March 8, 1957, in 
Docket No. G—-12157, we entered into a hearing upon the lawfulness of the 
increased rates and charges, suspended them, and deferred their use until 
August 11, 1957. Upon the filing of the statutory motion by Natural, the in- 
creased rates and charges were permitted to become effective on August 11, 
1957, and they continued to be in effect until May 22, 1958, when they were 
superseded by still higher rates and charges consented to by Natural’s utility 
customers.® No hearing has been held in the proceeding in Docket No. G-12157. 

Under the Plan of Settlement, Natural proposes to refund to its utility cus- 
tomers $10,137,853.79, plus interest at 6% per annum, for sales of natural gas for 
the period commencing March 2, 1955, when the G-—3123 rates became effective, 
through December 31, 1957. The settlement had been consented to by all the 
utility customers and the noncustomer intervenors prior to conferences held 
in Washington, D. C., on May 26-28, 1958, attended by Natural, most of its 
customers, and representatives of the Commission’s staff, at which time final 
agreement was had.” 

In its motion, Natural states that Memphis Light, Gas and Water Division v. 
F. P. C., 250 F. 2d 402 (CADC), cert. granted, 355 U. S. 938, has raised material 
questions of law relating to the construction of the Natural Gas Act not thereto- 
fore contemplated by Natural. It asserted that the uncertainties created by the 
decision have resulted in Natural being unable to determine whether it can 
meet the earnings tests under the provisions of its present indenture of mortgage 
during the period March 2, 1955, to the date of the filing of the motion, and have 
made it necessary to delay the permanent financing of certificated facilities ™ 
until it can obtain reasonable assurance of its minimal earnings position subse- 
quent to March 2, 1955. In order to meet its immediate financial commitments, 
to continue to serve its markets, to add capacity,” and to remove the uncer- 
tainties of Memphis, Natural negotiated the proposed plan of settlement with 
its utility customers, except The Peoples Gas Light and Coke Company— its parent 
—for the purpose of reaching an agreement under which its earnings position 
may be definitively determined, and to settle, subject to our approval, all of 
the issues in Docket Nos. G-3123 and G—12157. 

It appears from the proposed Plan of Settlement that certain of Natural’s 
customers employed a firm of accountants to make a general review of Natural’s 
determination of rate base, cost of service, and indicated rates for the ten 
months ended December 31, 1955, and for the years ended December 31, 1956 
and 1957. The costs developed by Natural were found by the firm of accountants 
to be acceptable, and, upon the basis of such review the utility customers and 
non-customer intervenors assented to the settlement. 

In determining rate base, cost of service and indicated rates for the first 
block sales for the purpose of settlement in these two proceedings, Natural 
receded from the principal contentions it raised therein. Thus, (1) production 


®Order issued May 21, 1958, in Natural Gas Pipeline Co., Docket No. G—13950, 19 
F. P. C. 786. . 

2 Each customer and each non-customer intervenor was afforded an opportunity to 
participate in the conferences. Those who did not participate sent telegraphic (and in one 
ease, telephonic) advice of their intention not to participate. 

2 Including the Jack-Wise Counties, Texas, extension authorized in Docket Nos. G—4280, 
et al., 17 FPC 67, and the supercharging of Natural’s main line compressor station engines 
temporarily authorized in Docket Nos. G—9966, et al., on April 12, 1957. 

22 Natural has filed applications for certificates of public convenience and necessity 
authorizing additional capacity. See Docket Nos. G—9966, et al., and Docket No. G—12399. 
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facilities and gasoline plants were included in the rate base; (2) Natural’s own 
production of natural gas was included in the cost of service at amounts rec- 
orded in its accounts, i. e., at cost rather than at field value; (3) revenues from 
operation of products extraction facilities were included as a reduction (credit) 
of cost of service; (4) return was computed at a rate of 6%; (5) and Federal 
income taxes were computed on the return after deducting statutory depletion. 
Additionally, no allowance was included for exploration and development costs 
of Texoma,” certain adjustments for interest and other miscellaneous items were 
made in computing Federal income taxes, and the cost of service was reduced 
for excess of applicable Block 2 and interruptible sales over the cost of gas 
purchased therefor.“ In substance, Natural in negotiating the settlement has 
adhered to the principles laid down by the initial decision in Docket No. G-3123, 
and additionally, abandoned exploration and development costs allowed as 
operating expenses by the presiding examiner. 

In summary, the proposed plan of settlement provides: 

1. Submission of specific refund rates for first block sales for each of three 
periods: March 2 through December 31, 1955; calendar year 1956 and calendar 
year 1957. 

2. Refund of $10,137,853.79 principal (as set forth in Appendix A attached 
hereto and made a part hereof) within 30 days of the date the order of the 
Commission approving or accepting the settlement terms becomes final and not 
subject to further court review. 

3. Interest at 6% on the refund from the 25th day of each month in which 
payment under the refund rates is assumed to have been made instead of the 
rates actually charged for the preceding billing month, interest to terminate 
on the date the Commission’s order approving or accepting the settlement be- 
comes final and not subject to further court review. 

4. Refunds from suppliers, Colorado Interstate Gas Company and Dorchester 
Corporation (sic. Panoma Corporation) to be passed on to wholesale customers, 
when such refunds in total amount to $100,000 or more, after deduction of all 
expenses reasonably incurred in any judicial proceeding necessary to secure 
the refunds, such expenses not to include any expenses incident to any Com- 
mission proceedings or any review thereof under section 19 (b) of the Natural 
Gas Act. 

5. Natural, in filing its 1957 Federal income tax return, to claim depreciation 
for its Jack-Wise Counties extension and its supercharging facilities only for 
that part of 1957 that the facilities were actually in service and to capitalize 
in the tax base all interest cost relating to these facilities that was incurred 
during construction in 1957. 

6. Refund for the period January 1, 1958, through May 21, 1958, excess revenues 
(with interest at 6%) above its cost of service for such period based upon re- 
turn at the rate of 6% and the principles used to compute the cost of service 
under the settlement proposal, provided, that if the final order approving the 
settlement becomes effective before the staff completes its investigation of costs 
for the period January 1—May 21, 1958, no refunds to be required unless juris- 
dictional revenues exceed the related cost of service by $25,000 or more. 

7. The Commission to issue its order herein approving settlement and termi- 
nating these proceedings. 


13 The presiding examiner in Docket No. G-3123 had allowed Natural $750,000 per year 
for such costs, supra. 

44 Block 2 sales relate to the sale of gas purchased by Natural from Texas Illinois Natural 
Gas Pipeline Company, and, in theory, the sale of such gas should equal the cost thereof, 
an incidence which sometimes does not occur. See 12 FPC 707-708, 714-721. 
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A comparison of the rates and charges provided in the plan of settlement with 
the rates and charges filed by Natural in these proceedings and with those found 
just and reasonable by the presiding examiner in Docket No. G-3123 may be 
summarized as follows: 


| Settlement rates— | 
Docket No. Filed 











% __._.__| Examiner’s 
rate | rate 
1955 | 19% | 1957 
a | a | —_ a 
G-3123 
emul $1. 30 $1.19 | $1.25 | $1. 28 | $1. 20 


GE itn cbentnddiadtddsbisccstundesbcncsaes 17. 55¢ 15. 03¢) 16. 07¢) 17. “ 15. 21¢ 








1 Inasmuch as the investigation of Natural’s costs for the period January 1, through May 21, 1958, has not 
been completed, refunds, if any, for the period will be governed by the provisions of the Plan of Settlement 
paraphrased in summary (4) of the Plan of Settlement, supra. 


As a result of the filed rates Natural obtained revenues of $123,962,165 in Docket 
No. G-3123 and $22,279,066 in Docket No. G-12157 through December 31, 1957. 
If the settlement rates had been in effect, Natural would have received revenues 
of $116,097,758 and $20,005,619, respectively. Accordingly, under the proposed 
plan of settlement Natural would refund $7,864,407 collected under the Docket 
No. G-3123 rates and $2,273,447 under the Docket No. G—12157 rates through 
December 31, 1957. 

In support of the proposed plan of settlement, Natural submitted costs of 
service computations for the three periods: namely March 1 through December 
31, 1955, calendar year 1956, and calendar year 1957, based upon the principles 
laid down in the presiding examiner’s decision in Docket No. G-3123, and ex- 
cluding the exploration expenses of Natural’s subsidiary, Texoma. For the 
three periods, Natural showed a cost of service allocated to first-block juris- 
dictional sales of $29,793,516, $38,021,418, and $40,784,223, respectively, all of 
as more fully shown in detail in Appendix B attached hereto and made a part 
hereof. Based upon allocated costs of service, jurisdictional sales, and resultant 
billing demands, Natural arrived at the rates and charges proposed in the Plan 
of Settlement, supra. 

The costs of service upon which the proposed settlement is based agrees sub- 
stantially with the costs of service computed by our staff on the basis of its 
investigation of the books and records of Natural for the three periods. 

As noted previously, there is also pending before us for review the initial 
decision of the presiding examiner issued in Docket No. G-3123 in 1957, to 
which exceptions have been filed and upon which we heard oral argument. From 
information on hand, it appears that the settlement rates provide $332,620 
more refunds than the examiner’s decision for the period March 2, 1955, through 
December 31, 1955. However, for the calendar year 1956 and for 8 and % 
months of 1957, the examiner’s decision would provide refunds in the amount 
of $2,713,300 and $2,828,221, respectively, more than the utility customers 
would receive under the settlement rates to which they assented. Cognizant 
of the established principle that the primary aim of the Natural Gas Act is to 
guard the consumer against excessive rates (City of Detroit v. F. P. C., 230 F. 
2d 810, 817, certiorari denied, 352 U. S. 829, Union Oil Co., 16 F. P. C. 100, 110), 
we must first determine whether, under these circumstances, the proposed 
plan of settlement assented to by all of Natural’s utility customers and all the 
non-customers intervenors is fair, reasonable, and in the public interest; other- 
wise we must withhold our approval in view of the fact that the consumer 
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would be ostensibly deprived of more than $5,200,000 in refunds (exclusive of 
interest) were we to adopt the examiner’s decision. 

It is a principle too well established to require citation of authority that 
private parties may settle any differences between themselves at any stage of 
litigation, even after judgment. This rule is not so unqualified wherever the 
interests of third parties, or the public as here, contravene. Bernheimer v. 
Wallace, 217 S. W. 916, 921 (Ky). We are charged by the Natural Gas Act 
to protect the interests of the public served by natural-gas pipeline companies. 
Settlements, as a rule, are favored in law for there must be an end to con- 
troversy. Lindheimer v. Illinois Bell Telephone Co., 292 U. 8. 151, 175. We are 
required by Section 5 (b) of the Administrative Procedure Act to afford all in- 
terested parties in adjudicatory proceedings opportunity for, among other things, 
offers of settlement, or proposals of adjustments where time, the nature of the 
proceedings, and the public interest permit. On many occasions we have ap- 
proved settlement of rate proceedings at various stages of the proceedings, but 
not at this late stage. The sole issue now before us then is whether, under 
these unprecedented circumstances, we should approve the Plan of Settlement not- 
withstanding that if we were to adopt the presiding examiner’s decision more 
refunds in the aggregate would funnel to the consumer. 

Although we must guard the consumer against excessive rates, we are ad- 
monished that the process of fixing just and reasonable rates: 

involves a balancing of the investor and. the consumer interest * * * 
[t]he investor interest has a legitimate concern with the financial in- 
tegrity of the company whose rates are being regulated. From the in- 
vestor or company point of view it is important that there be enough 
revenue not only for operating expenses but also for the capital costs of 
the business. These include service on the debt and dividends on the stock. 
* * * By that standard the return to the equity owner should be com- 
mensurate with returns on investments in other enterprises having cor- 
responding risks. That return, moreover, should be sufficient to assure 
confidence in the financial integrity of the enterprise so as to maintain 
its credit and to attract capital. F. P. C. v. Hope Natural Gas Co., 320 
U. 8. 591, 603) 

In his decision, the presiding examiner adopted test year data both actual 
and estimated for twelve months ended June 30, 1954, as adjusted, which had 
been utilized by Natural and by our staff, which period terminated almost four 
years ago. On the other hand, the settlement rates employed actual costs for 
three later periods, the last being calendar year 1957. In other words, the dif- 
ference between the settlement and the examiner’s rates for the period the 
Docket No. G-3123 rates were in effect is the effect of increasing costs, un- 
compensated by increasing sales and revenues, primarily operating expenses, over 
and above the test period costs; Natural not having filed under Section 4 of 
the Natural Gas Act for increased rates to compensate it for such increased 
costs, presumably calculating that we would approve the field value and other 
contentions raised by it. 

As noted previously, greater refunds are provided by the settlement rates 
than those of the examiner’s for the ten months ended December 31, 1955, for 
the reason that no allowance is made in the cost of service for exploration ex- 
penses for the period. We are advised, however, that if the examiner’s rates 
had been effective for the calendar year 1956 Natural would have earned a 
rate of return of but 4% approximately, and but 2% in 1957, based upon its 
operations for the first 844 months of 1957. We have never allowed rates of 
return of this low magnitude to seasoned natural-gas companies and we are 
of the opinion that under these circumstances it is of greater benefit to the 
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consumers that Natural’s financial integrity be assured, its credit maintained, 
and its ability to render continuous and expanded service shored rather than 
that the consumers be the recipients of a temporary gain in the form of greater 
refunds under the examiner's decision. Such gains would be but illusory. We 
note that the non-customer intervenors with public responsibilities apparently 
share our view inasmuch as they have assented to the proposed settlement. 
For the foregoing reasons, and upon a full review of the record, including the 
presiding examiner’s decision we will approve the settlement. 

No useful purpose would be served by requiring Natural to file revised tariff 
sheets to reflect the reduced rates for the three periods in question. Accord- 
ingly, we will direct the Secretary of the Commission to file a copy of this order 
in Natural’s FPC Gas Tariff, First Revised Volumn No. 1, in lieu of Natural filing 
revised tariff sheets. 


The Commission finds: 


(1) The increased rates and charges contained in Natural’s FPC Gas Tariff, 
First Revised Volume No. 1, as amended by Third Revised Sheets Nos. 5 and 6, 
tendered on September 1, 1954, and by Fourth Revised Sheets Nos. 5 and 6, 
tendered on February 8, 1957, have not been shown to be just and reasonable, or 
otherwise lawful under the terms and provisions of the Natural Gas Act, and 
they should be disallowed and denied as hereinafter provided and ordered. 

(2) The settlement of these proceedings on the basis as proposed and as 
agreed to by the parties and submitted for our consideration on April 1, 1958, 
as supplemented on April 28 and May 27, 1958, subject to the terms and con- 
ditions hereinafter ordered, is just and reasonable and in the public interest in 
carrying out the provisions of the Natural Gas Act and such settlement should 
be approved, and made effective, as hereinafter provided and ordered. 


The Commission orders: 


(A) The increased rates and charges contained in Natural’s filings listed in 
paragraph (1) hereof are disallowed and denied. 

(B) The settlement of these proceedings on the basis and terms proposed and 
agreed to between Natural and all of its utility customers as well as all of the 
non-customer intervenors herein is approved and made effective, subject to the 
terms and conditions hereinafter ordered. 

(C) Natural shall refund, within 30 days from the date this order shall be- 
come final and not subject to further court review, to its jurisdictional customers 
their proportionate share of the agreed-upon total refund of $10,137,853.79 as 
set forth in Appendix A attached hereto that amount being the difference between 
(i) the amounts actually billed and collected for sales of natural gas made by 
Natural during the period March 2, 1955, through December 31, 1957, under rates 
in effect in these proceedings, and (ii) the amounts Natural would have collected 
for such gas sales if its utility customers had been billed under the respective 
settlement rates for the periods March 2, 1955, through December 31, 1955, 
ealendar year 1956, and calendar year 1957, together with interest at the rate of 
6% per annum from the 25th day of each month in which payment under the 
settlement rates is assumed to have been made to the date this order shall become 
final and not subject to further court review, all as more fully set forth in Sections 
II and III of the Plan of Settlement hereby approved. 

(D) Within 45 days from the date this order shall become final and not sub- 
ject to further court review, Natural shall report to the Commission, in writing 
and under oath, the amount of the refund made to each of its utility customers, 
showing separately the amount of principal and interest so paid, and the billing 
determinants used for such determination, and shall serve a copy of such report 
upon each of the customers receiving a refund. Concurrently therewith, Natural 
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shall file with the Commission releases from its jurisdictional customers showing 
receipt of the principal and interest in conformity to the Plan of Settlement 
approved hereby. 

(E) In the event Natural shall, as a result of any order by the Commission 
and/or by the court (whether as a result of settlement or otherwise), receive any 
refunds from Colorado interstate Gas Company or Dorchester Corporation, or 
either of them, on account of natural gas sold and delivered to Natural by said two 
companies or either of them during the period March 2, 1955, through May 21, 
1958, Natural shall, within 60 days from the date such refund or refunds shall 
have been actually received, refund (including any interest paid thereon to 
Natural) that portion allocable to its jurisdictional customers purchasing natural 
gas under the first block of Natural’s CD—1 Rate Schedule when such refunds, in 
total, amount to $100,000 or more after deduction of all expenses reasonably 
required in any judicial proceedings necessary to secure such refunds: Provided, 
however, That such expenses shall not include any expenses incident to pro- 
ceedings before the Commission or any judicial review under Section 19 (b) of 
the Natural Gas Act, of an order of the Commission and provided further, that no 
refund shall be made until the order, judgment or decision under which any such 
moneys shall be received shall have become final, and not subject to further court 
review, all on the basis and terms and as more fully set forth in Section IV of the 
Plan of Settlement as supplemented, approved hereby. 

(F) Natural shall refund to its jurisdictional eustomers, on an equitable basis 
and consistent with the method of making the refunds required under the Plan 
of Settlement approved herein, any revenues it may collect from such customers 
during the period January 1 through May 21, 1958, that shall exceed Natural’s 
cost of service applicable thereto, utilizing a 6% rate of return and the principles 
upon which the Plan of Settlement is premised as described hereinbefore: 
Provided, however, That if Natural’s cost of service for the period is not de- 
termined prior to the time this order becomes final and not subject to further court 
review, Natural shall not be required to make refunds unless the revenues col- 
lected from its jurisdictional customers during the period exceeds its cost of 
service by $25,000 or more, all as more fully set forth in the Second Supplement 
filed May 27, 1958, to the Plan of Settlement. 

(G) The approval of the Plan of Settlement, as supplemented, is subject to 
Natural’s express stipulation that, in filing its final Federal income tax return 
for the year 1957, Natural shall (i) claim for depreciation on its Jack-Wise 
Counties extension and its supercharging facilities only for that part of year 
1957 that said facilities were actually in service; and (ii) shall capitalize all 
interest expense related to the construction of the above-described facilities 
that was incurred during the year 1957, all as more fully set forth in the Second 
Supplement filed May 27, 1958, to the Plan of Settlement. 

(H) The Secretary of the Federal Power Commission shall forthwith, on the 
issuance of this order, file with Natural’s FPC Gas Tariff, First Revised Volume 
No. 1, a copy of this order, in lieu of Natural filing revised rate schedules to 
reflect reduced rates for (i) the ten-month period ending December 31, 1955, 
(ii) the calendar year 1956, and (iii) the calendar year 1957. 

(I) Upon full compliance by Natural with all of the terms and conditions 
of this order, these proceedings shall be terminated. 

(J) This order is without prejudice to any findings or orders which have 
been or may hereafter be made by the Commission and is without prejudice 
to any claims or contentions which may be made by the Commission, Natural, 
or any other affected party hereto, in any proceeding now pending or hereafter 
instituted by or against Natural or any other companies or persons parties 
hereto. 
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APPENDIX A 
NATURAL 


GAS PIPELINE COMPANY OF AMERICA 


Individual refunds (exclusive of interest) to utility customers for the period from 


March 2, 


1955, through December 31, 1957 based upon proposed settlement rates 








| Mar. 2, 1955 
| through 
Dec. 31, 1955 | 


Jan. 1, 1956 
through 
Dec. 31, 1956 


Jan. 1, 1957 
through 
Dec. 31, 1957 





$2, 854 
117, 782 


Allied Gas Company 

Central Illinois Electric and Gas Company- 
Illinois Power Company 

Interstate Power Company. -- 

Iowa Electric Light and Power Company-- 
Iowa-Illinois Gas and Electric Company. -- 
Iowa Power and Light Company-------- 

Iowa Southern Utilities Company 

Nebraska City, City of 

North Shore Gas Company 

Northern Lilinois Gas Company 

Northern Indiana Public Service Company---- 
Princeton Gas Service Company - - 

Ruth Fuel Company 

The Peoples Gas Light and Coke Company-.--- 
Wilson Gas Company 

Wisconsin Southern Gas Company, Inc 





$1, 956 
80, 692 


34, 858 
1, 703 
14, 219 
85, 860 
903, 266 
216, 665 
2, 729 
1,415 

1, 333, 952 
1, 888 
17, 359 


$1, 622 








Total refund 


$3, 013, 843 





$2, 532, 205 


$10, 137, 853 





APPENDIx B 


NATURAL GAS PIPELINE CO. OF AMERICA 


Cost of Jurisdictional Service, March 1, 1955, 
Purposes 


Over-All Cost of Service: 

Purchased gas 
Other operating expenses _ 
Other gas revenues 
Depreciation and depletion 
Taxes— 

Federal Income 

State income-_-_ 

Other 
Return at 6% 


Total over-all cost of service 
Less Allocation of cost to—Block II and interruptible sales. 
Balance 


Demand cost 
Commodity cost 

Allocation to Jurisdictional Sales (Block 1): 
Demand cost ! 


Block 1 Jurisdictional Sales—Mcf. 
Billing Demand Units—Mcef 
Unit Costs— 


I sctniicdeneidcinedtitnbndcintinediniiientsiateianigileds 





Refund periods 


Ten months 
ended 
Dec. 31, 1955 | 


$65, 668, 004 


to December 31, 1957, for Refund 


Year ended December 31— 


$65, 953, 805 


1957 


$66, 292, 749 





(1, 976, 458) | 
3, 899, 307 


1, 622, 938 | 
11, 361 

1, 784, 881 | 

3, 283, 405 


$28, 899, 540 
9, 099, 769 
(2, 265, 741) 
4,811, 615 


1, 998, 946 

14, 392 
2, 117, 023 
3, 957, 228 


$30, 271, 788 
9, 512, 707 
(1, 857, 163) 
4, 832, 558 


2, 191, 225 

17, 092 
2, 127, 646 
3, 977, 565 





$37, 466, 413 
(7, 453, 538) 
$30, 012, 875 


$48, 632, 772 
(10, 357, 351) 
$38, 275, 421 


$51, 073, 418 
(10, 036, 397) 
$41, 037, 021 





$6, 243, 930 
23, 768, 945 


$6, 203, 085 
23, 590, 431 


| 


$29, 793, 516 | 


$7, 906, 850 
30, 368, 571 


$7, 855, 135 
30, 166, 008 


$38, 021, 143 


$8, 114, 334 
32, 922, 687 


$8, 061, 362 
32, 722, 861 


$40, 784, 223 








157, 096, 066 
5, 193, 310 


$1.19 
15. 03¢} 





188, 099, 886 
6, 231, 972 


$1. 25 
16. 07¢ 





188, 460, 501 
6, 242, 353 


$1. 28 
17. 40¢ 


1 Based — proportion of contract demands of jurisdictional customers to total maximum delivery obli- 


gation. Al 
tional customers gives approximately the same results. 
3 Based upon proportion of total sales for the periods. 


ocation on basis of average 3-day sustained peak deliveries to jurisdictional and non-jurisdic 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and Arthur Kline. 


UNITED GAS PIPE LINE COMPANY, DOCKET NOS. G—1142, G-2019, ET AL. 
ORDER REOPENING PROCEEDINGS 
(Issued June 20, 1958) 


Upon appeal by Mississippi River Fuel Corporation (Mississippi), a pur- 
chaser of natural gas from United Gas Pipe Line Company (United), the Court 
of Appeals for the District of Columbia Circuit on July 8, 1957, although it 
affirmed in all other respects, vacated the Commission’s order issued herein on 
November 8, 1955, and remanded the case to the Commission for further pro- 
ceedings and determination as to the “factual justification for the price increases 
paid by United to Union.”* The order of November 8, 1955, affirmed the Presid- 
ing Examiner’s findings and conclusions in his decision in United Gas Pipe Line 
Company, Docket Nos. G—1142, G—2019 et al., with respect to, among other things, 
the allowance in the cost of service of United for gas purchased the full prices 
paid by United to Union Producing Company (Union), an affiliate.’ 

In its opinion of July 8, 1957, as amended by order of September 19, 1957, the 
Court stated (252 F. 2d 622-623) : 

In this situation there are several important factors not ordinarily present. 
The United-Union prices were not arm’s-length transactions. From time 
to time these prices between the two affiliates were increased. At least part 
of the increase authorized by the Commission in United’s prices to Missis- 
sippi arose from these increases in United’s payments to Union. If the 
United-Union increases were bona fide increases in costs incurred by Union 
in acquiring gas, that would be one thing; but, if they were merely a device 
for siphoning potential profits from one affiliate to another, for transferring 
amounts from an advantage to customers to an advantage for stockholders, 
that is another thing * * * A mere comparison of such prices with pre- 
vailing prices would not sufficiently justify the transactions. 

The Commission’s order in the case at bar was issued shortly before the 
opinion of this court in City of Detroit, Michigan v. Federal Power 
Comm'n * * * We rejected this use of the field price, because the Commis- 
sion record did not show that such an allowance was reasonably necessary 
to serve any stated ends of the Natural Gas Act. A 100 percent affiliate 
stands in the same position as does the integrated producing “arm” of a 
pipe-line company. Under the doctrine of the City of Detroit case United 
could not, on the record as it is now before us, use as costs the fair field 
price of gas produced by its affiliate, Union; a reconsideration by the Com- 
mission under the principles laid down in that case would be necessary. 

But United did not seek to use fair field prices; it used contract prices 
fixed in contracts with its affiliate, and measured the reasonableness of those 
contract prices by the fair field prices. From time to time the affiliated con- 
tractors increased the prices applicable to sales between them. We think 


1 Mississippi River Fuel Oorp. v. Federal Power Comm., 252 F. 2@ 622, certiorari denied 
855 U. S. 904. 

2 The Presiding Examiner’s decision in these matters was rendered after further hearings 
pursuant to FPC Opinion No. 277 and accompanying order of November 2, 1954, wherein 
the Commission approved the settlement agreed to by the parties except Mississippi. Tyler 
Gas Service Company, City of Tyler, Tex., and Mobile Gas Service Corporation accepted 
the settlement subject to the outcome of then pending but since decided litigation: See 
Tyler Gas Service Co., et al. v. Federal Power Comm., 247 F. 2d 590; cert denied, 355 
U. 8. 895; United Gas Pipe Line Co. v. Mobile Gas Service Corp., et al., 350 U. S. 332. 
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the Commission could no more test the reasonableness of interaffiliate prices 
by the use of fair field prices (without more) than it could allow as costs 
the fair field prices (without more). To be included in United’s costs, in- 
creases in the interaffiliate prices must have some factual economic justifica- 
tion * * * The same course of reasoning which we followed in the City of 
Detroit case is applicable here. Therefore we think the Commission must 
at least inquire into the factual justification for the price increases paid by 
United to Union. By this we mean that to include the increased prices in 
the costs of United the Commission must at least determine that the in- 
creases were justified by reason of Union’s costs or by reason of some other 
stated end of the Natural Gas Act; the Commission must ascertain that 
they were not mere bookeeping or intracorporate-system adjustments. We 
must remand the case for that inquiry. We do not hold that a full-blown 
inquiry into the rates of Union is necessary. Subsequent developments in 
the proceeding may or may not indicate such a necessity. 

Upon consideration of the foregoing, we deem it necessary to reopen the 
proceedings in Docket Nos. G—1142, G—2019, et al., for the specific and limited 
purpose of providing United an opportunity to introduce evidence as to the 
“factual economic justification”, if any there be, for the test period 1952, as 
adjusted, for the inclusion in its cost of service to be used for the purpose of 
pricing its sales to Mississippi River Fuel Corporation of payments to Union 
in excess of the initial contract prices. Other parties to the proceeding, of course, 
should have the right to participate in such reopened proceedings, including the 
right to offer evidence material to the issue involved in the limited reopening; 
but the burden of proof is and shall remain upon United. 


The Commission orders: 


(A) The proceedings in Docket Nos. G-1142, G—2019, et al., are hereby reopened 
for the limited purposes hereinbefore specified ; and the proceedings are hereby 
remanded to the Presiding Examiner for such further hearing. 

(B) The further proceedings in Docket Nos. G—1142, G—2019, et al. be held 
commencing on July 14, 1958, at 10:00 a. m. (EDT) in a Hearing Room of the 
Federal Power Commission, 441 G Street, N.W., Washington, D. C. 


COLORADO INTERSTATE GAS COMPANY, DOCKET NOS. G—2260, G-2576 
OPINION AND ORDER ON PROPOSED RATES REOPENING RECORD 
(Issued June 21, 1958) * 
Syllabus 


1. Where customer in service agreement has consented to the seller’s act of 
filing rate increases, Mobile case does not apply. P.1016. 

2. Commission shall continue to accept changes in rate schedules for filing 
unless Memphis case is affirmed by the Supreme Court. P. 1016. 

8. Company under Section 4 of the Natural Gas Act may file a change in a rate 
prescribed by the Commission under Section 5 of the Act, where the 
filing is not a collateral attack on that Commission order. P. 1016. 

4. Commission concludes that because of the increased cost of gas purchases 
and other operating charges 1954 is an inappropriate test year for the 
latter part of the period involved in these proceedings, and that the 


*Designated Commission Opinion No. 313. Initial decision appears on p. 1027. 
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record should be reopened to incorporate by reference the evidence in 

another case containing cost data based on a later test year. P. 1017. 

5. Company should not be allowed more than cost for the production of its 
own gas computed under the traditional rate base method unless the 
evidence shows in dollar amounts what is necessary for each of the 
company’s purposes. P. 1017. 

6. As a condition of the merger authorized by the Commission between 
Colorado Interstate and Canadian River, the tax savings resulting from 
statutory depletion and intangible well drilling expenses were clearly 
to benefit Colorado Interstate’s customers and consumers. P. 1019. 

. Commission determines that only the costs provided for in the contract should 
be allocated to the Amarillo sale, thus departing from their usual policy 
of rolling in costs for jurisdictional and non-jurisdictional customers. 
P. 1022. 

8. Where parties have entered into separate contracts for the separate measure- 
ment and sale of gas for boiler fuel use, the sale of such gas is removed 
from Commission’s jurisdiction under Section 1 (b) of the Natural Gas 
Act. P. 1023. 

. Commission finds that a 6% rate of return is adequate. P.1025. 

. Commission reopens record for limited purpose indicated in opinion. P. 1026. 


-1 


© 























Commissioner Dicpy concurring. 

Commissioner CONNOLE concurring in part and dissenting in part. 

James L. White, William L. Dougherty, L. M. Poe, Peter J. King, Jr., and John 
A. Phillips for Colorado Interstate Gas Co. 

Melwood W. Van Scoyoc, John C. Banks, Malcolm D. Crawford, Charles 8. 
Rhyne, Brice W. Rhyne, and J. Parker Connor for City and County of Denver, 
Colorado. 

Louis Johnson and F. T. Henry for City of Colorado Springs, Colorado. 

Bernard D. Fischman, Albert J. Feigen, and Isher Jacobson for Citizens Utili- 
ties Co. 

K. B. Watson, R. E. Christiansen, Francis H. Caskin, and Charles E. McGee for 
Pioneer Natural Gas Co. 

BD. A. Stansfield for Public Service Co. of Colorado, Colorado-Wyoming Gas Co., 
Pueblo Gas & Fuel Co., Cheyenne Light, Fuel & Power Co., and Greeley Gas Co. 

Charles 2. McGee for New Mexico Public Service Commission, City of Clayton, 
Clayton Gas Co. 

8S. W. Jensch for the staff of the Federal Power Commission. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


OPINION 













These proceedings arose from two filings by Colorado Interstate Gas Company 
(Colorado Interstate) under Section 4 of the Natural Gas Act seeking rate in- 
creases totaling almost $20,000,000 per annum in excess of those previously pre- 
scribed by us in docket No. G-1115.2 After suspension of the rate filings and 
hearings, the presiding examiner disallowed the major part of each proposed 
increase. Upon the filing of exceptions to the presiding examiner’s decision and 
oral argument this matter is now before us. 

Colorado Interstate is an interstate natural gas pipeline company originally 
owning and operating a pipeline, which extends from the West Panhandle Field 





1The Commission’s order in docket No. G-1115 was affirmed by the Supreme Court in 
1955, F. P. C. v. Colorado Interstate Gas Co., 348 U. S. 492. 
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in Texas to Denver, Colorado, rendering service along the route as well as at 
the terminus. In more recent years Colorado Interstate has expanded its plant 
to include pipelines extending from both the Hugoton and Keyes Fields in 
Kansas for service direct to Denver. In addition to the sales from these facilities, 
Colorado Interstate also makes sales to Natural Gas Pipeline Company of Amer- 
ica from the West Panhandle Field in Texas and the Greenwood Field in Kansas. 
Since the close of the record in this case Colorado Interstate has effected a con- 
nection with the facilities of the Pacific Northwest Pipeline Corporation, but this 
connection is not involved in these proceedings. There is no dispute that Colo- 
rado Interstate is a natural gas company under the Natural Gas Act and as such 
its rates and charges for the sale of natural gas in interstate commerce for resale 
are subject to our jurisdiction. 

In the first of its filings on September 2, 1953, in docket No. G—2260, Colorado 
Interstate submitted certain revised tariff sheets proposing a system-wide in- 
crease in its rates and charges for natural gas sold for resale subject to our 
jurisdiction amounting to approximately $9,600,000 per annum over the rates 
prescribed in docket No. G-1115. After suspension, the increased rates were made 
effective under corporate undertaking January 1, 1954. Prior to the conclusion of 
the hearing held in docket No. G—2260 Colorado Interstate submitted for filing 
on July 30, 1954, in docket No. G-2576 certain additional revised tariff sheets 
proposing a further increase in jurisdictional rates of approximately $10,269,000 
above those filed in docket No. G-2260. These increased rates were also suspended 
and were made effective under corporate undertaking to make refund February 
1, 1955, They remained effective until July 1, 1957, when increased rates filed in 
docket No. G-11717 became effective. 

The two dockets were consolidated, and hearings were held at various intervals 
from January 1954 through April 1956. The interveners in the proceedings,’ 
who included a number of Colorado Interstate’s municipal and utility customers, 
the Public Utilities Commission of Colorado and the Public Service Commissions 
of Wyoming and New Mexico, were all afforded an opportunity to present evi- 
dence, to be heard and to file briefs, and most of them took an active part in the 
proceedings. In July of 1955 all participants agreed to employ the actual data 
per books for the year 1954, as a closed period in docket No. G—2260, and the year 
1954, normalized, as the test period for determining rates after February 1, 1955, 
in docket No. G-2576, although there was dispute by some of the interveners as 
to whether certain minor items of expenditure came within the test period. 

On August 10, 1956, after the conclusion of the hearings Citizens Utilities 
Company (Citizens) moved the Commission to dismiss the consolidated rate 
dockets. Its ground was that the Commission had determined Colorado Inter- 
state’s just and reasonable rates in docket No. G-1115 under Section 5 of the 
Natural Gas Act and that Colorado Interstate could not file a rate change under 
Section 4 in derogation of the Commission’s order nor in derogation of Colorado 
Interstate’s service agreements with existing customers but would be required to 
seek modification of the earlier order under Section 5. If the Commission were to 
treat these proceedings as under Section 5 and fix rates in excess of those prev- 
iously fixed by the Commission, Citizens contended that the new rates should be 


*Interveners in the consolidated proceedings are as follows: Public Service Company of 
Colorado, Natural Gas Pipeline Company of America, Clayton Gas Company, Colorado 
Municipal League, Citizens Utilities Company, Iowa Power and Light Company, Iowa 
Electric Light and Power Company, Southern Union Gas Company, The Pueblo Gas and 
Fuel Company, Colorado Wyoming Gas Company, Greeley Gas Company, Public Service 
Commissions of New Mexico and Wyoming, Public Utilities Commission of Colorado, the 
City and County of Denver and the Cities of Colorado Springs, Trinidad, and La Junta, 
Colorado, and the Town of Clayton, New Mexico. 
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prospective only and prayed that refunds be ordered of all amounts collected in 
excess of the previous rates since January 1, 1954, in docket No. G—-2260 and since 
February 1, 1955, in docket No. G—2576. On October 2, 1956, the Commission 
referred this motion to the presiding examiner for consideration and determina- 
tion in his initial decision. 

After the filing of briefs the presiding examiner issued his decision on May 8, 
1957, in which he found on the basis of the test year 1954 that Colorado Inter- 
state’s increased rates were excessive by $2,871,449 per year in docket No. 
G-2260 and by $15,096,548 per year in docket No. G—2576. He prescribed rates 
in the respective dockets for the period January 1, 1954, to February 1, 1955, 
and for the period after February 1, 1955, and ordered refunds of the difference 
between the amounts paid and the amounts which would have been paid had 
the prescribed rates been in effect. Exceptions to the decision were filed by 
Colorado Interstate, Citizens Utilities Company and jointly by others* to cer- 
tain portions of the decision. 

On May 27, 1957, Colorado Interstate filed a petition requesting that the 
Commission reopen the proceedings in docket No. G—2260 for the purpose of 
receiving additional evidence on field price and docket No. G-—2576 “for the 
purpose of taking additional evidence for the settlement of the years 1955, 1956, 
and the first six months of 1957 as closed periods on the basis of the Commission’s 
preliminary decision and on the basis of Colorado Interstate’s actual operations 
during such periods.” The basis of this petition was that the rates as determined 
by the presiding examiner would substantially impair its financial integrity. 

On June 10, 1957, the City and County of Denver, Colorado, filed a petition 
requesting the Commission to investigate the disposition by Colorado Inter- 
state of the funds collected pursuant to corporate undertaking to make refund 
upon the completion of the above proceedings. On June 24, 1957, oral argu- 
ment was held before us upon the exceptions and upon the petition to reopen. 

On January 7, 1958, the City and County of Denver moved to reject the rate 
filings and dismiss the proceedings on the basis of the Mobile* and Memphis® 
cases. The City contends that since there has been no consent to the increased 
rates, the proceedings must be dismissed and all increases in rates collected 
must be refunded with interest. 


Motions to Dismiss 





With respect to the motions of Citizens to dismiss we agree with the presiding 
examiner that Colorado Interstate was privileged to file increased rates as 
long as they were not attributable to the merger between Colorado and Canadian 
approved by us in docket No. G-1326 (10 F. P. C. 105), and we come to the 
same conclusion with respect to the motion of the City and County of Denver. 

As set forth by the presiding examiner the current service agreement of 
Colorado Interstate with Citizens provides : 

Applicable Rate Schedule—The natural gas delivered hereunder shall 

be paid for by Buyer under Seller’s Rate Schedule(s) G-—1 on file with 
the Federal Power Commission or any superseding Rate Schedule. This 
agreement in all respects shall be subject to the provisions of such rate 
schedule(s) and to the applicable provisions of the General Terms and 









*Public Service Company of Colorado, Colorado-Wyoming Gas Company, The Pueblo 
Gas and Fuel Company and Greeley Gas Company, interveners, and the Cheyenne Light, 
Fuel and Power Company. 

«United Gas Pipe Line Co. v. Mobile Gas Service Corp., 350 U. S. 332. 

5 Memphis Light, Gas and Water Division, et al. v. F. P. C., 250 F. 2d 402 (CADC), 
certiorari granted 355 U. S. 938. 
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Conditions filed with the Federal Power Commission, all of which are by 
reference made a part hereof. 

Analogous language is used in the service agreements with Colorado-Wyoming 
and Public Service of Colorado which serve the City of Denver and environs. 

In our opinion the customer under such a service agreement has granted 
Colorado Interstate the right to seek increases in rates, so that the Mobile case 
does not apply. We recognize, of course, that the Court of Appeals took a con- 
trary view in the Memphis case, holding that even where there was customer 
agreement to rate change filings in language similar to that above, the customer 
must agree also to each specific rate increase. In other words, according to 
this limited interpretation, customer consent to the act of filing rate increases 
must be accompanied by customer consent to the specific increase proposed or 
the increase filing must be rejected. This is to give no effect to the act of filing 
under Section 4 (d), for if there is customer consent merely to the act of filing 
but not to the initiation of a rate change under Section 4 (d), the act of filing 
lacks any meaning. On the contrary, we must carry to its logical conclusion 
the purpose of the act of filing rate changes under Section 4 (d) by recognizing— 
as the Court of Appeals does not—that the act of filing a rate change under 
Section 4 (d) is the initiation of a new rate which the Commission may either 
allow to become effective at the end of the notice period or suspend for further 
investigation. The situation here, however, differs from that in the Memphis 
case, for the rates previously on file here were not filed by the seller, Colorado 
Interstate, but are rates prescribed by us in docket No. G-1115. In any event, 
certiorari has been granted in the Memphis case and unless that case is deter- 
mined adversely to our position we shall continue to accept changes in rate 
schedules for filing and shall continue to process them as we have in the past. 
See Hl Paso Natural Gas Company, 19 F. P. C. 154, opinion No. 308, docket No. 
G-12948, January 24, 1958. 

Citizens also argues that, apart from the contractual terms, Colorado Inter- 
state was not entitled under Section 4 of the Gas Act to file a change in a rate 
prescribed by us under Section 5 of the Act, such as that prescribed in docket 
No. G-1115. While there may be occasions when rate filings should be rejected 
as in derogation of immediately precedent orders prescribing rates, this is not 
such a situation. Our order in docket No. G—1115 was issued August 8, 1952, 
using the test year 1952; the rate filings herein were made September 2, 1953, 
and July 30, 1954. The time elapsed was not So short nor were the circum- 
stances such that we could have arbitrarily said that the filings must be rejected 
as a collateral attack on our order. It is plain that in a period of over a year 
the cost of service could possibly change so that a filing of increased rates might 
be justified. It may also be noted that in our order in G-—1115 we ordered a 
filing of rates rather than merely prescribing rates, so that, contrary to Citizens’ 
argument, a filing to change such a filed rate comes within the literal terms of 
Section 4 (d). In any case it has been held that a rate filing is the authorized 
procedure for changing rate schedule provisions filed by the company and pre- 
scribed by us. Pennsylvania Water & Power Co. v. F. P. C., 343 U. S. 414, 
423-424. 


Petition to Reopen 


Colorado Interstate’s Petition to Reopen filed on May 27, 1957, is supported 
by a study prepared by independent public accountants purporting to show that 
on the basis of the presiding examiner’s decision, Colorado Interstate will earn 
less than a fair return for the calendar years 1954 through 1956 and for the first 
three months of 1957, with the returns being very low for the year 1956 and the 
portion of 1957 here involved. In fact, the accounting study shows the earnings 





FEDERAL POWER COMMISSION 1017 


in 1956 and 1957 will be so low as to leave nothing for payment of dividends on 
the preferred and common stock and to permit the payment of only a portion 
of the interest on the bonded indebtedness. A review of the accounting study 
shows its findings with respect to the return earned by the company have va- 
lidity. Despite this showing, we are not disposed to grant the Petition to Reopen 
as filed in order to receive additional evidence on field prices and evidence of the 
cost of service for the “locked in’ period. The public interest requires that 
there be some end to proceedings such as this. The fact that a utility may not 
earn in later years the rate of return authorized by us on the basis of a test 
year is no justification in itself for reopening a case unless its earnings are so 
low as to impair its financial standing or to otherwise lessen its ability to render 
adequate service to its customers. Furthermore, if it appeared to Colorado 
Interstate that its return on its investment was threatened by events occurring 
after the close of the record in this proceeding, or even after the end of the 
agreed-upon test year 1954, the company was privileged, and even obligated, to 
file promptly rates that would reflect the new conditions. 

Although we shall not grant the Petition to Reopen as requested, we believe 
that a limited reopening, as hereinafter outlined, is justified by reason of the 
public interest in maintaining the company in a sound financial condition, as 
well as by considerations of fairness and equity. It clearly appears from the 
record that the decline in rate of return for 1956 and the early part of 1957 was 
due to the increased cost of gas purchases and royalties, and the increased in- 
vestment in plant. We can conclude that because of the increased cost of gas 
purchases and other operating charges that 1954 is an inappropriate test year 
for the latter part of the period involved in these proceedings. We shall, there- 
fore, employ the test year 1954 only for the calendar years 1954 and 1955 but 
shall reopen the record solely in order to incorporate herein the record presented 
in docket No. G-11717 now before a presiding examiner. Such record contains 
cost data based on a test year terminating September 30, 1956, received in a docket 
in which the parties to the proceedings and the issues involved were almost iden- 
tical to those involved in these dockets, the only substantial difference being 
that docket No. G-11717 covers a later period of time. To incorporate by refer- 
ence the evidence in docket No. G-11717 will result in little or no delay in our 
determination of the issues involved in these dockets. While this procedure may 
be subject to objections which must be considered if properly presented to us, 
we believe that it affords the most expeditious and fairest means of disposing of 
these proceedings. 

In the present opinion we shall not determine the cost of service, just and rea- 
sonable rates, or the refund for the period January 1, 1954, through June 30, 
1957, but shall leave that to a later order after consideration of the data in 
docket No. G-11717. We shall, however, determine the principal substantive 
issues raised in this proceeding and affecting the cost of service. Since these 
issues have been well covered by the presiding examiner, we shall discuss them 
but briefly below in the light of the exceptions filed, and we shall adopt his dis- 
cussion except where otherwise noted and where inconsistent with this opinion. 


Employment of “Commodity Value” in Colorado Interstate’s Cost of Service 


We agree with the presiding examiner that there is not sufficient evidence in 
dockets Nos. G-2260 and G-2576° to show that Colorado Interstate should be 
allowed more than cost for the production of its own gas computed under the 
traditional rate base method. As noted by him the reasons assgined by Colo- 


®We are receiving the record in docket No. G-11717 only for the purpose of adducing 
cost data for a later period, not for any relevance it may have to the commodity method. 
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rado Interstate for which it claims amounts higher than those which it would 
obtain under the traditional rate base method are that the increased amounts 
would (1) serve as an incentive to own more gas reserves; (2) assist in its 
expansion program; (3) enable it to carry out a balanced exploration and de- 
velopment program; (4) give the security holders a fair return. It is clear that 
the evidence must show in dollar amounts what is necessary for each of the com- 
pany’s purposes, and Colorado Interstate’s evidence has not done so. Beyond 
this we do not adopt the presiding examiner’s language on this point, nor is it 
necessary to discuss the amount of Colorado Interstate’s costs of producing gas 
set forth by the presiding examiner, for we are leaving that to a later order. 


Federal Income Taz Benefits 


Colorado Interstate claims to be entitled to include in its cost of service in 
docket No. G—2260 the sum of $3,077,195 for federal income taxes and $92,316 
for state income taxes, and in docket No. G—2576 the sum of $3,135,512 for fed- 
eral income taxes and $94,065 for state income taxes. These amounts represent 
taxes that were not actually paid but which were saved by the deduction of 
statutory depletion and intangible well drilling expense. 

We agree with the presiding examiner that as a condition of the merger author- 
ized by us between Colorado Interstate and Canadian River Gas Company tax 
Savings were clearly to benefit Colorado Interstate’s customers and consumers. 
This principle properly covers Colorado Interstate’s production from the West 
Panhandle Field, constituting by far the greater part of Colorado Interstate’s 
annual production during the test year. However, the comparatively small 
amount of production from the Keyes Field, which was not involved in the 
merger, will have to be treated separately as indicated below. 

In our opinion No. 209, 10 F. P. C. 105, we discussed the background of the 
merger. In 1927 the reserves in question in the West Panhandle Field were 
owned by the Amarillo Oil Co., a subsidiary of Southwestern Development Co., 
and were transferred to the Canadian River Gas Company at the same time 
that Colorado Interstate was organized to transport the gas to Denver. Con- 
temporaneously a “cost contract” was made for the sale of gas by Canadian to 
Colorado Interstate, but since 1945 the price has not been computed on the 
actual cost basis fixed by the contract, but has been fixed at 4 cents per Mcf 
for that delivered to Colorado Interstate and 3% cents per Mcef for that ulti- 
mately delivered to Natural Gas Pipeline. If the money received from these 
rates was not sufficient to pay all out-of-pocket expenses and costs, Colorado 
Interstate was to make a “below-the-line” or non-operating payment to Ca- 
nadian to make up the deficiency. On the other hand if Canadian collected more 
than necessary to meet its cash obligations, the excess was returned by Ca- 
nadian to Colorado Interstate and was also accounted for below the line. The 
cost contract would continue so long as Canadian had available supplies of gas, 
which we thought at the time of our opinion would last until 1972. 

In 1950 Colorado Interstate and Canadian filed a joint application under Sec- 
tion 7 of the Natural Gas Act for authority to Colorado Interstate to acquire 
and operate all of Canadian’s jurisdictional properties and facilities and to 
construct certain transmission lines. The transaction was to be effected by the 
transfer of all of Canadian’s stock to Colorado Interstate, which would cancel 
the stock and merge the corporations. In consideration for Canadian’s stock 
Colorado Interstate was to grant to Southwestern all of the gasoline contained 
in the gas in Canadian’s acreage, but subject to certain required deliveries 
of raw gas. 

In the course of our opinion No. 209, we also discussed the benefits and 
detriments to Colorado Interstate resulting from the transaction. We referred 
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to the loss of gasoline revenues to Southwestern and there said (10 F. P. C. 
105, 113) : 

As against this cost Colorado stands to gain an estimated $14,324,415 
in tax benefits becoming available to the merged company by reason of the 
transfer to it of the percentage depletion allowance based on the produc- 
tion of both natural gasoline and natural gas from Canadian’s acreage. 
We think that the weight of the evidence supports this forecast in tax 
savings. Such savings clearly will inure to the benefit of Colorado’s cus- 
tomers and the consumers of the Rocky Mountain area. 

In our subsequent opinion No. 235 on Colorado Interstate’s rates’ we quoted 
the above language, noted that “Colorado relied upon the substantial savings 
in federal income taxes which would be brought about by an increased deple- 
tion allowance to offset the loss in revenues derived from the sale of liquid 
hydrocarbons” (11 F. P. C. at p. 337) and added “That Colorado, in the merger 
proceeding, fully understood and intended that the tax credits should offset the 
loss in gasoline revenues and that the merger would not result in any addi- 
tional costs to be borne by the rate payers cannot be disputed” (11 F. P. C. 
at p. 338). 

As shown by the references to our previous opinion no other conclusion is 
possible but that Colorado Interstate obtained an order from us conditioned, 
among other things, on its passing on to its rate payers any tax savings at- 
tributable to allowances for depletion and intangible well drilling expense. The 
Supreme Court with respect to another condition held that Colorado Interstate 
could not “be allowed to attack an officially approved condition of the merger 
while retaining at the same time all its benefits” (348 U. S. at p. 502). 

In his discussion the presiding examiner expressed the opinion that under 
the “cost contract” any tax benefits would be passed along from Canadian to 
Colorado Interstate, and the presiding examiner believed that if there had been 
no merger, Colorado Interstate’s cost of purchased gas from Canadian could 
not have included amounts above actual cost represented by the taxes saved. 
Colorado Interstate contests these conclusions saying that by the time of the 
merger the cost contract had lost all vitality as a rate device and represented, 
in effect, only interdepartmental accounting, for the actual charges were to be 
adjusted by below the line payments. It is not necessary for us to answer the 
questions raised by these arguments; the merger was approved on condition 
that the tax savings be passed along to Colorado Interstate’s customers and 
consumers, and that we believe is sufficient. 

With respect to the tax advantages arising from the deduction of depletion 
and intangible well drilling and development costs relating to the Keyes Field 
properties we shall leave these matters to our later order referred to above, 
for the solution of this problem may depend in part on our examination of the 
record in docket No. G-11717. 


Allocation of Costs of Gasoline Operations 


The presiding examiner using the “relative market value’ method allocated 
the costs of operating Colorado Interstate’s gasoline plants between natural 
gas and gasoline and concluded that losses on the gasoline operations that would 
have to be eliminated from Colorado Interstate’s costs in accordance with the 
Commission’s order in docket No. G-1326 approving the merger between Colo- 
rado Interstate and Canadian would be de minimis and need not be taken into 
account. While Colorado Interstate objects to the use of the “relative mar- 


7 Colorado Interstate Gas Co., 11 F. P. C. 324, reversed and remanded on other points 
209 F. 2d 717 (CA10), reversed affirming Commission 348 U. S. 492. 
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ket value” method, although not to the presiding examiner’s conclusions, in 
view of the fact that this question has no effect on determination of a just 
and reasonable rate for Colorado Interstate, we shall not decide it at this 
time. 


Allocation of Costs with Respect to Sale to Amarillo Oil Company 


Colorado Interstate sells gas to Amarillo Oil Company® under a contract 
which provides that the price shall be determined on a cost basis with only 
the costs of production and gathering in the West Panhandle Field to be used 
in determining that price. Colorado Interstate contends that only the costs as 
provided for in the contract should be allocated to the Amarillo sale. The staff 
and certain interveners contend that all of the general system costs of Colorado 
Interstate, including particularly the cost of more expensive gas purchased in 
the Hugoton and Keyes Fields, must be allocated to this sale. 

This same issue was before us in docket No. G-1115 and in that case we held 
that all of the system costs should be “rolled in” and that the proportionate share 
of all of the system costs should be allocated to the Amarillo transaction. Docket 
No. G-1115 was subsequently appealed and affirmed by the Supreme Court of the 
United States, but this issue was not raised by Colorado Interstate during the 
course of the appeal apparently for the reason that the amount of “rolled in” 
costs was then comparatively minor. 

The examiner, in deciding this issue, felt bound by our prior decision and 
ruled that its proportionate share of the system-wide costs should be allocated 
to the sale to Amarillo Oil Company. Colorado Interstate has filed and vigor- 
ously pressed its exceptions to this portion of the decision. The circumstances 
under which this contract was entered into are undisputed. In 1927 in order to 
bring natural gas from the West Panhandle Field to markets in Colorado, an 
agreement was made under which Amarillo Oil Company, which owned extensive 
gas reserves in the West Panhandle Field, transferred these gas reserves to 
Canadian River Gas Company which subsequently merged with Colorado In- 
terstate. Simultaneously and as a part of the same transaction, Canadian River 
Gas Company entered into a contract with Amarillo Oil Company under which 
Amarillo reserved a first priority on these gas reserves for its own market re- 
quirements, and which contract provided that the cost of the gas to Amarillo 
should be limited to the cost of producing and gathering the gas in the West 
Panhandle Field. This contract has been amended in minor respects but, with 
respect to the matters here involved is essentially the same as it was when 
entered into 30 years ago. It is conceded by all parties that the contract is 
binding on Colorado Interstate, and that Colorado Interstate cannot recoup 
from Amarillo more than is provided in the cost contract. 

Colorado Interstate contends that the contract provision under which Amarillo 
was to receive this gas at cost was a part of the consideration for the transfer 
of the reserves and was in the nature of a reservation of a royalty interest, and 
that the Interstate customers cannot claim the benefits of the contract and 
at the same time reject those provisions which are unfavorable to them. Colo- 
rado Interstate further points out that the amount of costs allocated to the 
Amarillo sale in docket No. G-1115 in which the test year 1952 was used 
was only $216,452 per annum in excess of the contract costs, but that this figure 
had increased to approximately $800,000 per annum in the test year 1954." This 


8 Now Pioneer Natural Gas Company. 

®In its brief filed in docket No. G—-11717, Colorado Interstate points out that under the 
staff’s figures used in that case, this excess of costs had increased to $1,140,000 in the test 
year ending September 30, 1956, and according to Colorado Interstate’s computations had 
increased to approximately $1,500,000 in 1957. 
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sharp increase in the excess of system wide costs over costs allocated to this 
sale is principally due to increases in the cost of gas purchased in other areas 
to augment its gas supply. Colorado Interstate argues that since each new 
purchase of gas at existing market prices increases the amount it will lose under 
the Amarillo contract that this will be an effective deterrent to any attempt by 
the company to increase its gas supplies. Colorado Interstate also claims 
that this amounts to confiscation and that if the company is required to allocate 
the system wide costs to this transaction, it will cause it to suffer a loss on 
all of its production properties in the West Panhandle Field, and that its over- 
all rate of return will be substantially reduced. 

On its part, the staff points out that we set a dangerous precedent by de- 
parting from the principle of rolled in costs, and that we are causing the inter- 
state market to bear more than its proportionate share of the system costs. 

We are firmly committed to the principle that all customers of a pipline com- 
pany, both jurisdictional and non-jurisdictional, should bear their proportionate 
share of the costs and their proportionate share of obtaining new sources of gas. 
However, we do not believe that we should blindly adhere to a principle where 
it is apparent that to do so will lead to unfair and inequitable results. 

It is clear that to adhere to our policy of rolled in costs in this instance will 
effectively discourage Colorado Interstate from acquiring new sources of gas 
supply, since the acquisition of such additional sources inevitably will increase 
the losses it must bear. This Commission has consistently encouraged the ac- 
quisition by pipelines of additional gas supplies to serve their ever expanding 
markets. It is inconsistent to encourage companies to improve their gas supply, 
on the one hand, and on the other hand to put impediments in the way of their 
acquiring an additional supply. Yet adherence to the rule we announced in 
docket No. G—1115 as to allocation of costs to Amarillo will produce that very 
result. 

It is also clear that the losses which Colorado Interstate will suffer if we 
adhere to the principle of rolled in costs are so substantial as to reduce its rate 
of return materially, and that its rate of return will tend to become lower as 
the losses increase. This may ultimately affect the financial stability of the 
company and even at the present time doubtlessly has some effect on the price it 
must pay for borrowed money. In this connection we observe that Colorado 
Interstate has pending before us applications to rebuild and renovate much of 
its line from the West Panhandle Field to its Colorado market. If these ap- 
plications are allowed, a substantial amount of capital must be raised and a 
decision adverse to Colorado Interstate on this issue will raise the cost of money 
to it to the detriment of its interstate customers. 

Elsewhere in this opinion we approve the examiner’s allowance of 6% rate 
of return to Colorado Interstate. If we are of the opinion that Colorado Inter- 
state is entitled to this rate of return and must have it in order to maintain its 
financial stability and compete with others in the money market we should not, 
in the same order in which we permit that rate of return, require Colorado 
Interstate to suffer losses which will substantially reduce the rate. True, this 
rate of return relates only to jurisdictional business and the Amarillo sale is a 
non-jurisdictional sale, but we cannot close our eyes to the effect which an order 
requiring Colorado Interstate to take a large loss on a substantial portion of 
its non-jurisdictional business has on its over-all rate of return. 

Finally we feel there is much to be said for Colorado Interstate’s contention 
that this transaction is substantially similar to and was intended to have the 
same effect as the reservation of a royalty interest. The very instrument which 
provided that the sale should be on a cost basis reserved a prior right to the 
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gas in this field for Amarillo. In this and in other respects the transaction is 
closely akin to the reservation of a royalty interest. If a royalty interest had 
in fact been reserved by Amarillo Oil, then there could be no argument that the 
interstate market was being required to bear more than its full share of the 
costs. Viewing this acquisition of the gas reserves and the cost contract to 
Amarillo as one transaction, as the Commission has consistently heretofore 
considered it, it is difficult to see any discrimination against the interstate 
market or that it is being required to bear more than its share of the costs. The 
interstate customers have received under this contract all of the benefits of the 
low-cost West Panhandle Field gas. One should not be permitted to affirm those 
provisions of a contract favorable to it and at the same time disaffirm the un- 
favorable provisions. 

We conclude that under the circumstances of this case failure to depart from 
our usual policy of rolling in costs would be inequitable and unfair, might impair 
the financial stability of Colorado Interstate, and would discourage the company 
from acquiring additional supplies of gas. 


Jurisdiction over Sales of Gas Used as Boiler Fuel by Public Service Company 
of Colorado and the City of Colorado Springs 


The question here is whether the Commission has jurisdiction over all of the 
natural gas sold by Colorado Interstate to Public Service and Colorado Springs 
although part of the gas sold to these customers is used by them as a fuel for the 
generation of power. We conclude that on the basis of the facts in the record 
that we do not have jurisdiction over the gas sold for boiler fuel use by these 
customers. 

It is true that in Colorado Interstate Gas Co., supra, we decided that we had 
jurisdiction over Colorado Interstate’s direct sales of gas to Public Service and 
Colorado Springs for boiler fuel use. At that time Colorado Interstate sold gas 
to Colorado Springs for boiler fuel use under its Rate Schedule I-1 on file with 
the Commission as a rate schedule covering sales for resale for interruptible 
industrial use and made direct sales of gas to Public Service Company under its 
Rate Schedule G-1, also on file with the Commission, covering sales for resale 
for domestic, commercial and industrial consumption. However, since the time 
of the Commission’s findings Public Service and Colorado Interstate have en- 
tered into an agreement dated July 8, 1953, so as to cover separately the sale 
of gas to be used in Public Service’s generating plants, and Colorado Interstate 
entered into a similar contract with Colorado Springs. In each of these contracts 
it was provided that in order to make a proper accounting for the gas sold under 
them, the seller, Colorado Interstate, would install and maintain at each electric 
generating plant measuring equipment to measure the gas sold under the direct 
sale contracts. These two contracts were filed with the Commission and after 
being initially rejected were accepted as rate schedules and suspended by order 
issued October 26, 1953, but upon oral argument held before us, the suspension 
was vacated as of January 14, 1954. 

Turning to Section 1 (b) of the Gas Act we note that our jurisdiction over sales 
extends to “the sale in interstate commerce of natural gas for resale” but not 
to “any other transportation or sale of natural gas.” Clearly the mere fact that 
the direct sale gas is mixed with gas for resale does not give us jurisdiction over 
the sale of the whole volume of gas. City of Hastings v. Kansas-Nebraska Na- 
tural Gas Company, 12 F. P. C. 12, affirmed as City of Hastings v. F. P. C. 221 F. 
2d 31 (CADC), certiorari denied 349 U. S. 920. In that case from the time the 
gas pipeline company agreed to sell gas to the city, the agreement for the resale 
gas filed with us as a rate schedule specifically excluded gas for direct consump- 
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tion, which was covered by a separate contract. The court upheld our deter- 
mination that we did not have jurisdiction over the sale of gas to the city for 
use in its power plant. The presiding examiner has attempted to distinguish 
the Hastings case by pointing out that the direct sale there had always involved 
a separate transaction while the power plant gas sold to Public Service Company 
was sold initially under one all embracing schedule covering the total quantity 
of gas delivered to this customer. In our opinion this difference is not significant. 
In an analogous situation we were upheld in determining that we did not have 
jurisdiction over sales of gas made within the state where it was produced, 
although it was mixed with other gas that was sold and transported out of the 
state. State of North Dakota v. F. P. C., 247 F. 2d 173 (CA8). 

It has already been held with respect to Colorado Interstate that it was 
privileged to file a tariff specifically confined to sales for resale. Colorado 
Interstate Gas Co. v. F. P. C., 185 F 2d 357 (CA3). There the court held that 
the power of the Commission extended only to sales to buyers for resale and not 
to sales to buyers for their own consumption. It left open the question whether 
Colorado Interstate’s sales to Public Service and Colorado Springs for boiler 
fuel use were in fact sales for resale because the gas was commingled with 
resale gas. According to the Supreme Court” whether we have jurisdiction 
over the whole mass of gas including the direct sale gas depends on whether the 
direct sale of gas is an essentially separate transaction as shown by the record 
In the case involved the Court was not able to decide the question of jurisdiction 
stating that there was no record evidence of separate rates, separate negotiations, 
separate contracts or separate rate regulation by official bodies. Where as here 
the parties have entered into separate contracts for the separate measurement 
and sale of gas for boiler fuel use, the sale of such gas is clearly removed 
from our jurisdiction under Section 1 (b) of the Natural Gas Act. 

It has been contended that since Colorado Interstate had obtained a certificate 
of public convenience and necessity for the facilities to make the sales of gas 
to Public Service and Colorado Springs and has made no application under 
Section 7 of the Act for amendment to its certificate to make a direct sale of gas 
to these buyers, our jurisdiction necessarily continues as to the whole of the gas 
sold. While it is, of course, true that under our jurisdiction of the transportation 
of gas in interstate commerce we have the power to refuse permission to a 
natural gas company to take on a new direct sale customer (Panhandle Eastern 
Pipe Line Company v. F. P. C., 232 F. 2d 467 (CA38), certiorari denied 352 
U. S. 891), our jurisdiction under Section 7 is clearly separable from our rate 
jurisdiction under sections 4 and 5, as the court said: 

This control over gas transportation by the Commission is completely 
independent of the sale of the gas and just as important. It is a separate 
subject of regulation irrespective of whether the particular gas is thereafter 
sold for resale or direct to consumers. 
Failure to effect an appropriate amendment of a certificate of public convenience 
and necessity upon undertaking a new direct sale might conceivably be a 
violation of the certificate and of Section 7 of the Gas Act, but that would have 
nothing to do with whether we have jurisdiction to regulate the rates under 
Sections 4 and 5. We therefore conclude that Colorado Interstate’s direct sales 
to Public Service and Colorado Springs for boiler fuel use are not subject to our 
jurisdiction and no refund need be made with respect to these sales. In connec- 
tion with this conclusion we believe that changes may be necessary in the lan- 


0 United States v. Public Utilities Comm’n., 345 U. S. 295, 317-318. This case involved 
a similar situation involving the sale of electric energy, part of which was resold and part 
of which was consumed by the purchaser. 
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guage of Colorado Interstate’s tariff to reflect our determination herein and such 
changes, if necessary, will be required in our later order. 


Dvwrectors and Executive Committee Salaries 


Colorado Interstate pays its directors for their services as such and as 
members of its executive committee $75,000 annually. We agree with the 
presiding examiner that under the present circumstances this amount is reason- 
able and should be allowed as operating expenses. It is true that in docket No. 
G-1115 (11 F. P. C. 324, 332) we disallowed the same expense for the year 1952, 
but at that time only a minority of the directors had voted the compensation, 
and two of the directors were representatives of corporations which were 
about to dispose of most of their interests in Colorado Interstate. At present we 
are also cognizant of the trend to pay directors substantial salaries rather than 
merely a nominal fee for attending meetings. The majority of the board of 
directors has not taken exceptions to these payments, and there is nothing in 
the record to indicate that they are anything but reasonable. 


Rate of Return 


On the basis of the present capitalization the presiding examiner found that 
a just and reasonable rate of return would be 6% compared with the 5%% 
allowed by the Commission in docket No. G-1115. He noted that Colorado 
Interstate’s capitalization as of December 31, 1954, consisted of debt in the 
amount of $54,006,000 with an average cost of 3.41%, preferred stock in the 
amount of $11,000,000 with an average cost of 5.16% and common equity in the 
amount of $26,345,000. He further noted that on July 1, 1955, Colorado Interstate 
entered into a credit agreement under which is could borrow $25,000,000 in 3% 
notes. Using this capitalization and assuming the additional notes would be 
refinanced at 434%, he arrived at a return on common equity at 12.41% 
assuming a 6% rate of return.” 

A return of 12.85% on Colorado Interstate’s common equity is ample to 
maintain the company’s financial integrity and to attract capital. It is a 
seasoned company, favorably situated with regard to reserves and had recently 
sold common stock at an earnings-offering-price ratio of 7%. The generous 
margin over the “bare bones” cost of money will be sufficient to compensate 
for any possible overvaluing of the stock on the part of investors believing that 
field price would be used in fixing Colorado Interstate’s rates. The approximately 
12% allowance on common equity here used also compares favorably with the 
9% and 10% rates of return we have used for largely equity financed inde- 
pendent producers as against Colorado Interstate’s contention that the presiding 
examiner’s overall allowance of 6% was too low for a pipeline producer of gas. 

Colorado Interstate, in excepting to the presiding examiner’s conclusion, 
contends that it stood in need of $45,000,000 to finance certificated and budgeted 
construction. As the presiding examiner pointed out, there is no solid evidence 


11 See the following table: 
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of what the cost of obtaining this sum would be. In any case we are here 
concerned not with the indefinite future but only with a period terminating 
June 30, 1957. Applying a 6% rate of return to Colorado Interstate’s capitaliza- 
tion as of the end of that year still results in a 12.29% return on common equity.” 

On the basis of the presiding examiner’s discussion, which we adopt, and 
the further considerations expressed here, we shall allow a 6% overall rate 
of return in computing Colorado Interstate’s cost of service for the closed-in 
period January 1, 1954, through June 30, 1957. 


Relative Level of Demand and Commodity Charges 


Based on its cost exhibits the staff proposed for Rate Schedule G—1 in docket 
No. G—2260 a demand charge of 75 cents per month per Mcf and a commodity 
charge of 13.38 cents per Mcf, and recommended in docket No. G—2576 the cor- 
responding demand charge of 65 cents and commodity charge of 13 cents. 
Counter proposals were made by Colorado-Wyoming and certain other com- 
panies, using a system cost basis that the demand charge in each of the dockets 
be $1.20 and the commodity charges be 12 cents and 11.1 cents, respectively. 
These charges compare with Colorado Interstate’s proposed demand charge in 
docket No. G—2576 of $1.54 and commodity charge of 19.5 cents. The presiding 
examiner adopted the staff recommendations. 

The question raised here is whether in prescribing a rate we should place 
more of the cost burden on the demand component than on the commodity 
component, assuming that we have classified costs between demand and com- 
modity in accordance with precedent. In their exceptions, Colorado-Wyoming, 
Citizens Utilities and other interveners contend that we should do so, “tilting” 
the rate in order to hold and attract industrial loads in the Rocky Mountain 
area. Of course it is clear that this tilting favors the high load factor customers 
as against low load factor domestic and commercial space heating customers. 

Since we are not prescribing rates in this order, this question cannot be 
answered finally, but the record does not indicate that commodity rates pre- 
scribed in accordance with the cost allocation will necessarily be noncompetitive 
with other fuels. The staffs “untilted’’ commodity rate is 13 cents compared 
with Colorado Interstate’s proposed commodity rate in docket No. G—2576 of 
19 cents. 

On the basis of the discussion above and the cost data in the record in docket 
No. G—11717 we shall prescribe rates for Colorado Interstate’s jurisdictional 
customers applicable to the closed-in period of January 1, 1954, through June 
30, 1957, and shall determine the amount of refunds to be paid each of them by 
Colorado Interstate. These determinations will necessarily require that we 
pass upon claims by certain of Colorado Interstate’s customers, namely Colorado- 
Wyoming, Pioneer Natural Gas Company” and Citizens Utilities that they are 


12 See the following table: 
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143 Pioneer has been replaced by Southern Union Gas Company. 
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in a special position and should be favored by us in prescribing rates, and we 
may appropriately decide these questions in our later order. In view of the 
fact that we contemplate proceeding to the determination of rates and amount 
of refunds, no useful purpose would be served in granting the petition of the 
City and County of Denver to investigate the disposition of the funds collected 
by Colorado Interstate pursuant to its corporate undertaking to make the 
refunds. 

The Commission orders: 

(A) The presiding examiner’s decision issued May 8, 1957, is modified in 
the manner set forth above and as so modified is adopted as the decision of 
the Commission except where inconsistent with this opinion and order. 

(B) There is hereby incorporated in the record in the consolidated docket 
Nos. G-2260 and G-2576 the entire record in docket No. G—11717, and the record 
in the consolidated dockets is hereby reopened for the specific and limited 
purposes indicated above. 

(C) The motions to dismiss filed by Citizens and the City and County of 
Denver and the petition to investigate the disposition of funds filed by the 
City and County of Denver are hereby denied. 

(D) The petition to reopen the record filed by Colorado Interstate for the 
purposes stated in such petition is hereby denied. 

(E) Exceptions to the presiding examiner’s decision inconsistent with this 
opinion and order are hereby denied. 

Commissioner Digby made the following statement: I feel that the Commis- 
sion should, in this opinion, give the producer the benefit of the tax saving 
due to intangible well drilling and development cost just as it should in an 
applicable case grant him the benefit of tax saving by reason of statutory 
depletion. 

Commissioner Connole concurring in part and dissenting in part, filed a 
separate statement. 


CONNOLE, Commissioner, concurring in part, dissenting in part: 


I concur in all the ultimate conclusions of law and findings of fact contained 
in majority’s opinion with but one exception. The Commission’s consistent and 
judicially approved position to allocate system costs proportionately to the 
Amarillo Oil Company transaction should be maintained. Persuasive principles 
more compelling by far than the expediencies of this case argue against any 
other conclusion. Accordingly, I dissent from so much of the order that holds 
otherwise. 

The contract relied on by majority was not made at arm’s length. It was 
made by and between two affiliates, Canadian and Amarillo, on a cost basis, as 
any contract between affiliates should be. Now, however, Canadian has been 
extinguished as a corporate entity and is merged into Colorado Interstate. 
There is no affiliation between Amarillo and Colorado. 

The undertaking by Southwestern Development Company to cause its sub- 
sidiary, Canadian, to sell back to the other subsidiary, Amarillo, the very gas 
in the West Panhandle reserves which Canadian had acquired from Amarillo 
naturally required that the “sale” be made at cost. In point of fact, it was 
only a paper sale, for both companies were wholly-owned subsidiaries of South- 
western Development Company. Once Canadian was sold by Southwestern to 
Colorado, however, it lost its identity as an affiliate of Amarillo. From that 
point on Canadian became part of Colorado and Amarillo became just another 
of Colorado’s customers. As such it should pay its fair share like any other 
customer. 
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In 1927, eleven years before the passage of the Natural Gas Act, Southwestern 
Development Company naturally was free to dispose of its property in any law- 
ful manner which it saw fit. A paper transaction setting up a buyer and seller 
relationship between two wholly-owned subsidiaries certainly was within its 
lawful authority. A contract between affiliates, however, does not supersede 
the Natural Gas Act. If the terms of the pre-Natural-Gas-Act contract are 
contrary to the public interest, it is obvious to me that we are not bound by 
them. The Examiner notes this in a pertinent footnote on page 1065. 

The contract by which Amarillo disposed of its property to Canadian was 
the subject of Commission consideration in an earlier rate proceeding, 3 
FPC 32, 43. The Commission found that Canadian had paid Amarillo 
$5,000,000 for its gas leaseholds and wells in Texas Panhandle Field and 
that the cost to Amarillo was $1,879,504, and ordered the elimination of this 
“write-up”. The Supreme Court affirmed. Colorado Interstate Gas Com- 
pany v. Federal Power Commission, 324 U. S. 581, 607. The cost contract 
involved here was executed at the time of the sale of the Amarillo prop- 
erties and has no more dignity than the write-up set aside by the Com- 
mission. 

In my judgment it is futile to speculate on the hypothetical alternatives open 
to the two affiliates at the time Southwestern caused its two subsidiaries to 
enter into this contract. The only point that concerns us is what contract the 
parties did enter into, not what contract the parties might have entered into. 

Finally, I am not persuaded by the argument. that the allocation principles 
consistently followed by the Commission will result in discouraging further ac- 
quisition of gas by Colorado. This position is refuted by majority’s recital of 
the increases in the amount and the cost of gas purchased in other areas to 
augment Colorado’s gas supply. Majority reminds us that by virtue of such 
increases in the cost of gas the amount of costs allocated to the Amarillo sale 
was only $216,452 per annum in excess of the contract costs in 1952, while in 
1957 Colorado claims the comparable figure is $1,500,000. Yet this condition 
developed during the period when Colorado knew that the Commission’s po- 
sition had consistently argued against the allocation practices which majority 
now states are essential to encourage the acquisition of new gas reserves. 

In my judgment, the allocation urged by majority violates sound principles 
of cost allocation and regulatory theory without justification, grants an undue 
preference to its customer, Amarillo, contrary to the expressed provisions of 
Section 4 (b) of the Natural Gas Act and is unduly discriminatory against 
interstate commerce. Prior practices of the Commission should be followed. The 
evils envisioned by majority can be cured by much less radical steps and by 
means adapted to further, not confound, the principles of the Natural Gas 
Act and its administration. 

Accordingly, I dissent from so much of this opinion and order which departs 
from the principle of non-discriminatory, non-preferential allocation of costs. 


DECISION 
UPON APPLICATIONS FOR AN INCREASE IN NATURAL GAS RATES 


(Issued May 8, 1957) 


Brnper, Presiding Examiner: These proceedings involve two applications by 
Colorado Interstate Gas Company (Colorado) seeking rate increases totaling 
almost $20,000,000 per annum in excess of those prescribed in Docket No. G-1115 
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by the Commission as being just and reasonable on August 8, 1952, following a 
lengthy investigation into Colorado’s rates and charges.’ In the first of these 
applications, Colorado tendered for filing on September 2, 1953, in Docket No. 
G-2260 certain revised tariff sheets proposing a system-wide increase in its 
rates and charges for natural gas sold for resale, subject to the jurisdiction of 
the Federal Power Commission, amounting to approximately $9,600,000 per 
annum over the prescribed rates in Docket No. G-1115. The rate increase appli- 
cation in Docket No. G-2260 was made effective under bond January 1, 1954. 
Prior to the conclusion of the hearing, which the Commission ordered to be held 
in Docket No. G-2260, Colorado tendered for filing in Docket No. G—-2576 on July 
30, 1954, certain additional revised tariff sheets proposing another increase in 
jurisdictional rates, above those demanded in Docket No. G—2260, of approxi- 
mately $10,269,000. This rate increase was made effective under bond Febru- 
ary 1, 1955. Thus the total increase sought is almost $20,000,000 in excess of the 
rates which had been theretofore prescribed by the Commission’s orders in 
Docket No. G—1115. Docket Nos. G—2260 and G—2576 were consolidated for 
hearing by the Commission’s order issued October 22, 1954. 

Hearings were held in regard to Applicant’s filings between January 1954 and 
April 1956. All parties were afforded an opportunity to present evidence and 
to be heard and briefs were filed on behalf of Colorado, Citizens Utilities Com- 
pany, New Mexico Public Service Commission and City of Clayton, New Mexico, 
Pioneer Natural Gas Company, City and County of Denver, Colorado, City of 
Colorado Springs, Colorado, Public Service Company of Colorado, Colorado- 
Wyoming Gas Company, Cheyenne Light, Fuel and Power Company, Pueblo Gas 
and Fuel Company, and Greeley Gas Company. The Board of Equalization and 
Public Service Commission of the State of Wyoming filed a statement of position. 

Colorado is a natural-gas company within the meaning of Section 2 (6) of the 
Act.’ 

In July 1955 all participants agreed to employ the actual data per books for 
the year 1954 as a closed period in Docket No. G—2260, and the year 1954, 
normalized, as the test period for determining rates from February 1, 1955, and 
for the future in Docket No. G-2576.° 

The Presiding Examiner finds that these test periods are appropriate for the 
respective dockets. 

While it cannot be said that there was genuine agreement between the Appli- 
cant, the various participants, and the Staff of the Commission as to the exact 
nature of all the issues in this proceeding, or their relative importance, it appears 
to the undersigned that determination of the following matters must be made 
before an order determining just and reasonable rates for Colorado may issue. 

(1) Is Colorado entitled to obtain the “commodity value” or the “fair field 
price” for its own produced gas as part of its “cost of service”? 

(2) What is the effect in the instant proceeding of the Commission’s deter- 
mination and order in Docket No. G-1326 (10 FPO 105) respecting the employ- 
ment of certain tax advantages which became available to Colorado because of 
the merger in 1952 of Canadian River Gas Company (Canadian) and Colorado? 


1The rates prescribed by the Commission in Docket No. G—1115 involved substantial 
reductions to Colorado’s customers and the Commission’s order in such docket was affirmed 
by the Supreme Court in 1955, Federal Power Commission y. Colorado Interstate Gas Com- 
pany, 348 U. S. 492. 

? Commission Opinion No. 235, 11 F. P. C. 324. 

* Certain items regarding expenditures were not agreed to by some interveners as prop- 
erly coming within the test period, but the amounts involved are minor in comparison to 
the total increase sought and these items will be discussed hereinafter. 
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(3) What is the proper method of allocating costs between natural gas and 
certain liquid hydrocarbons attributable to Applicant’s gasoline operations? 

(4) How should costs be allocated in connection with Colorado’s sales to 
Amarillo Oil Company? 

(5) Should the tariff, which in its present form appears to encompass the sale 
of all natural gas purchased by the City of Colorado Springs and Public Service 
Company of Colorado, be modified so as to exclude therefrom so much of the 
natural gas as is used for boiler fuel by such purchasers? 

(6) Are certain payments made to directors and executive committee members 
as fees and salaries a legitimate part of Colorado’s cost of service which should 
be allowed as part of its recoverable cost of service? 

(7) Is Colorado entitled, in Docket No. G—2576, to recover as part of its cost 
of service certain additional operating expenses (gas purchase and wage adjust- 
ments) in the amount of $433,080? 

(8) What is a just and reasonable rate of return for Colorado? 

(9) What is Colorado’s rate base and cost of service in each docket? 

(10) Should the rate differential between Colorado-Wyoming Gas Company 
and Public Service Company of Colorado be continued? 

(11) What is the proper relative level of the demand and commodity charges 
of Colorado to its jurisdictional customers? 

(12) Is Pioneer Natural Gas Company (Pioneer) entitled to a separate lower 
rate than the system-wide resale rate? 

(13) Should Colorado’s filings be dismissed as to Citizens Utilities Company 
(Citizens) because the Commission lacked “jurisdiction to entertain Colorado’s 
rate filings’’? 


(1) Employment of “Commodity Value” in Colorado's “Cost of Service” 


Colorado filed its application in Docket No. G-2260 on September 2, 1953. This 
was before the Commission issued its Opinion No. 269 in Panhandle Eastern 
Pipe Line Company, Docket Nos. G-1116, et al. (April 14, 1954). Colorado’s 
application, filed in Docket No. G-2260, was not prepared on the basis of a 
“commodity value” approach for its self-produced natural gas. “This rate in- 
crease application was based principally on increased purchase costs, return on 
the additional investment made in the Company’s 1953 expansion program, and 
operating costs on new facilities. ... The principal element contained in the 
second application is the assignment of a ‘commodity value’ to the Company’s 
own production following the rate making principles established by the Commis- 
sion in a decision issued on April 14, 1954, affecting Panhandle Eastern Pipe 
Line Company.”‘* (Panhandle) 

After the Commission issued Opinion No. 269 in Panhandle, Colorado pre- 
sented both cases for a rate increase in the mold of the Panhandle determination 
and claimed that it was entitled to have its rate base, and cost of service, deter- 
mined on the same basis as Panhandle’s were determined. Colorado relied 
heavily upon Opinion No. 269, and the testimony which it offered in both Docket 
No. G—2260 and Docket No. G—2576 to support increased rates was based on a 
“commodity value” approach and the presentation, in principle, echoed that 
offered by Panhandle in Docket No. G-1116.° 


4 Exhibit 61, page 8, Prospectus of Applicant, dated November 17, 1955. 

5 Colorado’s recoverable reserves under its properties are estimated to be in excess of 
3,183 billion cubic feet and during the twelve months ended August 31, 1955, the Applicant 
produced from its own reserves approximately 62% of its gas requirements. (See Exhibit 
61, page 9) The use of “commodity value” therefore is of tremendous importance to 
Colorado and of equal importance to its customers and consumers. 


554728—_61—_—_67 
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The Court of Appeals, however, on December 15, 1955, reversed the Commis- 
sion’s order in the Panhandle proceedings and remanded the matter to the 
Commission for further proceedings not inconsistent with its opinion.* Accord- 
ingly, insofar as Colorado’s case for higher rates is inconsistent with or does 
not meet the standards enunciated by the Court of Appeals, it cannot be 
sustained. 

Among other things, the Court of Appeals held that where a “commodity 
value” approach resulting in rates higher than those reached by the traditional 
rate base method is employed (as in Panhandle) the traditional rate base 
method must be used as a “basis of comparison” or “point of departure” in the 
consideration of the justness and reasonableness of higher rates. It held 
further that for the amount higher than that reached by the traditional rate base 
method to stand, such higher amount must be “brought into relationship by the 
evidence and findings with the purposes for which it is granted.” City of Detroit 
v. Panhandle Eastern Pipe Line Company, 230 F2d 810, 818. In this connection, 
the evidence bearing on the relationship between the purposes and the amount nec- 
essary to their accomplishment must be of such a specific character that it will 
sustain a finding that the amount sought is needed and is no more than needed 
to effectuate the stated purposes. 

In the light of the Court’s opinion, it would appear helpful to consider (a) 
what is meant by the phrase “traditional rate base method”, (b) the difference 
between the amount sought by Colorado and the amount reached by the tradi- 
tional rate base method, employing the latter as a basis of comparison or point 
of departure, (c) the purposes for which the higher amount is alleged to be 
needed, and (d) the evidence showing that the higher amount sought is needed 
to accomplish the alleged purposes and is no more than is needed for such 
purposes. 

(a) The meaning of the phrase “traditional rate base method.” 

The Court of Appeals, in considering the Panhandle case (sometimes referred 
to hereinafter as the City of Detroit case), had before it in Opinion No. 269 
the Commission’s explanation of what was meant by the “traditional rate base 
method”. This explanation reads as follows:* 

In valuing the natural gas which Panhandle itself produces, the staff 
would have us adhere to the method which the Commission has tradi- 
tionally followed in treating pipeline-produced gas for rate-making pur- 
poses, and which for convenience may be termed the “rate-base” approach. 
Under this method, the natural gas in place and the properties and equip- 
ment utilized in producing it are included in the rate base, along with the 
transmission, compression, and other facilities employed in transporting 
and selling it to the customers, at the net investment which they represent, 
i. e., their original cost less the reserves which have been accrued to cover 
their depletion and depreciation. In addition to a return thereon equal to 
the rate of return found reasonable for the pipeline operation over-all, 
there are included in the recoverable costs of service, upon which the 
charges to jurisdictional customers are based, all operating expenses 
chargeable to production, including such uncapitalized exploratory and de- 
velopmental outlays as delay rentals, geological surveys, and the expenses of 
drilling dry holes. Thus all of the costs and risks incurred in the search 
for gas by a pipeline are shifted from the stockholders to the customers 


* City of Detroit v. Panhandle Eastern Pipe Line Company, 230 F2d 810 (C. A. D. A. 
1955) ; Cert. den. 352 U. S. 829 (October 8, 1956) ; rehearing denied 352 U. S. 919 (Novem- 
ber 19, 1956). 

7 Opinion No. 269, 13 FPC 53, at pp. 60, 61. 
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of the pipeline. In addition, all expenses associated with the extraction of 
liquid hydrocarbons, such as natural gasoline, are also included among the 
allowable operating expenses, but corresponding production credits are 
made of the revenues from the sale of such products. Thus the “cost” of 
the natural gas varies inversely with the fluctuating and unregulated 
prices of such products as natural gasoline, which in this case is taken as 
6.4 cents per gallon. Finally, under the rate-base approach allowances for 
taxes on the production property are made in accordance with the actual 
payments made, thus transferring to the rate-payer all the savings of 
federal income taxes permitted by statute to be enjoyed by gas producers 
through the allowances made for depletion‘ and intangible well-drilling 
expenses.® 


4 Revenue Act of 1925 ; Internal Revenue Code, Secs. 23 (a) and 114 (b) (3) and (4). 
5 Treasury Department, Regulations III, Sec. 29.23(M)-—16. 

It is clear that when the Court of Appeals used the phrase “traditional rate 
base method” in its City of Detroit opinion it attributed to it the meaning ac- 
corded it by the Commission in the above quoted language from Opinion No. 
269. It is apparent from such language that under the traditional rate base 
method the only amounts which could be included in “cost of service” were 
those amounts which involved actual expenditures made or to be made by a 
natural-gas company. 

As the Commission itself pointed out in Opinion No. 269, an inherent part 
of the “traditional rate base method” is the principle that only actual expendi- 
tures are includible in cost of service and the application of this principle to 
Federal income tax savings permitted by statute to be enjoyed by gas producers 
through the allowances made for depletion and intangible well-drilling expense 
requires their exclusion from recoverable cost of service since such savings are 
not an expense to the Applicant, but rather an advantage to it, since it lowers 
cost of operation and thus enables it to sell gas at lower prices. If after tak- 
ing advantage of the tax savings permitted by statute through such allowances 
Federal income taxes were still payable, no more than the amount actually 
paid or payable by an Applicant could, under the above-quoted definition of the 
traditional rate base method, be included as an item of expense in “cost of 
service”. 

In this connection, it should be observed that, despite contentions to the con- 
trary, the Court of Appeals did not say to use the “traditional rate base method” 
as a “basis of comparison” or “point of departure” but first modify such 
method by adding to the recoverable cost of service under such method an 
amount equivalent to the tax savings resulting from the allowances made for 
depletion and intangible well-drilling expense. 

The Court of Appeals in Panhandle singled out that part of the Commission’s 
treatment of Federal income taxes which related to accelerated amortization 
under Section 124-A of the Internal Revenue Code as the Commission's solu- 
tion relating to the treatment of Federal income taxes in Panhandle which it 
would not disturb. The fact that the court singled out this part of the Com- 
mission’s solution of the Federal income tax problems from the other Federal 
income tax problems involved in Panhandle as the one it was affirming does 
not reflect an affirmance of the Commission’s solution regarding the other Fed- 
eral income tax problems involved therein, as appears to be urged, but rather 
the contrary. 


8 Section 124-A is now Section 168 of the Internal Revenue Code of 1954, 26 U. S. C. 
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This view of the meaning of the Court of Appeals decision regarding Federal 
income taxes is buttressed by the fact that the Court required that the tradi- 
tional rate base method be used as a basis of comparison, i. e., the Court in- 
sisted upon the use of a comparison which was based upon a method defined by 
the Commission itself as one whereby the Federal income tax savings result- 
ing from depletion and well-drilling expense was required to be passed on to 
the rate payers. Accordingly, the treatment accorded accelerated amortization 
is not to be interpreted as a deviation in principle from the major proposition 
enunciated by the court, which is that it is essential in a case where the higher 
rates are sought under the Panhandle approach that the traditional rate base 
method, as described by the Commission in the above language from Opinion 
No. 269, be used as a basis of comparison or point of departure in the deter- 
mination of the justness and reasonableness of the higher rates demanded. 

In this connection it may also be noted that accruals for taxes relating to 
accelerated amortization may not be used in the same manner as the savings 
due to depletion allowances and well-drilling expense. The latter savings are 
unrestricted as to use. Under Section 124-A, however, the accruals for taxes 
in excess of those actually paid do not constitute for a regulated natural-gas 
company free and unrestricted income, but is “earmarked” for future use to 
meet the Applicant’s tax liabilities at a later date. Section 124-A does not 
involve an exemption from taxes resulting in additional funds available to 
management without restriction but rather a deferral of taxes which are re- 
quired to be paid at a later date. In this connection the Court of Appeals 
stated that: 

Since, however, Congress intended by Section 124-A only to defer tax 
liability, and not to provide a fund which could be diverted by Panhandle 
to the payment of dividends, the Commission further states, “the accruals 
for taxes in excess of those actually paid should logically be treated by 
Panhandle, not as free and unrestricted income, but earmarked to provide 
for the future meeting of such liability.” After the facilities have been 
fully depreciated under the accelerated amortization plan, income taxes 
will normally be greater, since no further deductions for depreciation will 
be possible. By setting up a special reserve for the tax savings for the 
first five years, the Commission insures that this amount will go to meet 
the increased taxes after that period, rather than being paid out in 
dividends.’ 

It is clear that when the Court of Appeals decided that it was requisite that 
the amount reached by the traditional rate base method be used as a basis of 
comparison with the amount sought under the “commodity value” or Pan- 
handle approach, it intended that the phrase “traditional rate base method” 
be employed with the meaning attributed to it in the Commission’s description 
of such method and not to give it a meaning which would imply to the phrase 
“the traditional rate base method” the idea that the savings available through 
tax benefits obtained by a natural-gas company attributable to depletion allow- 
ances and intangible well-drilling expense were to be added to and made a part 
of the “cost of service.” 

(b) The difference between the amount sought by Colorado and the amount 
reached by the “traditional rate base method”, employing the latter as a basis 
of comparison. 

Colorado, in its initial brief (page 2) “points out while the G—2260 filing was 
premised upon increased costs on a cost basis, the proof later adduced to sub- 


* City of Detroit, Michigan v. Federal Power Commission, 230 F2d 810, 821. 
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stantiate that rate increase included a field price basis for the Company’s pro- 
duced gas in addition to such increased costs. (Exhibit 105)” 

Colorado’s exhibits received in evidence reflect an overall cost of service in 
Docket No. G—2260 of $36,682,977, and a cost of service to jurisdictional cus- 
tomers of over $29,000.000. 

The provisions of Section 154.21 of the Commission’s Rules and Regulations 
pertaining to rate schedules and tariffs read as follows: 

$154.21 Effective tariff. The effective tariff of a natural-gas company 
shall be the tariff filed pursuant to the requirements of this part, and 
permitted by the Commission to become effective. No natural-gas com- 
pany shall directly or indirectly, demand, charge or collect any rate or 
charge for or in connection with the transportation or sale of natural gas 
subject to the jurisdiction of the Commission, or impose any classifications, 
practices, rules or regulations, different from those prescribed in its effec- 
tive tariff and executed service agreements on file with the Commission, 
unless otherwise specifically provided by order of the Commission. 

Colorado, in Docket No. G—2260, filed a schedule ® with the Commission under 
which it collected rates from its jurisdictional customers in 1954 under bond 
which enabled Colorado to recover revenues from jurisdictional customers of 
$22,763,605. (Exhibit 51, Statement C-1) This figure, however, did not include 
boiler fuel sales to City of Colorado Springs and Public Service Company of 
Colorado, which are classified as non-jurisdictional in Exhibit 51 and total 
$3,172,774. The Staff and Denver claim such sales are jurisdictional. 

Under the Act and under the Rules, Colorado may not directly or indirectly 
demand rates higher than those prescribed in its effective tariff. The rates in 
Docket No. G—2260 involve a closed period. Accordingly, there is no basis in 
law for affording Colorado a recovery of an amount based on the fair field price 
in Docket No. G—2260, since such amount would be several million dollars higher 
than could be reached under the filed rates and, as has been noted, higher than 
the revenues actually collected under the filed schedule. Rates higher than 
those for which schedules have been filed may not be retroactively obtained. 
We, therefore, have the somewhat anomalous situation that Colorado has pre- 
sented its case in Docket No. G—2260 (where its original filing was premised 
essentially on the traditional rate base method) on the basis that it is en- 
titled to have its rates determined on the “commodity value” method. In this 
connection we have Colorado claiming that the tariff which it had filed to obtain 
higher rates than those determined as just and reasonable only about a year 
earlier, and pursuant to which it has been collecting such higher rates under 
bond in this docket, was so low that actually it was entitled to obtain from its 
jurisdictional customers over $10,000,000 more than it had asked for in its 
rate increase application. Colorado apparently claims in this connection that, 
since it is entitled to obtain from its jurisdictional customers these very large 
sums pursuant to the field price theory of ratemaking over the amounts sought 
in the rates it had filed for in an application prepared under the traditional rate 
base method, it was unnecessary to examine into and ascertain whether the 
rates it was collecting pursuant to such filing were justified under the tradi- 
tional rate base method. Apparently it is assumed that, since Colorado would 
be entitled to more under the fair field price method than the rates being col- 
lected under the filings as made, Colorado is automatically justified in retaining 
all revenues collected in Docket No. G-2260 without further inquiry to determine 


% Such schedule was thereafter superseded by another schedule to reflect increases sought 
in Docket No. G—2576. 
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whether the rates collected were in fact justified under the traditional rate base 
method.” 

It must first be pointed out that under the City of Detroit case the rates which 
would be reached pursuant to the traditional rate base mehod must first be as- 
certained. Further, if Colorado has not established that it is entitled to more 
than that reached by the traditional rate base method, then the rates obtained 
under the latter method must be applied, and finally, it should be noted that 
higher rates sought under the traditional rate base method must also be justi- 
fied before they can be applied to the rate payers. 

Before embarking upon an explanation of the differences in amounts reached 
under each of the methods it would appear advisable to review the mechanics 
by which the higher “cost of service’ figures under the “commodity value” 
method were developed and how Colorado employed such figures in this pro- 
ceeding. 

The Court of Appeals, in its opinion in Panhandle, summarized the mechanics 
by which the higher “cost of service” was arrived at under the “fair field price” 
or the “commodity value” theory in such case. In this connection, the Court 
stated : 

In the instant case the Commission substantially modified this tradi- 
tional rate-base approach by using a different formula for Panhandle’s 
own producing properties. It computed a “field price” for the gas obtained 
from this source, based upon the “weighted average arm’s length prices” 
established by federally unregulated bargaining for similar gas in the fields. 
It then multiplied the volume of Panhandle’s production by that “field price” 
and included the result in Panhandle’s operating expenses as an amount to 
be recovered through the rates. At the same time the Commission excluded 
from the rate base the cost of the properties which produce this gas and 
excluded from recoverable operating expenses the cost of producing it. The 
Commission states that its purpose is to allow Panhandle to receive for 
its own produced gas “a price reflecting the weighted average arm’s length 
payments for identical natural gas in the fields (and sometimes from the very 
same wells) where it is produced,” instead of a return on its legitimate 
investment in the properties and equipment used in producing this gas. 

The Commission in Opinion No. 269 (Mimeo ed. pages 34, 35), in referring to 
the tax effects of employing the “fair field” price or “commodity value” method, 
pointed out that, since this method “logically carries with it the adjustments 
for giving full effect to the statutory tax provisions regarding depletion and 
intangible well-drilling expense relating to natural gas production, it will not 
be necessary for us to give further consideration to those factors herein.” 

In substance, Colorado’s “cost of service” figures on a “commodity value” 
basis were arrived at by the same general procedure as described by the Court 
of Appeals in Panhandle. This is seen clearly from the testimony of Colorado’s 
president. His testimony on this subject matter was, in pertinent part, as 
follows: 

In our submittal of Exhibits in Docket G—2260 for this hearing, we have 
adjusted the cost of service shown in our initial exhibits filed in January 
of this year to reflect the concepts and principles subsequently set forth by 
the Federal Power Commission on April 15, 1954, in its opinion 269 rendered 
in connection with the Panhandle Eastern Pipe Line Company. 


u Cf, Colorado in its initial brief (page 54) requests a finding that, “The cost of service 
exceeds the revenues resulting from the rates filed. Therefore, no refunds in respect 
thereto can be ordered and Colorado shall retain the same without condition.” 
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Such adjustment included the substitution of a commodity value for 
Colorado Interstate’s own production in lieu of production costs including 
operating expenses, depreciation, depletion, and taxes related to such gas. 

The company’s net investment in production facilities was also eliminated 
from rate base. Federal income taxes were adjusted to earnings from the 
company’s pipe line system, excluding income tax effects from the operation 
of production properties. 

These adjustments were made following the Commission’s consolidation 
of our application under Docket G—2260, which was originally filed, using 
the rate base method on production properties, and our application under 
Docket G—2576 in which company-owned production was included under the 
commodity value method. 

It is our considered judgment that these adjustments are proper and fair 
under the circumstances. We concur with the Commission’s decision in the 
Panhandle Eastern case. 

Following that decision we believe that both of our applications should 
be decided on those principles * * * [Italic supplied.] 

The president of Colorado, during his testimony also stated that “the Pan- 
handle field [of Texas] represents practically all of Colorado’s own produc- 
tion.” He added that Colorado has a small quantity of production in the Keyes 
Field. 

Colorado is seeking in both Docket No. G—2260 and Docket No. G—2576 to have 
the Commission hold that the “commodity value” or “fair field price” of natural 
gas in the Panhandle Field was 9.19 cents and in the Keyes Field was 12 cents, 
and to compute a figure to be included in cost of service for its gas just as was 
done in Panhandle. 

Colorado offered the testimony of Ralph EB. Davis, a highly experienced engi- 
neer who has enjoyed a long and distinguished career in this industry. His 
testimony was very generalized in character, pointing up the desirability, in 
his opinion, of fixing self-produced gas in determining “cost of service” at prices 
regulated by the law of supply and demand, and not under ordinarily accepted 
eoncepts of utility regulation as had been applied prior to the issuance of the 
Commission decision in Panhandle. 

In connection with the establishment of the aforementioned “commodity 
value’, Colorado also relied heavily upon the testimony of its vice-president 
Barrett, and certain exhibits sponsored by him. Mr. Barrett testified that he 
had been “assigned to the job of investigation and determination of a commodity 
value to attribute to Colorado Interstate’s own production.” He arrived at a 
“commodity value” of 9.19 cents per Mcf for gas in the Panhandle Field. Bar- 
rett’s testimony was to the effect that “in line with the Commission’s words in 
Opinion 269 we are seeking what they called ‘a price reflecting the weighted 
average arm’s-length payment for identical natural gas’”. ‘This witness also 
testified that the “commodity value” and the “market price” are synonymous. 
He added that the market value is the price at which a free and willing buyer 
ean obtain gas from a willing seller in a free market, as represented by recent 
transactions. Mr. Barrett also testified that: 

The price that we determined, the 9.19 cents, was checked against the 
weighted average price by the Railroad Commission determinations in the 
Panhandle Field. It was checked against what we term the going price of 
gas in the Panhandle Field. It was checked against the price at which we 
purchase gas from others in the general supply area from which our supply 
is obtained. 
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Another study of prices in the West Panhandle Field of Texas was presented 
by Earl W. Pierson, a partner in the firm of Arthur Anderson and Co., who ap- 
peared as a witness for Colorado. This witness sponsored Exhibit No. 110, a 
natural gas price study of the West Panhandle Field in Texas, completed in 
early April 1956. The witness testified, among other things, that the weighted 
average price for gas produced in the West Panhandle Field, insofar as gathered 
raw gas was concerned, was 8.491 cents for the first six months of 1954, 8.605 
cents for the twelve months ended December 31, 1954, and 8.299 cents for the 
first three months of 1955. 

During the course of the hearing, it developed at one point that Colorado 
believed that the “commodity value” for natural gas was in excess of 9.19 cents 
per Mcf and that if a substantial quantity of gas were to be offered in the 
Panhandle Field a more realistic price would be 15 cents. It would indeed be 
an understatement to say that Colorado has a substantial quantity of gas in the 
Panhandle Field. When the president of Colorado was asked why Colorado did 
not request that rates be fixed on the basis of 15 cents per Mcf, he replied as 
follows: 

The answer to that is very simple. We filed our case under Docket G-257 
quite promptly following the decision rendered by this Commission in the 
Panhandle Eastern case in which they gave their Opinion 269. That decision 
was rendered, as I recall it, in July. At that time we had no other yard- 
stick to go on other than what the Commission had announced in its opinion 
269. We had no other way of valuing our own gas other than what the 
Commission had allowed Panhandle Eastern, which was this weighted aver- 
age purchase price of the gas in the field. So we followed through on our 
application, of course, on the same basis. We felt to use any other basis at 
that time would be unwise. [Italics supplied.] 

This statement is unclear as to why a higher price than 9.19 cents was not 
used in view of the large quantity of natural gas Colorado has in the Panhandle 
Field and in view of the fact that the magnitude of the gas to be sold is an im- 
portant element generally in the determination of price, but the statement that 
Colorado “followed through on [its] application . . . on the same basis” as had 
Panhandle in Docket No. G—1116, so far as the legal principle was concerned, 
was completely accurate. As the president of Colorado noted, Panhandle was 
the Applicant’s “yardstick” and Colorado used this “yardstick” with all the 
appurtenant deficiencies in it delineated by the Court of Appeals in its City of 
Detroit opinion, and thus arrived, in the end, at the same place, in legal principle, 
as had Panhandle. The use of this “yardstick”, without material modification 
or amplification, made such result inevitable. 

In the Panhandle case, the Court of Appeals held that it was essential to 
employ the traditional rate base method as a “basis of comparison” or “point 
of departure” in determining the justness and reasonableness of rates reached 
by the “commodity value” approach. The employment of such traditional rate 
base method as a basis of comparison was not attempted in the Panhandle case, 
and Colorado, in this case, did not attempt to use the traditional rate base 
method as a basis of comparison either, choosing to justify the rates it was 
demanding generally in the same manner as had Panhandle. Colorado failed 
to show that the rates sought were no higher than were needed to accomplish 
the various purposes it asserted needed achievement in the public interest to 
effectuate just and reasonable rates. 

Colorado, in its presentation of this case, did not attempt to employ the tradi- 
tional rate base method as a basis of comparison although this matter was not 
concluded until April 27, 1956, and final briefs were not filed until October 29, 
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1956, whereas the Court of Appeals had reversed the Commission’s order and re- 
manded the Panhandle case on December 15, 1955. However, the Staff presented 
exhibits showing what the cost of service would be if the traditional rate base 
method were employed. Accordingly, the record contains the evidence necessary 
upon which to base a comparison of the character found essential by the court. 

Pursuant to the requirements laid down by the Court of Appeals the following 
comparisons are made. 

Under the traditional rate base method, as defined in Opinion No. 269, the 
“overall cost of service,” including return on Colorado’s rate base of 6% (herein- 
after found to be just and reasonable) in Docket No. G-2260 for the agreed upon 
test period amounts to $26,698,511 according to the Staff exhibits, (Exhibit No. 62) 
The amount which Colorado seeks to have found in this docket as its “overall 
cost of service,” using the Panhandle or “commodity value” approach and using 
6%4% rate of return is $38,126,776, or $11,438,265 more than that obtained under 
the traditional rate base method.” 

In Docket No. G—2260 the allocation of “cost of service” to classes of customers, 
as presented by the Staff, using the traditional rate base method under the head- 
ing “Jurisdictional” including certain volumes to Public Service Company and 
Colorado Springs some of which is used for boiler fuel is $22,700,598, whereas 
the corresponding figure in Colorado’s presentation, using the “commodity value” 
approach, was $29,345,456, or almost 30% more than under the traditional rate 
base method. In this connection it should be observed that the latter figure does 
not include the boiler fuel sales referred to above which were they included, would 
raise the percentage very substantially above 30%.” 

In Docket No. G—2576 the cost of service for the agreed upon test period, ob- 
tained by employing the traditional rate base method, was $28,122,932. The 
amount sought by Colorado in Docket No. G—2576 for its “overall cost of service” 
based on commodity value and on a 644% rate of return was $39,826,661, an 
amount higher by $11,703,729” than that obtained under the traditional rate 
base method. 

In Docket No. G—2576 the amount allocated to classes of customers under the 
heading “Jurisdictional” by the Staff under the traditional rate base method is 
$24,130,499 including boiler fuel sales to Public Service Company of Colorado 
and Colorado Springs whereas the amount allocated to such jurisdictional cus- 
tomers under the “commodity value” method is $32,134,250, or in excess of 33% 
above that reached by the traditional rate base method (Hxhibit No. 62). Here 
also if boiler fuel sales were included in the company’s cost of service figures the 
percentage would be substantially higher than 33%. 

While jurisdictional cost of service figures in Docket No. G—2576 were set 
forth by Colorado in Exhibit 53 as being $32,134,250, the Applicant in the same 
exhibit shows that its jurisdictional gas sale revenues for 1954, as adjusted, 
under the schedules which it had filed in this docket, would amount to $36,- 
183,167, or $4,048,917 in excess of its cost of service. Neither figure includes 
the gas used as boiler fuel by Public Service Company or Colorado Springs. 

It will be observed that the total value for the volumes of natural gas pro- 
duced included in cost of service in Docket No. G—2260 on the “commodity 


13 See Exhibit 62. Footnotes to this exhibit indicate that the overall “Company Cost of 
Service” figures presented in Docket No. G-2576 were those reached “prior to deduction of 
$744,590 in revenue from Amarillo ‘B’ sale” ; and in Docket No. G-2260 were those reached 
“prior to deduction of $545,074 in revenue from Amarillo ‘B’ sale.” These sales are con- 
sidered hereinafter. In addition, Exhibit 62 shows that if, under the traditional rate base 
method, a 6%,% rate of return was employed instead of 6%, such overall cost of service 
would increase in Docket No. G-2260 by $242,623, and in Docket No. G—2576 by $197,142. 
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value” approach is represented as being $11,857,112," and in Docket No. G—-2576 
is represented as being $12,536,029.“ Under the “commodity value” approach, 
as we have noted hereinabove, actual production costs are excluded from cost 
of service and pursuant to such approach they were excluded from Colorado’s 
“cost of service” as presented in these proceedings. According to Exhibit No. 
62 the actual production costs excluded by Colorado from the cost of service 
plus a 6% rate of return was $3,970,779 in Docket No. G—2260 and $4,375,047 in 
Docket No. G—2576. Instead of using actual production costs Colorado in- 
serted in its cost of service its alleged “commodity value” of 9.19 cents per Mcf 
for gas in Panhandle Field and 12 cents for gas in the Keyes Field. The dif- 
ference between $3,970,779 and $11,857,112 is $7,886,333, (as shown in Exhibit 
No. 62) and represents the increase in cost of service attributed to the “com- 
modity value” of gas, and the corresponding figure in Docket No. G—2576 (as 
shown in Exhibit No. 62) is $8,160,982. 

These very large increases in “cost of service” figures which Colorado seeks, 
above those obtainable under the “traditional rate base method,” may not be 
granted unless evidence is presented in accordance with the standards laid 
down by the Court of Appeals showing that these are the amounts needed to ef- 
fectuate the purposes for which such larger amounts are sought and are no 
more than are needed to accomplish such purposes. Here, just as in Pan- 
handle, the question is whether the larger amounts sought are no more than 
are needed to accomplish the purposes for which sought. Here, just as in Pan- 
handle, the question is whether the larger amounts sought from consumers 
pursuant to the “commodity value” method over that reached by the “tradi- 
tional rate base method” “removes the prescribed rates from a just and reason- 
able category. If so, they are unlawful under Section 4 (a).” (230 F2d, 
810, 814). 

Before proceeding to a consideration of the purposes for which the higher 
amounts are sought it may be helpful to achieve more complete understand- 
ing of these rate proceedings to view the rates in historical perspective start- 
ing with a consideration of the rates on a customer level prescribed by the 
Commission in Docket No. G—1115, and then to consider the rates to customers 
reached by applying the traditional rate base method to Colorado’s present 
proceedings followed by a consideration of the rates to customers which would 
be reached by using a “commodity value” approach in these proceedings. 

It will be noted that when Colorado filed its application in Docket No. G- 
2260, it utilized the twelve months ended May 31, 1953, as its test period. Dur- 
ing the course of these proceedings the parties agreed to employ calendar year 
1954 as the test period for Docket No. G—2260. Accordingly, the figures re- 
ferred to hereinafter will be based on revenues computed by applying the 
G—2260 rates to the volumes of sales in 1954. It will also be observed that 
Colorado in Docket No. G—2260 sought a finding that its cost of service for 
jurisdictional customers was $29,345,456, while its rate schedules were filed on 
a basis which resulted in revenues for 1954 of $22,763,605 excluding the 
amounts for boiler fuel used by Public Service Company of Colorado and 
Colorado Springs. 

When Colorado filed its application in Docket No. G—2260 in substance it 
asked that its jurisdictional customers be required to pay in accordance with 
a proposed tariff containing specific amounts to be charged to customers ac- 
cording to their classification, as for example, mainline and field customers, and 
on the further classification of firm or interruptible service, ete. Although 


133 Exhibits 51 and 105. 
144 Exhibits 53 and 106. 
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Colorado sought to justify its cost of service on a “commodity value” basis in 
this docket, the rate schedules which it had filed in Docket No. G—2260 pur- 
suant to the Act and the Rules were bottomed upon a cost base approach. The 
revenues it now claims it really should have been entitled to recover in Docket 
No. G—2260 would have been substantially higher than that recovered under 
its filed schedules in that docket had Colorado designed its rates on cost of 
service using a “commodity value” approach. Accordingly, we have the un- 
usual situation that Colorado has increased the total dollar amount it is seek- 
ing to have found as its cost of service in Docket No. G—2260 but none of the 
schedules in such docket nor any exhibits therein show exactly how this in- 
creased amount on which it desires a finding be made would be spread among 
its customers. Of course, in this anomalous situation even if such exhibits 
had been prepared rates higher than those actually filed could not be put into 
effect. Thus, while Colorado has attempted to show that its jurisdictional cost 
of service was over 29 million dollars, in Docket No. G—2260, it has been charg- 
ing its customers for service at rates which it filed which do not result in the 
recovery of revenues in the latter amount. 

The rates in effect, under bond in Docket No. G-—2260, do not reflect a com- 
modity approach for self-produced gas. Accordingly, while a comparison of 
the amounts reached by using the traditional rate base method and the amount 
reached by using the commodity value method may be made, a comparison of 
rates by classes of customers between that reached on the traditional rate 
base approach and that arrived at on a commodity value approach would be 
impracticable in Docket No. G—2260 because a tariff showing the rates to be 
charged customers based on the amount recoverable on the latter method was 
never filed or presented during the hearing, and, of course, was never put into 
effect for the period covered in Docket No. G-—2260. Therefore, in making 
comparisons in Docket No. G—2260, the only comparison of rates which may 
be made on a customer level is a comparison of rates as prescribed in G-1115 
with the rates in Docket No. G--2260 as set forth in Staff Cost Exhibits and 
with the rates as proposed and put into effect in this docket by Colorado. 

In Docket No. G—2576 it is practicable to make a comparison on a customer 
level between rates based on the traditional rate base approach and rates 
fixed on a commodity value approach for self-produced gas because the pro- 
posed tariff in such docket reflects rates based on commodity value for self- 
produced gas. Attached as Appendix A hereto are comparisons relating to 
Docket No. G-2260, and as Appendix B comparisons relating to rates sought 
in Docket No. G—2576, using as base rates and revenues the rates prescribed 
by the Commission in Docket No, G—1115. 

The effect of the company’s proposals can best be illustrated by reference 
to their applicability to the General Service and Pipe Line Service Rate Sched- 
ules. For example, applying the G—1115 prescribed rates to the sales (58,337, 
259 Mcf) under the G—1 Rate Schedule for 1954 results in an average revenue 
of $7,968,509 (13.66 cents per Mcf). Applying the Staff cost rates in G—2260 
and the Company proposed rates in the same docket results in averages of 
18.16 and 22.09 cents per Mcf, respectively and revenues of $10,592,416 and 
$12,886,351 respectively. 

The same computations applied to the pipeline service (P-1 Rate Schedule) 
result in averages of 10.55 cents, 15.29 cents, and 17.18 cents per Mcf, respec- 
tively for the G—1115 rates, the Staff cost rates and the Company rates in 
Docket No. G—2260. 

Thus the company’s proposals in Docket No. G—2260 would increase the 
average revenues under the G—1 schedule by 8.43 cents per Mcf as compared 
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to the rates prescribed in Docket No. G—1115 or by a total of $4,917,842, while 
the Staff’s rates on a cost basis would increase the G-1 rate schedule by 4.50 
cents per Mcf or a total of $2,623,907 as compared to the G-—1115 prescribed 
rates. The Applicant’s proposals in Docket No. G—2260 would increase the 
average revenues under the P-1 rate schedule by 6.63 cents per Mcf, over the 
prescribed rates in G—1115 or by a total of $1,177,242, while the Staff’s rates 
on a cost basis would increase the P-1 rate schedule by 4.74 cents per Mcf or 
a total of $841,375 over the prescribed rates in G-1115. 

Similar comparisons may be made with respect to the other service classifica- 
tions under which Colorado operates. 

Of course, if Colorado were entitled to a finding that cost of service should 
be based on a commodity value for self-produced gas, the rates which would 
be charged to customers on this basis would become very substantially higher. 

It will be observed that differences in the jurisdictional revenues as between 
Colorado and the Staff (Exhibits 56 and 56-A) in Docket No. G—2260 amount 
to approximately $3,280,000, inclusive of sales not provided for at the time of 
the Docket No. G—1115 investigation.“ These differences in rates in Docket 
No. G-2260 between those recommended by the Staff and those contained in 
Colorado’s filed schedules are attributable principally to differences in the 
respective costs of service, including rate of return, application of the Federal 
income tax benefits attributable to savings available through depletion allow- 
ances and intangible well-drilling expense, the “roll-in” of system costs for 
Amarillo, and to the treatment of boiler fuel sales. 

The volume of gas sold under the G—1 rate schedule for the year 1954, adjusted, 
the test period in Docket No. G—2576, was 68,055,164 Mcf. Based on this volume 
it will be noted that in Docket No. G-2576 Colorado seeks over 10 million dollars 
more for such volume of natural gas than it could have obtained under the 
rates prescribed in Docket No. G-1115. Under the Staff cost exhibits such 
increase would be approximately $2,400,000.% 

Application of the G-—1115 rates under Schedule G—1 results in an average 
rate of 13.63 cents per Mcf as compared with Colorado’s proposed average rate 
in Docket No. G—2576 of 29.25 cents per Mcf and Staff’s proposed average rate 
of 17.1 cents per Mcf.” 

Application of the G-1115 rates under Schedule P-1 results in an average 
rate of 10.64 cents per Mcf compared with Colorado’s proposed average rate 
in Docket No. G—2576 of 24.26 cents per Mcf, and the Staff’s cost rate of 16.10 
cents per Mcf.* 

If mainline sales as a whole are considered the average cost under the G—1115 
rate is 12.31 cents per Mcf whereas the average costs under Colorado’s proposed 
rates in Docket No. G—2576 for mainline sales is 26.41 cents or an average in- 
crease of over one hundred percent. The average rate under the Staff’s cost ex- 
hibit is 16.6 cents per Mcf, or an increase of approximately one-third. 

It will be observed that the difference in total jurisdictional revenues between 
the Staff’s exhibits on a cost basis and Colorado’s exhibits on a “commodity 
value” basis amounts to $14,973,751, including boiler fuel sales as jurisdictional.” 


15 See Appendix A. 

18 See Appendix B. 

17 See Appendix B. 

18 Appendix B, it should be noted that Staff’s cost rate excluded the differential between 
the P-1 and the G—1 rates. 

12 Approximately $4,050,000 of the $14.97 million difference represents the excess of 
Colorado’s revenues in Docket No. G—2576 over the cost of service pursuant to the Appli- 
cant’s filed rates in this docket. 
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The impact of Colorado’s proposed rates in Docket No. G-2576 may be further 
illustrated by considering the effect on cost of gas to individual communities. 
(Appendix C) Using the test year sales as a basis, the prescribed rates in Docket 
No. G—1115 would have cost Public Service Company of Colorado, the distribu- 
tor in Denver, Colorado, for gas sold at retail, $6,573,000. Colorado would in- 
crease such cost by $7,543,345 (114%) to Public Service Company of Denver 
pursuant to its filed rates. The increase computed on the traditional rate base 
method would be $1,727,295, or 26%. This difference of almost six million dol- 
lars per annum over rates reached by the traditional rate base method, most if 
not all of which would normally be passed on to Denver consumers, is attribut- 
able principally to the employment of the “commodity value” method for Colo- 
rado’s self-produced gas. Similarly, the G—1115 rates provided a cost to the City 
of Colorado Springs for gas sold at retail of $995,924. The company’s proposed 
increase amounts to $1,123,306 (112%) and the increase on a cost basis, accord- 
ing to Staff exhibits, amounts to $225,022 (22%). 


(c) The purposes for which the amount higher than that obtained under the 
traditional rate base method is sought. : 

The reasons assigned by Colorado’s president and outlined in its brief” for 
obtaining additional revenues through the granting of the “commodity value” as 
part of the recoverable cost of service were that such revenues would: 

(1) Serve as an incentive for Applicant to own more gas reserves and would 
enable it to buy already developed gas reserves ; 

(2) “Assist Colorado in its expansion programs since it has $45,000,000 of con- 
struction planned under presently authorized facilities ;” 

(3) Enable Colorado to use such additional sums “in a balanced exploration 
and development program ;” and, 

(4) “Be the means of giving the security holders a fair return.” 

The Court of Appeals in City of Detroit referred to the Commission’s state- 
ment in Opinion No. 269 to the effect that: , 

* * * The question here presented is what method of pricing pipeline-pro- 
duced gas will, under present-day realities and in the light of the facts of 
record in this case best serve the ultimate public interest * * * 

The Court commented that: 

In resolving this question in favor of the use it made of the fair field 
price the Commission states that the traditional rate-base system (1) tends 
unduly to accelerate consumption of gas, (2) does not sufficiently encourage 
its discovery and development, thus failing to promote the national interest 
in both the production and use of natural gas, and finally (3) that the in- 
terest of the public definitely lies in the direction of natural gas production 
by pipeline systems themselves as distinguished from their complete de- 
pendence for gas upon purchases from other producers. 

The Court held that the problem of accelerated usage was one with which the 
Commission was not empowered to deal except in problems arising under Sec- 
tions 7 and 11 of the Act, but held that the remaining two grounds referred to 
above were within the scope of the Act. In connection with reasons (2) and (3) 
the Court stated : 

If the Commission contemplates increasing rates for the purpose of encour- 
aging exploration and development, or the ownership by pipeline companies 
of their own producing facilities, it must see to it that the increase is in fact 
needed, and is no more than is needed for the purpose. Further than this 
we think the Commission cannot go without additional authority from Con- 
gress. 


® See Colorado initial brief, page 23. 
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The Court pointed out that the rate increase in Panhandle attributable to 
producing properties might have a tendency to encourage their ownership and 
development of new sources of production, as an even greater increase also 
might do. At this juncture the Court noted that the increase in rates in Pan- 
handle amounted to only 1.3 cents per Mcf on Panhandle’s total sales. In this 
proceeding the increase per Mcf is, of course, much higher. In connection with 
the matter of “encouraging exploration and development, or the ownership by 
pipeline companies of their own producing facilities,” it may be noted that, 
“During the twelve months ended August 31, 1955, the Company produced from 
its own reserves approximately 62 percent of its gas requirements.” (Exhibit 
61, page 9) 

The Court concluded in its City of Detroit opinion that when the field price 
method “is used the evidence and findings must show that the increase in rates 
thus caused is no more than is reasonably necessary for the purposes advanced 
for any increase.” 

The purposes advanced for employing “commodity value” on the part of this 
Applicant were outlined hereinabove. 

We now turn to a consideration of the evidence to determine whether the 
amount sought has been brought into relationship with the alleged purposes. It 
is necessary under City of Detroit to embark upon such a consideration because 
the Court held that when the “commodity value method” “is used the evidence 
and findings must show that the increase in rates thus caused is no more than 
is reasonably necessary for the purposes advanced for any increase,” and that 
the higher amount sought must be “brought into relationship by the evidence 
and findings with the purposes for which it is granted.” 230 F. 2d 810, 818 
(Italics supplied). 

(d) The evidence showing that the additional amounts above those obtained 
by the traditional rate base method are needed and are no more than needed 
to obtain just and reasonable rates. 


It is axiomatic that no Applicant can obtain rates higher than those which 
are “just and reasonable” within the meaning of the Act.™ As we have noted, 
the meaning of the term “just and reasonable” was interpreted by the Court of 
Appeals in City of Detroit as being related to the needs of an Applicant under 
the Act. The needs of an Applicant, in turn, were related by the Court to the 
obtaining of amounts from the rate payers to be used to achieve specific purposes. 
In general, the purposes for which revenue may be obtained from rate payers have 
been delineated by the Supreme Court in Federal Power Commission v. Hope 
Natural Gas Company, 320 U. 8. 591, and other cases. 

When a determination has been reached as to the Applicant’s revenue require- 
ments necessary to satisfy such purposes, a determination has been made of the 
amount of money which is just and reasonable for an applicant to obtain from 
the rate payers. Under the Act the Commission has available to it any method 
of determining rates it chooses to employ but is subject to the limitation that the 
rates obtained must stand the test of being “just and reasonable,” i. e., the rates 
must be kept in line with “the basic purposes of the statute to protect consumers 
from excessive rates, though at the same time the statute affords the support 
of public authority to the regulated utility.” 

If the amount obtained by the “field price’ method over the amount obtained 
by the “traditional rate base method” is to be justified it must be done by evidence 
on the basis of which a finding may be made that the rates so reached are ‘“‘just 
and reasonable,” giving the terms “just and reasonable” the recognizable mean- 


2 Section 4 (a) of the Act. 
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ing required by the Court. Evidence capable of evaluation in dollars is essential 
so that the test of “need” may be met. In this connection, the numerous refer- 
ences to the Hope case in the Court of Appeals City of Detroit opinion, particu- 
larly in regard to the meaning to be attributed to the term “just and reasonable,” 
are extremely significant. As we have noted, what is just and reasonable in the 
way of rates was related by the Court of Appeals to the satisfaction of the “needs 
of the regulated utility, that is to obtain revenues for operating expenses, for 
preservation of its financial integrity, for capital costs, for servicing of debt and 
payment of dividends, or for delayed rentals, or the costs of exploration and 
development. See Federal Power Commission v. Hope Natural Gas Co., 320 U. 8. 
605, 615, 64 S. Ct. at pages 289, 294.” In other words, rates to be just and reason- 
able are required to be related to the revenue requirements to meet the above 
mentioned needs. 

The Court of Appeals also referred to the “test * * * applied in assessing the 
reasonableness of rates from the company’s point of view,” alluding to the “end 
result” test adverted to in Hope. The Court of Appeals, referring to the 
Supreme Court’s opinion in the Hope case, pointed out that “the factors compris- 
ing the test were enumerated by the Court—successful business operation, mainte- 
nance of financial integrity, attraction of necessary capital, and compensation 
of investors for risks assumed. See Federal Power Commission v. Hope Natural 
Gas Company, 320 U. S. at pages 605, 615, 64 S. Ct. at pages 289, 294.” If these 
factors are attained the “end result,” i. e., the establishment of just and reason- 
able rates have been properly achieved. 

As to the employment of the “fair field” price in the establishment of rates 
the Court observed that “the mere fact that the field price method is used does 
not vindicate the rates. Its use can be justified only in terms of a demonstrated 
public interest.” Further: 

The fair field price, which as we have seen results in higher rates than 
would have resulted from the traditional rate-base method, is not an item 
of cost. Its inclusion as an amount to be recouped from consumers as though 
it were a cost incurred by Panhandle must find some other justification with 
the periphery of the “just and reasonable” standards. It is not an ingredient 
of any of the usual needs of a regulated utility. * * * 

The Court of Appeals held in Panhandle that “the Commission’s use of the 
field price is invalid because not properly related to the public interest by the 
evidence and findings.” The court also pointed out that the specific use made by 
the Commission of “field price” in Panhandle was inconsistent with the “end 
result” test employed by the Supreme Court in the Hope case. These observa- 
tions of the court are inextricably intertwined with the view of the Court that 
no more in rates can be awarded than that amount which will satisfy the measur- 
able needs of a regulated utility to achieve defined purposes. The determination 
of just and reasonable rates is dependent on the ascertainment of the specific 
revenue requirements which will satisfy the specific needs and no amount may 
be awarded for alleged generalized needs incapable of measurement in dollars 
and no amount may be awarded unless it has been justified by proof presented 
in the hearing that the funds requested are necessary for employment to meet 
the alleged specific needs. A corollary to this concept is that if an Applicant 
claims that an additional amount above that reached under the traditional rate 
base method is necessary as a spur or incentive to increase exploration and 
development of natural gas resources, it is necessary for such applicant to show 
by evidence capable of evaluation how much more is needed for such purpose 
than the amount which is attainable under the traditional rate base method. 
Finally, it appears that if all the legitimate needs of a regulated company as ta 
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revenue requirements are satisfied by the employment of the traditional rate base 
method then an “end result” brought about by the use of some other method such 
as “commodity value” which would reach rates higher than those achieved by 
the use of the traditional rate base method would not be permitted to stand since 
such higher rates would not have been established to be just and reasonable. 

This conclusion does not import that any restriction as to method has been 
placed upon the Commission. An applicant may use the “fair field” price method, 
or reproduction cost new less depreciation, or any other method. The limita- 
tion as to method in City of Detroit, is only to the effect that any method used 
must be reconcilable on the record made during the course of the proceeding 
with the concept that only “just and reasonable rates” may be awarded, i. e., rates 
which are no more than needed to satisfy an Applicant’s requirements to obtain 
revenues to be used to achieve the purposes generally outlined in the Hope case. 
1f this course is followed then the method used, whatever it is, may be said to 
have resulted in rates which are justified in terms of a demonstrated public 
interest. With these concepts in mind we now turn to a consideration of the 
evidence presented concerning the relationship of the additional amounts de- 
manded to the purposes to be served. 

The president of Colorado stated that the main reason why Colorado had not 
sought rate increases in the past “has been our past control and current owner- 
ship over our major source of gas in the Panhandle field.” Colorado’s overall 
source of supply was supplemented in major respects in 1947 and 1952. It was 
at the latter time that Colorado decided that “we could no longer forestall filing 
fur a rate increase,” and this was “the general background leading up to and 
innmediately proceeding these rate increases.” 

An examination of Colorado’s first filing in Docket No. G—2260 clearly indicates 
on its face that the increase sought was not initially predicated on a showing 
of “commodity value” but rather generally on the background described by its 
president. The idea of recasting the presentation on a “commodity value” basis 
in this docket appears to have been an afterthought following the issuance of 
Commission Opinion 269. 

During the course of his cross-examination in these proceedings the president 
of Colorado was asked, among other things, to assume that approximately eight 
million dollars would be awarded to the Applicant for its own produced gas by 
using a field price determinant,” and then was asked how that sum of money 
would “be an incentive to Colorado for its operations as contemplated by the 
Panhandle 269 Opinion.” His answer was that this entire amount would not 
be used to 

* * * go out and buy eight million dollars worth of gas as such. The 
entire eight million dollars that we would receive by this I think could be 
well employed several different ways. In the first place, I have mentioned 
before that we have engaged in quite an expansion program. By the end 
of 1956 we will have spent since 1952 75 million dollars which we added to 
our plant. Now we have 45 million dollars that is not in this rate base. We 
have additional financing to do with it, and I think some portion of it might 
very well be employed in helping that program. We would welcome it. 

I think, secondly, a portion of it would certainly be used not in buying 
already developed reserves. It would be used in a balanced exploration 
and development program to find additional gas. I think another part of it 
might well be used in our case as well as some others * * * in giving the 

security holders a fair return on the money they have invested in making 


22 It will be noted that Colorado’s natural gas is priced at about eight million dollars more 
than the cost of producing it plus six percent return (See Exhibit No. 62). 
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all this possible. I think they are entitled to at least that. So all of this 
would not be funneled into one particular direction such as buying already 
developed gas reserves. 

I think you would have to have an entire program. 

This excerpt from the president’s testimony constitutes a fair articulation of 
the purposes for which Colorado states it intends to use the amounts above those 
reached by the traditional rate base method. 

The evidence relating to the amount sought for each of the various purposes 
referred to above is not presented in such form that a finding can reasonably 
be made as to the dollar amount needed for each purpose separately or for all 
purposes put together. As a matter of fact no specific or cohesive presentation 
showing the relationship of the amount sought to the amount necessary to its 
accomplishment was made. 

In substance, however, Colorado’s claim is that unless it gets the fair field price, 
which it asserts is 9.19 cents in Panhandle field, it will not have adequate in- 
centive to achieve the salutary results set forth by the Commission in its opinion 
in the Panhandle case (Opinion 269). Whatever may be said regarding the 
views expressed by the Commission in Opinion 269 it must be kept in mind that 
the Commission never committed itself to using the “fair field” price in every 
rate case.” Bach case is entitled to be considered on its own merits. In this 
connection the background relating to the acquisition of the reserves which Colo- 
rado now owns must be considered. 

In 1951 Colorado acquired extremely large reserves formerly owned by Cana- 
dian River Gas Company through the merger of such company into Colorado.™ 
To obtain these reserves Colorado sought a certificate of public convenience and 
necessity. In this connection Colorado represented to the Commission that the 
acquisition of these large reserves would have a beneficial effect upon its rates 
to its customers for years to come. In its brief in connection with such applica- 
tion (G-1326) Colorado stated, among other things, that: 

* * * Colorado Interstate as a merged Company would procure ability to 
render adequate service for the years to come at rates not inflated by the 
effect of having to meet competitive conditions for the purchase of gas in the 
Hugoton Field in Kansas and Oklahoma. The benefits are incalculable to 
cutomer companies and the people whom they serve. This incalculable 

benefit is what concerns the customers. 


















* * 





* * J 





* * * For the next 20 years the consumers of this gas [i. e., the gas in 
Panhandle field acquired from Canadian River] will be paying for it on the 
basis of pre-World War I costs when the larger leases were acquired. Con- 
sequently, the removal of the liquefied hydrocarbon content from that gas 
will impose no hardship upon any gas reserves. An assured way to obtain 
this benefit for consumers is the consummation of the proposed merger. 
(Applicants Memorandum Brief and Suggested Findings and Order, Docket 
No. G-3126 ; Item B, p. 16,18.) (Brackets supplied.) 

As the exhibits in this case demonstrate, the cost to Colorado plus 6 percent 
return in connection with the production and gathering of its gas in the Pan- 
handle field is approximately 3.57 cents per Mcf. The amount sought above that 
figure per Mcf by Colorado is almost 6 cents. No evidence was presented to 
show that this much was needed nor was any evidence presented which could be 
evaluated in any way to determine how much above that reached by the tradi- 


23 See Opinion No. 278, El Paso Natural Gas Company, 13 FPC 421. 
*% The merger of Canadian River and Colorado is discussed hereinafter. See 10 FPC 105. 
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tional rate base method was needed to provide the proper incentive. Of course, 
Colorado in failing to present evidence as to the amount needed above that 
reached by using the traditional rate base method has not followed the views 
expressed by the Court of Appeals in City of Detroit despite the denial of 
certiorari by the Supreme Court and the denial of the petition for rehearing of 
the denial of certiorari by the Supreme Court. 

Colorado has referred to the necessity of obtaining higher rates in order to 
finance approximately 45 million dollars in the expansion of its facilities. The 
45 million dollars in expanded facilities to which Colorado apparently refers are 
facilities which were authorized in Docket Nos. G—2120, G—2121 and G—2269. 

The certificate of public convenience and necessity authorized in Docket No. 
G—2120 was issued on July 3, 1953, and it authorized an increase in certain main- 
line and supply facilities and in sales laterals to cost almost 20 million dollars. 
In its findings the Commission stated, among other things, 

The estimated overall cost of Applicant’s proposed facilities is $19,856,596 
which Applicant proposes to finance by borrowing $20,000,000 on a short 
term basis pursuant to a credit agreement with The Guaranty Trust Com- 
pany of New York. In the latter part of the 1954 Applicant proposes to 
refinance this short term indebtedness plus $9,000,000 of the presently out- 
standing notes maturing in 1954 by means of permanent financing. [Italics 
supplied.] 

A further expansion of Colorado’s system was involved in an application for a 
certificate of public convenience and necessity contained in Docket No. G—2121 
which was the subject of Commission Opinion 271 and accompanying order 
issued June 18, 1954. In this opinion the Commission stated at page 19: 

Total cost of construction is estimated at $23,298,653, to be financed by 
short term bank loans, with subsequent long term financing by the issuance 
of bonds and preferred stock. [Italics supplied.] 

A third docket involving an expansion of Colorado’s facilities was Docket 
No. G—2269 in which the Commission issued its findings and order on April 1, 
1954. In this docket Colorado was authorized to construct and operate certain 
transmission facilities in Morton County, Kansas for the purpose of selling and 
delivering to Natural Gas Pipe Line Company of America (Natural) additional 
quantities of natural gas up to 50,000 Mcf per day. The order itself does not 
state how this financing was to be accomplished but there was no indication in 
the application of Colorado that it intended to effectuate financing by means 
different from that which it had employed in the past. Moreover, Colorado in its 
application represented that: 

The additional revenues received from its sales to Natural, by offsetting 
the costs which Applicant is obligated to incur under the take-or-pay-for 
provisions of its contract, will substantially decrease future system rate in- 
creases based on a deficiency of revenues. Further, since Natural will pay 
the cost of dehyration and transportation of the gas sold hereunder, plus 
return, from Morton County to its Station No. 101 at Hooker, Oklahoma, 
and since additional expenditures to enlarge Applicant’s gathering system in 
the amount herein estimated will be necessary in any event, no system 
rate increase will result from approval of this application. [Italics 
supplied.] 

It is only fair to assume that the method of financing which Colorado alleged 
would be employed at the time that it sought to expand its facilities will be fol- 
lowed and that Colorado has no intention of deviating at this time from the 
manner it represented to the Commission that it would employ to finance these 
facilities. While fully cognizant of Colorado’s position regarding the expansion 
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of its facilities in these proceedings it would appear reasonable to assume that 
Colorado does not in fact contemplate any change in its financing program from 
that presented in its applications for certificates of public convenience and 
necessity which were granted by the Commission presumably on the strength of 
the representations made. 

In these circumstances there has been no adequate showing of a need to 
obtain the cost of financing these facilities through an increase in rates based 
on the “commodity value” approach. Of course, Colorado is entitled to be com- 
pensated for the cost of the financing and is entitled to recover from rate payers 
whatever may be necessary to amortize its indebtedness and otherwise to main- 
tain its financial integrity and to receive a just and reasonable rate of return. 
This, however, does not imply that it can obtain financing from financial institu- 
tions and at the same time raise the rates so that it can also obtain financing 
a second time from the rate payers, one financing program being entirely 
adequate. 

As to the matter of exploration and development, it may be said that Colorado 
has been engaged regularly in the expansion and development of its gas reserves 
and has a budget therefor which may be maintained as it has in the past if the 
traditional rate base method is employed. If, in the opinion of management, 
Colorado’s program of development needs to be expanded beyond what it has 
already budgeted for it is necessary before obtaining additional sums from rate 
payers to present evidence showing how much additional is necessary to achieve 
a balanced program of exploration and development so that this need can be 
measured and determined. Upon such a showing, Colorado conceivably might 
be entitled to obtain additional funds from rate payers to achieve the stated 
purposes. It may be observed in this connection that up to the present time 
the development and exploration program in which Colorado has engaged has 
been paid for in part by the rate payers. There is no good ground for granting 
additional sums to Colorado for an expanded program until and unless Colorado 
has presented evidence showing how much more than it has budgeted for such 
purpose it needs to achieve its program. 

Colorado has always earned a just and reasonable return under the Natural 
Gas Act. Prior Commission proceedings have resulted in orders which have 
granted Colorado a just and reasonable return and the amount of such return 
in all prior Colorado rate proceedings has received approval in the Courts of 
Appeal and in the Supreme Court. In this proceeding, Colorado will be granted 
a just and reasonable return. Colorado has not shown that it is necessary to 
the achievement of a just and reasonable return to afford Colorado a “com- 
modity value” for its gas. The law makes such a showing essential for any 
applicant which desires to have its rates determined on the “commodity value” 
method, despite any administrative or other difficulty which may be incurred in 
the process. The fact that it is difficult to meet the requirements laid down in 
the City of Detroit opinion to obtain “commodity value” for self-produced gas 
appears beyond doubt. Indeed, the difficulty of establishing that an applicant 
is entitled to “commodity value” for self-produced gas was the subject of com- 
ment in a motion and brief addressed to the Supreme Court by Colorado jointly 
with Olin Gas Transmission Corporation (Olin). Ina “Motion for Leave to File 
Brief Amici Curiae, and Brief” addressed to the Supreme Court in an effort to 
persuade the Court to grant Panhandle’s petition for rehearing of the Court’s 
order denying certiorari and to vacate its previous denial thereof and to grant 
certiorari as to certain questions presented in the original petition of Pan- 
handle, the movants, (i. e., Colorado and Olin) referring to the City of Detroit 
decision, said, among other things, that the Court of Appeals “seeks to relate the 
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Oommission’s right to use a field price to a bare rate base cost and absent such 
relation upon the Court’s terms it is deemed that the Commission’s conclusion 
as to a proper rate formula is invalid. The clear conclusion is that the Court 
below has made it mandatory for the Commission to adhere to a rate base 
formula ‘as a basis of comparison’ or ‘as a point of departure.’” 

The movants’ brief to the Supreme Court expresses various reasons for dis- 
agreeing with the Court of Appeals in the City of Detroit case. For example, 
the movants stated: 

It was the sense of the Commission’s decision affecting Panhandle that the 
broad public interest inherent in encouraging continued production and 
exploration required an incentive over and above that which would be 
gained through an allowance upon bare cost rate base research. The Court 
below, however, placed such strictures upon the Commission’s use of a field 
price in evaluating the price which a producer must get for his own pro- 
duced gas that the inevitable effect would be to require, as a beginning 
point, the old cost rate base approach without regard to the administrative 
difficulty and indeed impossibility of evaluating the demonstrated public 
need for a more generous and enlightened allowance. 

It is clear that Colorado in seeking “commodity value” in this proceeding was 
cognizant of the fact that the City of Detroit decision made it “mandatory for 
the Commission to adhere to a rate base formula” as a “basis of comparison” or 
“point of departure”. Nevertheless, Colorado did not at any time present as 
part of its own case in this proceeding cost rate base evidence, placed no reliance 
on cost evidence insofar as self-produced gas was concerned, and has, in its brief, 
urged instead that this case be decided on the basis that Commission Opinion 
No. 269 still represents the applicable law. 

The undersigned, as a matter of law, is required to apply to this case the prin- 
ciples enunciated by the Court of Appeals in the City of Detroit case. Without 
expressing any personal opinion as to “the impossibility of evaluating the demon- 
strated public need for a more generous and enlightened allowance” than the 
amounts reached under “the old cost rate base approach”, it may be noted that 
if Colorado’s statement to the Supreme Court that there is such an “impossibil- 
ity” is correct then this impossibility would appear to constitute an insurmoun- 
table impediment to granting Colorado more than that reached by employing the 
traditional rate base method since, as Colorado’s statement to the Supreme Court 
recognizes, such an evaluation is a requirement under the City of Detroit case 
before a higher amount may be awarded. In any event, it is clear from this 
record that Colorado has not shown by evidence in this proceeding that it needs 
more than the amount reached by the use of the traditional rate base method to 
achieve “just and reasonable rates” within the meaning of that term as ex- 
pressed by the Court of Appeals in its City of Detroit opinion. 


(2) The Effect of the Commission’s Opinion and Order in Docket No. G—1326 
in Regard to the Employment of Certain Federal Income Taz Benefits. 


Colorado claims to be entitled to include in its cost of service in Docket No. 
G-—2260 the sum of $3,077,195 for “federal income taxes” and $92,316 for “state 
income taxes”, and in Docket No. G—2576 the sum of $3,135,512 for “federal in- 
come taxes” and $94,065 for “state income taxes.” In fact, Colorado will not 
pay any of these sums of money to either the federal or state governments if its 
rates are determined in accordance with the traditional rate base method with 
a 6 percent rate of return. 

No rates higher than the amounts set forth in the rate schedules on file per- 
taining to Docket No. G—2260 may be awarded Colorado, and presumably Ap- 
plicant is not seeking more than was obtained under bond in such docket. To 
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increase the scheduled rates which were in effect in Docket No. G—2260 but which 
were superseded by a new schedule of rates filed in Docket No. G—-2576 would 
involve a retroactive increase in rates which have already been collected under 
bond. There is no authority for taking such action and apparently Colorado is 
not requesting that such action be taken in Docket No. G-2260. It would appear, 
however, that Colorado is seeking a “finding” in Docket No. G—2260 to the effect 
that its cost of service should be determined on the basis of “commodity value” 
for its self-produced gas while the rate schedules in this same docket were not 
filed on this basis but on the basis of “cost.” In addition, Colorado makes a 
claim on a “cost” basis for federal income taxes which would never be paid. 
Colorado seeks this “finding” that it is entitled to these tax benefits despite the 
fact that its rate schedules in Docket No. G-—2260 do not reflect the aforesaid 
“commodity value.” 

The amount of federal income taxes is dependent on the results of other deter- 
minations including the return allowed and the various tax deductions to which 
an Applicant may be entitled. The amount of the taxes included in Colorado’s 
cost of service as a recoverable “expense” item under a commodity value ap- 
proach with 644 percent return on rate base would be a different amount than 
that reached by employing cost base plus the inclusion of an amount for taxes 
on such a base as an expense item. 

It would appear inappropriate to include in “cost of service” in Docket No. 
G—2260 an amount for taxes which was more than the company could claim at 
the time its rate schedules were filed and went into effect or at any other time as 
being recoverable from the rate payers in this docket. In this connection, it 
should be observed that when the Applicant decided that it was entitled to re- 
cover from rate payers certain additional sums for federal and state income 
taxes above those recoverable upon a traditional rate base approach (assuming 
for the purposes of this discussion that income taxes not paid are a recoverable 
item), it filed new rate schedules which became effective in Docket No. G—2576 
and these filed rates were intended to reflect a revenue recovery based on the 
claim that its rates should be established on the Panhandle approach. 

As has been found hereinabove, upon applying the principles and standards 
enunciated by the Court of Appeals in the City of Detroit case, Colorado has not 
established that it is entitled to rates any higher than those reached by the 
employment of the traditional rate base method. Under this method federal 
income taxes are included as part of the recoverable cost of service only in the 
actual amount paid or payable. Where no such taxes are paid or payable, no 
amount may be recovered from rate payers as part of the cost of service. In 
this case it does not appear that Colorado will be liable to pay any federal 
or state income taxes and accordingly under the traditional rate base method, 
no amount for such taxes can be included in “cost of service” to be reflected in 
rates. 

A witness for Colorado contended that the exclusion of a sum of money rep- 
resenting the savings in federal income taxes attributable to depletion allow- 
ances and intangible well drilling expense from Applicant’s recoverable cost of 
service would deprive the company, pro tanto, from obtaining a just and reason- 
able return. 

The result achieved by employing the traditional rate base method has re- 
ceived judicial sanction in many cases, including Colorado’s prior rate cases de- 
cided by this Commission.* Under this method the regulated company gets all 
its actual expenses plus a just and reasonable return on investment. The ex- 


% Colorado Interstate Gas Co. v. Federal Power Commisston, 324 U. 8. 581; Federal 
Power Commission v. Colorado Interstate Gas Co., 348 U. S. 492. 
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clusion from recoverable cost of service of an additional amount in addition to 
expenses and reasonable rate of return on investment will not deprive Applicant 
of anything except a return higher than that reached by the traditional rate base 
method. Conversely, the inclusion of such a sum of money in recoverable cost 
of service would have the effect of increasing the return to Colorado to a point 
beyond that reached under the traditional rate base method. 

Since Colorado has not established that it is entitled to rates higher than those 
reached under the traditional rate base method the inclusion of a sum of money 
for taxes as a theoretical expense made part of the cost of service within the 
meaning of the City of Detroit case has not been justified. 

Colorado in its brief has referred to the Commission’s Opinion in El Paso, 
Opinion No. 278.” In the latter opinion the Commission said, among other 
things: 

In the case now before us it makes relatively little difference whether El 
Paso is allowed the so-called field price for its own production or actual cost 
as deterrnained under the rate base approach * * * The difference is only 
$86,791, which is relatively insignificant in the total cost of service. Since 
we would compute federal income tax in the same manner under either 
method, this amount represents the difference that would result under the 
two methods; but without any allowance for profit in the rate base method 
of computation, except to the extent interest is included on gas producing 
investments. (13 FPC 421, 426.) 

It will be observed that the Commission’s comments in El Paso were made 
prior to the determination of the Court of Appeals in City of Detroit. After the 
Commission had issued its opinions in Panhandle (Opinion No. 269) and in El 
Paso (Opinion No. 278) and subsequent to the issuance of the City of Detroit 
opinion by the Court of Appeals the Commission issued its Opinion No. 300 In 
the Matters of Union Oil Company of California, et al., Docket Nos. G-4331 et al., 
on December 6, 1956. Thereafter, on January 31, 1957, the Commission issued 
its order denying a petition for rehearing in the Union Oil Company docket, and 
in such order said: 

Further, they [Union] claim that the rationale of the Panhandle and El 
Paso cases,® in which the Commission departed from the traditional rate 
base method in regulating production activities of interstate pipeline com- 
panies is applicable here. This, in effect, constitutes an attack upon the 
applicability of City of Detroit v. Federal Power Commission, 230 F. 2d 810 
(C. A. D. A., 1955) which we have held to be controlling in our determination. 
Notably, the City of Detroit case does not require that we adhere to the 
traditional rate base method in regulating rates of natural-gas companies 
under Section 4. What it does require is the presentation of rate base and 
cost evidence as a point of departure plus a showing that any additional 
allowance is no more than is reasonably necessary for the purposes ad- 
vanced for any increase Id. 817-819. Because the record here does not con- 
tain this basic evidence found essential by the Court, we cannot prescribe 
any standards here which might be used to determine what additional 
allowance, if any, is reasonably necessary. [Italic and brackets supplied.] 

It appears that the Commission rejected Union’s claim that the rationale of 
El Paso should apply to Union because the rationale of such case was incon- 
sistent with that employed by the Court of Appeals in the City of Detroit case. 

The claim that the rationale of El Paso ought to apply to Colorado’s case 
presented here is as much of an attack on the applicability of the City of Detroit 


% In the Matter of El Paso Natural Gas Company, Docket No. G—2018, Opinion No. 278, 
issued November 26, 1954, 13 FPC 421. 
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case in this instance as the same claim was when it was made by Union Oil Com- 
pany in Docket No. G-4331 et al., and the same answer should be made in this 
case as the Commission made in Union Oil. Moreover, the Commission’s com- 
ments in Union Oil quoted above apply with equal force to the record made by 
Colorado in the instant case. 

The Commission’s comments in Union indicate that the “point of departure” 
is marked at the place reached upon application of the traditional rate base 
method, a method which the Commission by its own definition has characterized 
as one in which “allowances for taxes on the production property are made in 
accordance with the actual payments made, thus transferring to the rate payer 
all the savings of federal income taxes permitted by statute to be enjoyed by 
gas producers through the allowances made for depletion and intangible well- 
drilling expenses.” As the Commission has pointed out the only amount of taxes 
allowable as “cost” under this method are the amounts paid or payable and if 
no such taxes are paid or are payable they cannot be considered a cost and such 
amounts cannot be assessed as a recoverable expense against rate payers.” 
Since Colorado has not established that it is entitled to any more than that 
reached by the traditional rate base method it is not entitled to include this 
additional sum in its cost of service. 

Certain interveners and the Staff claim that the consumers and rate payers 
of Colorado occupy a special position in regard to tax benefits available to 
Applicant attributable to depletion allowances and intangible well drilling ex- 
pense. Their position is that no matter whether or not other natural-gas com- 
panies subject to the Act are entitled to include in their cost of service the savings 
attributable to the allowances for depletion and intangible well drilling expense 
as an item of expense recoverable from the rate payers such savings in the case 
of Colorado must be passed on to its rate payers because of certain conditions 
attached to the certificate issued by the Commission in Docket No. G—1326. 

Colorado, on the other hand, claims that there is no impediment in the Com- 
mission's order issued in Docket No. G-1326 which prevents it from obtaining 
the aforesaid sums from the rate payers through the inclusion in their recover- 
able cost of service. 

The determination of this issue requires consideration of the Commission’s 
Opinion and Order in Docket No. G-1326 and it appears advisable in this connec- 
tion to consider the Commission’s Opinion and Order in Docket No. G—1115. 
Opinion No. 209 and accompanying order issued by the Commission in Docket 
No. G-1326 must be viewed in its entirety. In addition, weight must be given 
to the views expressed in Commission Opinion 235 issued in Docket G—1115 
wherein the Commission made certain statements concerning the meaning to 
be attributed to Opinion 209 and the accompanying order issued in Docket No. 
G-1326.* 

Opinion No. 235 was issued only a short time after the issuance of Commission 
Opinion No. 209 and adverts in important detail to the Commission’s action and 
opinion in the merger case. 

In Opinion No. 209 the Commission, in explaining its reasons for authorizing 
the merger of Canadian River Gas Company and Colorado and the reasons which 
led it to attach the conditions set forth in its order, found it necessary to describe 
the background facts and special circumstances underlying its grant of Colorado’s 
application as follows: ™* 


7 Benefits pertaining to accelerated amortization involve a deferment and must be paid 
eventually and therefore must be considered in determining requirements, i. e., even if not 
paid immediately they are “‘payable’” and therefore are properly an expense item. 

Cf. Bowles vy. Seminole Rock Co., 325 U. S. 410, 418, 414; United States v. Western 
Pacific R. Co., 352 U. S. 59, 69. 

%e Exhibits BB to TT inclusive are admitted in evidence. 
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In order to have a clear understanding of the matters presented and con- 
sidered by the Commission, it is necessary to review historically the relation- 
ship between Colorado and Canadian. In 1927, a decade before the Natural 
Gas Act was passed, Southwestern Development Co. (Southwestern) through 
a subsidiary, Amarillo Oil Co. (Amarillo), owned almost 300,000 acres of 
gas and oil lands on which there were then about 10 producing gas wells and 
some gathering pipelines. Cities Service Co. (Cities Service), through two 
subsidiaries, then owned manufactured gas distribution facilities in the 
cities of Denver and Pueblo, Colo., and engaged to and did secure new fran- 
chises for the distribution of natural gas in those cities. 

To link the gas lands with the markets a three-way transaction was made 
between Southwestern, Standard Oil Co. of New Jersey (Standard Oil) and 
Cities Service with the ultimate objective of building a pipeline from the 
West Panhandle gas field to Denver and beyond. Southwestern organized 
a new corporation called Canadian River Gas Co. with all of its capital stock 
(except qualifying shares) going to Southwestern, which then had its sub- 
sidiary, Amarillo, convey all of its gas lands and facilities to Canadian. 
Canadian then issued $11,000,000 in bonds secured by mortgage upon all of 
its property, and the bonds were bought by Colorado, which had been organ- 
ized by Standard Oil at the same time Canadian was organized for the 
purpose of building the pipeline to Denver. The proceeds of the Canadian 
bond issue were used, first to pay Amarillo, $5,000,000 for the gas lands and 
facilities conveyed to Canadian, and then to finance the drilling of additional 
wells and the construction of additional necessary facilities for delivery of 
gas to Colorado Interstate at Clayton, N. Mex. Amarillo reserved certain 
priorities of service of gas produced from the reserves for the benefit of itself 
and certain other Texas customers. 

Contemporaneously, a “cost contract” was made between Canadian and 
Colorado, but Canadian first exacted as a consideration for entering into 
such cost contract the issuance and delivery to it (or its nominee) of 4214 
percent of Colorado’s common stock (par value $1,000,000) and also one- 
half of Colorado Interstate’s preferred stock (par value $1,000,000). 

Under the contract Colorado is obligated to put up all the money Canadian 
needs for all of its out-of-pocket costs and the building of its facilities, and 
Canadian owns and will continue to own all of its facilities and gas reserves. 
Colorado loans this money for these purposes and is repaid by Canadian 
over varying periods of time in effect under the contract. Canadian gets 
its money for such repayment from its sales of gas to Colorado and the Texas 
customers, but gets to keep no more money than the amount required to meet 
out-of-pocket financial obligations. These payments of debt to Colorado, 
along with operating expenses, are the amounts of money which Canadian 
charges for its gas. Since 1945, however, when the rate order of this Com- 
mission against Canadian was finally made effective, the price of gas to Colo- 
rado has no longer been computed on the actual cost basis fixed by the 
contract, but is fixed at 4 cents per M. c. f. for that delivered to Colorado at 
Clayton, N. Mex., and 314 cents per M. ¢c. f. for that which is ultimately de- 
livered to Natural Gas Pipeline Co. of America. If the money secured from 
these rates does not produce sufficient cash, together with Canadian’s other 
receipts, to pay all out-of-pocket expenses and costs including interest on and 
repayment of loans, Colorado must make a “below-the-line” payment to 
Canadian to make up the deficiency. On the other hand, if Canadian through 
the collection of revenues from its various sales of gas collects more than 
what is necessary to meet its cash obligations, that is paid by Canadian as 

















































FEDERAL POWER COMMISSION 1053 


“other income” to Colorado and is also accounted for below the line. By the 
expression “below-the-line” is meant that such payments by Colorado, and 
such receipts by it, are not operating expenses or operating revenues. 
[Italic supplied. ] 


* * ~ * + * > 


Southwestern set up its investment in Canadian’s stock at $1.00 on its 
books and has never revalued that stock. Under article fifth of the cost 
contract, it was also provided that the gas to be delivered by Canadian to 
Colorado should be “natural gas as produced in its natural state from the 
wells, except that Canadian may extract or permit the extraction of natural 
gasoline from its natural gas, * * *” but that such extraction should not 
subject the natural gas to a change in the chemical composition of any of its 
component parts, or which might dilute the natural gas. 

The value of the ownership by Southwestern of Canadian’s stock is due 
in part to certain tax benefits arising by virtue of the filing of consolidated 
federal income tax returns since Canadian is a wholly-owned subsidiary of 
Southwestern. In addition to the tax benefits, there are also reversionary 
rights that mature after the expiration of the cost contract to the beneficial 
interest, in all of Canadian’s assets. 

The cost contract by its terms would continue just so long as Canadian 
had available for delivery to Colorado quantities of natural gas which 
Colorado determined were profitable for it to buy under the terms of the cost 
contract, or until such time as the volume of gas available from Canadian 
production is sufficient only to supply the requirements of the Texas markets, 
which have priority over Colorado. The record indicates that this prob- 
ably will occur by 1972. Canadian would then own, free from the provi- 
sions of the cost contract, all of the facilities previously constructed and paid 
for with funds received from Colorado under the terms of the cost contract, 
together with the remaining gas reserves. Further, the record indicates 
that continued deliveries of gas to Canadian’s Texas customers would then 
be feasible. [Italic supplied.] 

It was in the light of this background that Colorado and Canadian in 
February 1950 filed a joint application (amended in April 1950) under sec- 
tion 7 of the Natural Gas Act for authority for Colorado (1) to acquire and 
operate all of Canadian’s properties and facilities presently used for the 
transportation or sale of natural gas subject to the jurisdiction of the Com- 
mission, and to perform the services now carried on by both companies; and 

(2) contingent upon approval of such acquisition, to construct certain new 
transmission lines and appurtenant facilities so as to materially increase the 
delivery capacity of Colorado’s transmission system to meet the progres- 
sively increasing demands of Colorado’s customers and their consumers 
in the Rocky Mountain area. 

This application was based upon an agreement between Southwestern and 
Colorado under which Southwestern will transfer all of the stock of Ca- 
nadian to Colorado, which will thereupon cancel the Canadian stock and 
effect a merger of the two corporations, which automatically will end the 
cost contract. In consideration for Canadian’s stock, Colorado will grant 
to Southwestern all of the natural gasoline contained in the natural gas 
in Canadian’s acreage, but subject to continued deliveries of raw gas by 
Colorado to Amarillo and other Texas customers which Canadian is now 

contractually obligated to make, reserving, however, such gasoline as is 
contained in the gas which Colorado will deliver to its customers, the gaso- 
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line involved in minor deliveries of raw gas which Colorado may in its judg- 
ment hereafter make in the producing field, and gasoline represented by 
prior royalty interests. Colorado undertakes to extract, in accordance with 
Southwestern’s specifications, the gasoline content of the natural gas, de- 
rived from Canadian’s acreage, which supplies Colorado’s Clayton-Denver 
line, and to deliver such gasoline to Southwestern at Colorado’s Bivins ex- 
traction plants. Southwestern will market the gasoline at its own expense, 
which is estimated to be % cents per gallon, and pay over to Colorado an 
amount equal to 50 percent of the gross revenues to compensate Colorado for 
the estimated costs of producing, gathering and extracting the natural gaso- 
line. Colorado further agrees to give Southwestern 85 percent of the net 
revenues due to Colorado from the operation of Texoma Natural Gas Co.’s 
Fritch plant, where gasoline is extracted from the gas delivered by Colorado 
to supply one-fourth of the requirements of Natural Gas Pipeline Co. of 
America. Out of its share of the gasoline revenues Colorado will make all 
royalty payments related to the total gasoline production from Canadian’s 
acreage. 

Following this discussion of the historical relationship between Colorado and 
Canadian and the general circumstances under which Colorado sought the certifi- 
eate authorizing the merger, the Commission in its Opinion No. 209 entered 
upon a “detailed discussion of the natural gas revenues and tax benefits and 
losses which are involved in consideration of this case * * *.” The Commis- 
sion discussed the benefits which would flow to Southwestern from the receipt 
by it of the proceeds from the sale of liquid hydrocarbons (transferred to South- 
western by Canadian) and in this connection the Commission pointed out that 
in exchange therefor Colorado would be getting larger tax benefits which there- 
tofore had been available to Southwestern and which Southwestern was relin- 
quishing to Colorado in the transaction and further the Commission said that 
“such savings” would clearly “inure to the benefit of Colorado’s customers and 
consumers in the Rocky Mountain area.” 

The Commission went on to say: 

The weight of evidence indicates that this gain [i. e., the gain to South- 
western by reason of receiving gasoline revenues accruing to it through 1972 
by reason of the merger agreement] will be offset in large part by a loss 
to Southwestern of tax benefits estimated at $7,305,000 by reason of its 
relinquishing its ownership of Canadian. Thus, the net gain to South- 
western from the transaction over the 23-year period, as closely as it can 
be determined from estimates in this record, will be approximately $2,642,- 
920. The tax benefits, on the other hand, which Southwestern will relin- 
quish under the merger transaction result from the fact that, beginning in 
1956, Canadian would have substantial income tax credits which, but for the 
transfer of Canadian’s stock, would be available on a consolidated tax 
return to its parent, Southwestern. These and other credits now will be 
available to Colorado. (10 FPC 105, 112) 

In another passage from Opinion No. 209 quoted in Opinion No. 235, 11 FPC 
324, 338, the Commission referring to the considerations leading it to approve 
the merger, said: 

As against this cost [the loss of the hydro-carbons] Colorado stands to gain 
an estimated $14,324,415 in tax benefits becoming available to the merged 
company by reason of the transfer to it of the percentage depletion allow- 
ance based on the production of both natural gasoline and natural gas from 
Oanadian’s acreage. We think that the weight of the evidence supports 
this forecast in tax savings. Such savings clearly will inure to the benefit 
of Colorado’s customers and the consumers of the Rocky Mountain area. 
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At still another point (Opinion 235, 11 FPC 324, 337) in discussing the merger 
opinion the Commission said: 

To show that the merger would be in the public interest, Colorado relied 
upon the substantial savings in Federal income taxes which would be brought 
about by an increased depletion allowance to offset the loss in revenues 
derived from the sale of liquid hydrocarbons, which, under the merger, 
would be diverted in large part to Southwestern Development Company or 
its nominee. 

In further explanation of its Opinion and Order in Docket No. G—1326, the 
Commission in its Opinion No, 235, 11 FPC 324, 338, said: 

* * * The tag credits which would redound to Colorado and its customers 
as a result of a merger were a necessary ingredient to our authorization 
thereof. Not only is Colorado retaining the benefits of the certificate which 
we issued at Docket No. G—1326 but Southwestern’s nominee is receiving 
the liquid hydrocarbons given up by Colorado pursuant to the merger agree- 
ment estimated to amount to $1,428,780 for the year 1952. Such revenues 
would have effected a reduction in the cost of service of such amount had 
the merger not taken place. 

That Colorado, in the merger proceeding, fully understood and intended that 
the tawv credits should offset the loss in gasoline revenues and that the 
merger would not result in any additional costs to be borne by the rate 
payers cannot be disputed. [Italic supplied.] 

It is clear that the giving up by Colorado of substantial revenues from the 
sale of gasoline was held reasonable by the Commission on the basis that Colo- 
rado would obtain as an offset large tax savings which “clearly will inure to 
the benefit of Colorado’s customers and the consumers of the Rocky Mountain 
area.” This concept was fundamental to the Commission’s order authorizing 
the merger of Canadian River and Colorado. Under these circumstances Colo- 
rado cannot be permitted now to withhold from its ratepayers these “large tax 
savings” which it had urged upon the Commission, and which the Commission 
found “would inure to the benefit of Colorado’s customers and the consumers of 
the Rocky Mountain area.” 

One of the conditions attached to the Commission’s order granting a certificate 
of public convenience and necessity in Docket No. G-1326 was to the effect that 
Colorado “will not propose any increase in any rate subject to the jurisdiction 
of the Commission which will be attributable in whole or in part to the acqui- 
sition and merger authorized herein.” 

As has been shown, prior to the merger there was a “cost contract” in effect 
between Canadian River and Colorado. Under this contract, although Canadian 
River owned all its facilities, Colorado was obligated to put up all the money 
Canadian River needed for all its out-of-pocket costs and the building of its 
facilities as a loan to be repaid over various periods of time. “Canadian gets 
its money for such repayment from its sales of gas to Colorado and the Texas 
customers but gets to keep no more money than the amount required to meet 
out-of-pocket financial obligations. These payments of debt to Colorado, along 
with operating expenses, are the amounts of money which Canadian charges for 
its gas.” 10F.P. C. 105, 107. 

Following a rate proceeding in 1945, the rates of Canadian River to Colorado 
were fixed at a specific price per Mcf. However, the Commission in its order 
also provided that if Canadian River received more than the amount necessary 
to meet its cash obligations, Canadian River was to pay over such additional 
revenue to Colorado. 
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Under this “cost contract” it appears that if there were any tax benefits avail- 
able they would be passed on to Colorado because Canadian River got “to keep 
no more money than the amount required to meet out-of-pocket financial obli- 
gations.” 

To permit Colorado to include in its cost of service the amounts of the tax 
savings obtained through depletion allowances and intangible well drilling 
expense would be to include a charge to Colorado which could not be made to 
it by Canadian under the “cost contract.” In other words, had there been no 
merger, Colorado’s cost of purchased gas from Canadian River could not have 
included the amount above actual cost which is attributable to the federal 
income tax benefits derived from the allowances for depletion and intangible 
well drilling expense. The existence of the merger cannot be used as a basis 
for including this additional amount in Colorado’s cost of service, for to do so 
would contravene the condition of the merger to the effect that Colorado “will 
not propose any increase in any rate subject to the jurisdiction of the Commis- 
sion which will be attributable in whole or in part to the acquisition and merger 
authorized herein.” 

There cannot be the slightest question that Colorado sought, obtained and 
accepted an order containing a condition which required it to pass on to its rate 
payers any savings attributable to allowances for depletion and intangible well 
drilling expense. 

It will be recalled that the Supreme Court held that Colorado could not “be 
allowed to attack an officially approved condition of the merger while retaining 
at the same time all its benefits. The impropriety of the attack is rendered 
two-fold because it is not made in the merger proceeding but is attempted in a 
separate proceeding.” ” 

This comment was made in relation to a claim made by Colorado in the Su- 
preme Court to the effect that the Court of Appeals was right in considering 
sua sponte, and sustaining an objection not urged by Colorado before the Com- 
mission to the effect that the Commission had no right to impose a condition in 
its order prohibiting the Applicant from including in its recoverable cost of 
service any loss attributable to its extraction operations in certain refining 
plants. Colorado could not in the instant proceeding attack the conditions laid 
down with regard to gasoline operations and it cannot attack the condition laid 
down in the Commission’s order issued in Docket No. G—1326 that Colorado will 
not propose any increase in any rate subject to the jurisdiction of the Commis- 
sion which will be attributable in whole or in part to the acquisition and merger 
authorized in Docket No. G—1326. 

Colorado’s suggestion that the gasoline revenues be treated in the same man- 
ner as though the hydrocarbons had never been transferred to Southeastern or 
its nominee is an ingenious attempt to have this case considered on the basis 
of a change of facts inconsistent with and in fact the opposite of those upon 
which the Commission’s order in the merger case was predicated. Colorado has 
enjoyed the benefits of the “merger order” for several years. Colorado has never 
sought to undo benefits it received in the merger nor has it ever moved the 
Commission to modify its order. Colorado has the privilege of seeking a modi- 
fication of the merger order if it considers it advisable to do so but such request for 
modification should be addressed to the Commission. Colorado may not at this 
late date have this case decided on the basis of a set of non-existent facts. 
Cases must be decided on the facts and not upon a supposititious set of circum- 
stances. In any event, the presiding examiner has no authority to modify a 


2” Federal Power Commission v. Colorado Interstate Gas Company, 348 U. S. 498, 502. 
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Commission order and as the Supreme Court has pointed out no modification of a 
Commission order could properly be obtained in a separate proceeding from the 
one in which the order was granted. Colorado’s proposal that the liquid hydro- 
earbons be considered as if they belonged to Colorado does not assist in the 
solution of the problem, but instead has the effect of obfuscating it. 

It is found and concluded that in the circumstances of this case the savings 
attributable to depletion allowances and intangible well drilling expense may not 
be added to Colorado’s recoverable cost of service. 


(3) Allocation of Costs on Gasoline Operations 


In issuing a certificate of public convenience and necessity in Docket No. G— 
1326 authorizing Colorado to acquire the properties of Canadian River the Com- 
mission attached the following condition : 

(i) The authorization herein granted for effectuating the acquisition and 
operation of Canadian’s properties and facilities is upon the express under- 
standing and condition that if, as a result of carrying out the terms and 
conditions in the transaction proposed as a part of the acquisition and mer- 
ger of Canadian into Colorado whereby rights to liquid hydrocarbons in 
place are granted to Southwestern Development Co. and whereby Colorado 
is to receive 50 percent of the gross proceeds from the sale of certain liquid 
hydrocarbons and 15 percent of the net revenue to be received by Colorado 
from the hydrocarbons resulting from the operation of Fritsch Natural 
Gasoline Plant of Texoma Natural Gas Co., the costs properly allocable to 
such hydrocarbons exceed the amounts payable to Colorado pursuant to such 
transaction, then and in that case in any proceeding in which the effective or 
proposed rates of Colorado are under inquiry such excess shall not be con- 
sidered as a cost of service to Colorado’s natural gas customers and con- 
sumers. (10 FPC, page 780) 

A review of the facts in Docket No. G—1326 demonstrates that one of the most 
important economic elements involved in the merger was the large savings in 
Federal income taxes to be brought about by substantial depletion and intangible 
well drilling expense which would offset the loss in revenues derived from the 
sale of liquid hydrocarbons which, under the merger, would be diverted in large 
part to Southwestern Development Company or its nominee. This relationship 
between depletion allowances and the giving up of the liquid hydrocarbons was 
the subject of lengthy discussion in Commission Opinion No. 209, permeated the 
Commission’s discussion of the allocation problem in Opinion No. 235, and gave 
affirmative direction as to the method which ought to be employed in allocating 
costs for this particular Applicant’s gasoline operations. 

This built-in relationship between revenues from the sale of gasoline and the 
depletion allowances was intended under the terms of the merger to be a per- 
manent one. For example, in Paragraph (iv) of the terms and conditions at- 
tached to the merger the Commission provided that: 

Colorado shall tender to all of its resale customers service agreements in 
which Colorado will agree (1) that it will not sell, transfer, or otherwise 
alienate natural gas reserves which it proposes as part of the acquisition 
and merger to acquire from Canadian so long as it is economically feasible 
to produce natural gas from such reserves. 
The purpose of such a provision was to assure the retention of the reserves by 
Colorado in the future so long as it was economically feasible to operate them. 
In this connection, it will be recalled that the Supreme Court had held that 
natural-gas companies subject to the Act had the right under certain circum- 
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stances to sell their gas reserves.” The purpose of inserting the condition was, 
among other things, to assure the rate payers and consumers of Colorado that 
the depletion allowances would be a continuing and permanent benefit to them. 
The acceptance of the Commission’s Order in Docket No. G—1326 with the condi- 
tions attached thereto resulted in the establishment of Colorado’s present favor- 
able tax position. 

The background facts show that on the first occasion following the merger 
when a dispute arose as to the appropriate method of allocating costs with regard 
to the gasoline operations the Commission determined to employ the “relative 
market value method” for Colorado (Docket No. G-1115). This method was 
used for the Applicant, among other things, in order to give practical effect to 
one of its representations in the merger proceeding relating to the price of natural 
gas per Mcf for purposes of determining the value of the depletion allowances for 
tax purposes. It will be recalled that in the merger proceeding the Commission 
relied upon the representations of Colorado concerning the large depletion allow- 
ances which would become available if the merger were consummated. Colorado, 
however, in Docket No. G—-1115 argued that the amount of the depletion allowances 
should be determined to be less than the amount it had represented would be 
available if the merger proceeding were authorized. The Commission in Docket 
No. G-1115 determined that for the purpose of allocating costs to the gasoline 
operations under the relative market value method it would use the price for 
natural gas employed for purposes of determining depletion allowances as the 
market price of natural gas. In fact the price of natural gas employed for 
determining depletion allowances is related to the market price. Accordingly, 
in this proceeding the market price for Colorado’s natural gas to be used in 
making allocations under the relative market value method will be the same price 
as Colorado has used to base its claim for depletion allowances. 

The volumetric method of allocating costs as proposed in Docket No. G—1115 
by Colorado was rejected because the “end result” of applying such a method 
was inequitable and had no relation to the large amounts of depletion allowances 
which Colorado claimed justified the Commission in authorizing the merger. 

In the instant proceeding Colorado indicated that it was of the opinion that 
the volumetric method which it had proposed in Docket No. G—1115 was the best 
method to employ but, as a compromise, the Applicant suggested and proposed 
the “Btu method” of allocating gasoline costs. This method has no relation to 
the large amounts of depletion allowances which were an essential element of 
the grant of authority the Commission issued in Docket No. G-1326 to Colorado 
and Canadian River. 

It will be recalled that the Supreme Court in reviewing the Commission’s 
determination in Docket No. G—1115 sustained the employment of the “relative 
market value” method in the case of Colorado. There is no difference in principle 
or in factual circumstances at this time from those which were relevant at the 
time of the Commission’s determination in Docket No. G-1115 and the court’s 
affirmance thereof. 

It will be noted that the problem of the amount of revenues which would be 
received from the sale of gasoline was the subject of considerable concern in the 
merger case and, in order to allay any concern that the amount of the revenues 
might be insufficient to defray the expenses of extracting gasoline from the 
natural gas, Colorado offered as additional inducement to obtain the merger order 
the proposal that any excess of costs over revenues derived from the sale of 
its share of the gasoline would not be borne by Colorado’s jurisdictional cus- 


*® Federal Power Commission v. Panhandle Eastern Pipe Line Company, 337 U. S. 498 
(1949). 
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tomers. T...s integral relationship of revenues from the sale of gasoline to costs 
cannot be overlooked insofar as determining a method of allocation for Colorado 
is concerned. The Commission, in its Panhandle opinion, upon which a major 
part of Colorado’s case is based, reaffirmed its view that it was necessary in 
Colorado to make a determination of costs in connection with gasoline extraction 
based upon the “relative market value” method of allocation when it had the 
following comment to make about such case in Opinion No. 269: 
In the Colorado Interstate case (Opinion No. 235, issued August 8, 1952) 
we used a method of allocation which is known as the relative market value 
method. We are not in a position to conclude whether such method could be 
appropriately applied in this case—it being used in the Colorado case only 
by virtue of a condition which we incorporated in our order approving a 
merger between Colorado Interstate Gas Company and Canadian River 
yas Company. (13 FPC 53, 79, footnote 53) 

The Commission’s statement cannot be ignored by the Presiding Examiner. 
The considerations which impelled the Commission to employ the “relative mar- 
ket value method” to Colorado still apply to such Applicant and the views of the 
Commission as expressed in Opinion Nos. 269, 209, and 235, as well as all of the 
circumstances surrounding the insertion of the condition in Colorado’s certificate 
indicate that the “relative market value method” is the method which properly 
ought to apply to Colorado in this case. This method is more equitable in the 
ease of Colorado in the results reached, and the views expressed in Opinion No. 
235 as to the equities are applicable here. In the case of Colorado the specific 
facts involved direct the employment in this case of the “relative market value 
method”. 

Colorado, in its exhibits, claimed that under the method of allocation which 
it recommended the company received revenues which exceeded the gasoline 
costs in the amount of $57,081 in Docket No. G—2260 and $95,849 in Docket No. 
G-2576. The Staff’s exhibits, on the other hand, indicate a net loss on gasoline 
operations in Docket No. G—2260 amounting to $129,798, of which $117,193 is 
jurisdictional, and a net loss on such operations in Docket No. G—2576 amount- 
ing to $116,028, of which $105,424 is jurisdictional. 

The processing of hydrocarbons occurs in three plants, i. e., Bivins, Fourway 
and Fritch. A fourth plant at Lakin is also engaged in gasoline operations, 
but these operations are not material for the purposes of this discussion. 

As has been noted, a dispute arose between Colorado on the one hand and the 
Staff and certain interveners on the other hand concerning the proper method 
of allocation of costs, and, in addition, there appear to be differences regarding 
the proper application of the respective methods. 

Colorado supports a method of allocation which has been referred to as the 
“Btu method”. The Staff supported by Denver contended that the relative 
market value method ought to be employed to allocate the costs attributable to 
gasoline operations, and not the Btu method. 

It would appear useful to describe the two methods and their application 
here. The “Btu” method in its application here may be described generally as 
follows: 

The total cost of the joint products, a figure that is known and not in dispute, 
is divided among the joint products of gasoline and natural gas in proportion 
to the contribution of each such product to the total Btus (heat content) coming 
out of the gasoline plant. Thus, the proportion of such total cost attributed to 


%1 These views are not meant to imply that the same considerations applicable to the 
employment of the relative market value method in this case apply in the case of every 
natural-gas company having a problem of cost allocation related to gasoline operations. 
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the natural gas coming out of the gasoline plant would be determined by the 
ratio of the Btus in such natural gas compared with the total Btus in the out- 
put of the gas and gasoline. 

(Thus, to obtain the percentage figure to be applied to the total cost of the 
joint products, it is unnecessary to ascertain the prices obtained for each of the 
joint products, and this factor is considered to be one of the advantages of 
using the “Btu” method.) Colorado, in employing the Btu method, did not use its 
actual wellmouth and gathering costs plus 6 percent return, or some other rate 
of return which it claimed was reasonable, but employed instead the figure of 
9.19 cents per Mcf as its wellmouth and gathering costs. As has been pointed 
out, this 9.19 cents figure per Mcf has no relation whatever to actual costs and 
therefore has no proper place in the determination of costs on a Btu or any 
other recognized basis. 

The application of the Btu method to the joint costs in Docket No. G—2260 may 
be made properly as follows: 


A. Joint costs to be allocated. 


Wellmouth Gasoline 
and gather- plant 
ing costs costs 





$251, 975 $1, 672, 718 $1, 924, 693 
Fourway 293, 132 1, 265, 893 1, 559, 025 
Fritch 122, 275 834, 850 957, 125 


$667, 382 $3,773, 461 | $4, 440, 843 





B. Allocation percentages. 


Plants Gasoline BTUs Gas BTUs Total BTUs 
(millions) (millions) 


RO cildnktn inet inidiinpencoage 1, 290,750 (2.78%) | 45,070,747 (97.22%) | 46,361,497 (100%) 
Neal eerie ---| 2,323,295 (6.09%) | 35, 857,037 (93.91%) | 38, 180,332 (100%) 
Fritch 1, 202,021 (4.86%) | 23,521,191 (95. 14%) 24, 723, 212 (100%) 


C. Allocation of joint costs. 


Total joint Allocated to— 
costs gasoline 


Bivins - $1, 924,693 | @2.78%-- $53, 507 | @97. 22% .-$1, 871, 186 
Fourway 1, 559,025 | @6.09%.. 94,945 | @93.91%-_- 1, 464, 080 
Fritch 957,125 | @4. 86%-.- 46,517 | @95.14%-.. -910, 608 


$194, 969 $4, 245, 874 


D. Profit determination. 


Gasoline revenues to Colorado under the merger agreement-__.-.................. $871,338 
Costs allocated to gasoline under Btu method (using Staff figures for costs)....... $194, 969 
Direct costs within gasoline plant $274, 396 


Accordingly, if the actual costs were employed in the Btu method, the profit 
from the sale of gas in Docket No. G—2260 would be over $400,000 instead of the 
$57,081 stated by Colorado. 

In general, the “relative market value method”, as employed here by the Staff, 
may be described as follows: 
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The joint costs (known figures) to be allocated between natural gas and gaso- 
line are the same as would be allocated under the “Btu” method. 

The percentages of such joint cost ascribed to each of those products would 
however, be based on the revenues obtained by Colorado from the sale of the 
output of the subject plants. The percentage of the joint costs attributed to 
natural gas would be the ratio of revenues derived from the sale of such gas to 
the total revenues from the sale of both products. This percent is then applied 
to the joint costs to be allocated to obtain the portion of the joint costs to be 
attributed to the natural gas coming out of the plant. 

The Staff applied the “relative market value method” to the joint costs in 
Docket No. G—2260, using a figure of 7.25 cents per Mcf as the market value, 
with the following results: 


Joint costs to be allocated. 


Wellmouth Gasoline 
and gather- | plant costs 
ing costs | 
|__| 
NUL. Skidncbnncunastsdeiedtuebitesabsedadbaninill $251,975 | $1,672,718 
Fourway 293, 132 1; 265, 893 
, 122, 275 | 834, 850 


$667, 382 $3, 773, 461 


Allocation percentages. 


Plants Market value of | Market value of gas | Tota] market value 
gasoline (7.25¢) 


PUD cdctisdsadsndbdeseieséntiiia $400, 548 (10.63%) | $3, 368, 682 (89.37° $3, 368, 682 (100%) 
r 694, 649 (21.60%) 2, 6 521, 470 (78 40% ‘ ) 3, 216, 119 (100%) 
409, 470 (19.37%) 1, 666, 947 (80.63%) 2, 067,417 (100%) 


. Allocation of joint costs. 


Total joint Allocated to— 
costs gasoline 


Bevins. . 924, . 
Fourw: ay. wae: 1, 559, 025 | @21. 60%- 336, 749 @78. ate = 1, 222° 276 
Fritch 957, 125 | @19. 37%- 185, 395 @80. 63%- 771, 730 


$4, 440, 843 | $726, 730 | $3, 714, 104 


. Loss determination. 


Gasoline revenues to Colorado under the merger agreement... 
Cost allocated to gasoline under “relative value method’”’ - - 
Direct costs within gasoline plant 


The same principles and mechanics were applied in Docket No. G-2576 and on 
the application thereof it appeared that the net loss was $116,028. 

Under the terms of the merger the net losses referred to hereinabove are not 
chargeable to the rate payer. 

Having described the mechanics of employment of the two methods and 
having reached the point where it has been determined that the relative market 
value method should be employed in the case of Colorado, the next question 
which arises is what is the value which ought to be used for the purpose of 
calculating the amount which Colorado receives for its gas at the wellhead, i. e., 
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should cost plus reasonable rate of return, or 7.25 cents per Mcf or 9.19 cents 
per Mcf be used, or should some other figure be used. 

As we have noted, the Commission in employing the “relative market value 
method” in Opinion No. 235 used the amount at which Colorado was entitled to 
base its depletion allowances as the market value. In view of the connection 
in the merger proceedings between percentage depletion allowances and the 
revenues from the disposition of liquid hydrocarbons, it appears reasonable to 
use the same figure for allocating costs under the relative market value method as 
would be used in obtaining the depletion allowances. In the case of oil and gas 
wells the allowance for depletion under Section 611 [1939 I. R. C., Section 23 (m)] 
shall be 27% percent of the gross income from the property, excluding from such 
gross income an amount equal to any rents or royalties paid or incurred by the 
taxpayer in respect of the property. Such allowance shall not exceed 50 
percent of the taxpayer’s taxable income from the property (computed without 
allowance for depletion). In no case shall the allowance for depletion under 
Section 611 be less than it would be if computed without reference to this 
section.” 

The regulations define gross income as “the amount for which the taxpayer 
sells the oil and gas in the immediate vicinity of the well.”* If the oil and gas 
are not sold in the immediate vicinity of the well “the gross income from the 
property shall be assumed to be equivalent to the representative market or fair 
price (as of the date of sale) of the oil and gas before conversion or transporta- 
tion.”™ Transportation refers to the carrying of the product of the well away 
from the immediate vicinity of the lease, usually to a point at which there are 
refining or marketing facilities. Where natural gas is transported to the point 
of sale the cost of transporting such product has in some cases been deducted 
from the sales price to determine the representative market price at the well 
location.” In this case the refining plants are in the vicinity of the well location. 

In the case of Colorado the natural gas is not sold at the wellhead but at some 
distance therefrom. 

Staff Exhibit No. 35, which is an exhibit pertaining to Colorado’s cost of serv- 
ice in Docket No. G—2260, contains at page 34 a “computation of tax depletion 
for Panhandle Field for Federal income tax year 1954”, showing a value “at 
weighted average for 1954 for West Panhandle Field per Texas Railroad Com- 
mission minimum price orders—8.49¢ per Mcf.” The total amount of depletion 
allowances based on 27% percent of gross lease income was determined to be 
$2,277,181. A similar exhibit covering Docket No. G-2576 shows a weighted 
average in the West Panhandle Field of 8.8129 cents per Mcf and applicable de- 
pletion allowances of $2,531,290. 

The Staff witness who sponsored this exhibit explained that the words “mini- 
mum price order” used in the exhibits were used inadvertently and that the 
figure of 8.492 cents in Docket No. G-2260 represented the Texas Railroad Com- 
mission determination of the weighted average wellhead price in the West Pan- 
handle Field in Texas. Accordingly, it appears that the weighted average 
wellhead price in the West Panhandle Field in Texas was 8.492 cents for Docket 
No. G—2260 and 8.8129 cents for Docket No. G-2576. These Texas Railroad Com- 





27. R. C., Section 613 [1989 I. R. C., Section 114 (b) (3) ]. 

%3U.S. Treas. Reg. 118, Section 39.23 (m)-1 (e) (1). 

*% Ibid. 

% James P. Evans, Sr., 11 T. C. 726 (1948) ; See also Consumers Natural Gas Company Vv. 
Commissioner, 78 F’. 2d 161, 16 A. F. T. R. 335 (2d Cir. 1935), cert. den., 296 U. S. 634, 
where the taxpayer, who produced and transported the product, was required to allocate 
a reasonable portion of income as Well as deductions to the transportation, thus reducing 
the gross income from the property. 
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mission figures have an important bearing on the amount of the depletion al- 
lowances. 

The Staff witness testified, among other things, that: 

The source of the basic data is the company’s books and records. The 
pattern of computation is as per other company’s filings in their Federal 
income tax returns filed subsequent to the merger which took effect on 
January 1, 1952. 

The company claimed in the merger proceedings that after the merger 
was consummated, if it were to be permitted to merge, that the percentage 
depletion deduction for tax purposes would be considerably greater than 
that which existed prior to the merger. 

There has not been a settlement with the Internal Bureau or service of 
the tax year since the merger, and in the absence of a settlement to go by, 
I have used a pattern as laid down in the tax returns file by Colorado Inter- 
state. If there is a settlement with the Internal Revenue Service prior to 
the closing of this record and it’s incorporated in this record, I would rec- 
ommend using the pattern that—of that settlement with the appropriate 
figures out of these exhibits for use in computing the percentage of depre- 
ciation. (sic) 

At a later point in the witness’s testimony he was asked whether Colorado’s 
claims in its income tax returns were in accord with pages 34 and 35 of Exhibit 
35 and the witness replied : 

A. I know they are in accord with the returns filed in 1952 and 1953, and 
we did talk to Mr. Stone, the company comptroller, before we left, and 
he said that as far as he knew at that time they were going to file 1954 
the same way. 


. Well, then, the company’s and your Exhibit 35 do tally, is that what I 
understand ? 

In other words, what the company is going to claim will tally with your 
exhibit ; is that correct? 

. Oh, what the company was going to file in 1954, to the best of my infor- 
mation I had at that time which was verbal, would be as I have put in 
my exhibit. 

There was no contradiction of the witness’s testimony as to the amount of 
depletion allowances which Colorado would seek for the test period involved in 
these dockets. 

The Staff used a figure of 7.25 cents per Mcf as the amount upon which the 
allocation should be based. This figure purported to be a refinement of the 
figure contained in the reports of the Texas Railroad Commission. It is doubt- 
ful that this “refined figure” will be determinative of the amount of depletion 
allowances which can be obtained for Colorado. 

The basis upon which Colorado seeks to have its depletion allowances de- 
termined appears not to be unreasonable. It would appear reasonable to assume 
that if Colorado believed that it could obtain 9.19 cents per Mcf as the basis of 
determining the depletion allowances it would not file its tax returns on the 
basis of a lower figure. If the figures of 8.492 cents and 8.8129 cents are employed 
as the market value in the “relative market value” method of allocation, the 
losses to Colorado in its gasoline operations will be in the order of $40,255 for 
Docket No. G—2260 and $1,702 for Docket No. G—2576. 

As we have noted, the Staff witness who sponsored Exhibit Nos. 35 and 42 
testified that there has not been a settlement with the Internal Revenue Bureau 
with regard to Colorado’s taxes since the merger, and in the absence of a settle- 
ment he used the pattern laid down in the tax returns filed by the Applicant. 
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The amount which Colorado will be able to establish for depletion allowances 
is not definitely determinable at this time. In this connection, the president 
of Colorado testified that the Company will, of course, try to obtain the highest 
allowances possible under the law, indicating that the Company would claim 
as high as 9.19 cents per Mcf or higher. In view of the fact that the amount 
of the losses to Colorado by employing the value used for tax depletion purposes 
as the market value would be of a de minimus character, it has been concluded 
that no figure for losses will be included in cost of service relating to the gasoline 
operations. It is apparent that if the figures reached by employing the value 
of the gas for determining the depletion allowances were used as the market 
value, the amount of losses would be so small as to have no effect on rates. 

As we have noted, if the natural gas is not sold in the immediate vicinity of 
the well “the gross income from the property shall be assumed to be equivalent 
to the representative market price or fair price at the date of sale before trans- 
portation ; and where natural gas is transported to the point of sale the cost of 
transporting such products may be deducted from the sales price to determine 
the representative market price at the well location. The gasoline plants in- 
volved in these proceedings are in the vicinity of the wells. For the purpose of 
determining the representative market or fair price of the gas before trans- 
portation we have determined the price of the natural gas after transportation 
and have deducted from such price the cost of transporting such gas from the 
refining plants to the points of delivery. Attached hereto is Appendix D, show- 
ing that the result of such determination is that for Docket No. G—2260 the price 
is 8.86 cents per Mcf and for Docket No. G—2576 the price is 8.99 cents per Mcf. 
If these figures are employed instead of the figures for weighted average well- 
head prices used in Exhibit Nos. 35 and 42 for purposes of allocation under the 
relative market value method, the result would be a loss in Docket No. G—2260 
amounting to $17,894 and a profit in Docket No. G-2576 amounting to $9,128. 
These figures are so small as to be considered de minimus, and would have no 


effect on rates. Accordingly, it is concluded that there is no good ground for 
finding that there was a loss on gasoline operations. 


(4) How Should Costs Be Allocated in Connection With Colorado’s Sales 
to Amarillo Oil Company? 


Amarillo Oil Company (Amarillo) was an affiliate of Southwestern and Can- 
adian.™ Before the enactment of the Natural Gas Act a contract between 
Canadian and Amarillo was executed under which Amarillo transferred de- 
scribed reserves to Canadian. Canadian also agreed to sell Amarillo gas from 
the Panhandle Field production. The cost of this gas to Amarillo was to be the 
Panhandle Field production and gathering costs pertaining to such gas. 

Colorado argues in substance that the Commission has no power to make an 
allocation of costs in derogation of the specific terms of the contract and that 
the Commission is required to allocate costs for Amarillo solely on the basis of 
the Panhandle Field production and gathering costs. In general, it may be said 
that an allocation of costs on this basis would constitute an exception to Com- 
mission policy that all customers, in circumstances such as are present here, 
must share pro tanto in the total costs. Colorado recognizes that it is seeking 
an exception to the Commission’s general policy for in its initial brief it urges 
that “an exception be made to the Commission’s policy of a rolled in allocation” 
in this case because of the aforesaid contract provisions and because the costs 
on a rolled-in basis exceed the revenues from Amarillo. 


%e Now Pioneer Natural Gas Company (see also discussion under (12)). 
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It is clear that the contract of sale between Canadian and Amarillo was a 
sale of gas between affiliates on a non-profit or cost basis, i. e., a basis which 
would not be available to a non-affiliate or stranger. 

In the absence of such contract there would not appear to be any sound basis 
for making an exception to the general rule such as Colorado has urged.” 

Fairness requires that all customers must share pro tanto in all costs, with no 
preferences obtained by past affiliation permitted. Each class of the business 
should be allocated its fair share of the costs.” 

The Commission in Docket No. G-1115 considered this same problem and 
decided the matter adversely to Colorado. Nothing new has been added which 
has any persuasive influence. 

The Commission in Opinion No. 235, 11 F. P. C. 324, 353, in commenting on 
Amarillo, made the following statement : 

Colorado did not assign any of the Hugoton and Loveland field costs against 
its customer the Amarillo Oil Company. The staff pooled all production 
costs and spread such costs among all customers, including Amarillo Oil 
Company. Colorado excludes Amarillo Oil Company from all pooled pro- 
duction costs on the ground that Colorado, and its predecessor Canadian 
River, have a cost contract based on production in the Panhandle field. In 
spreading costs, all customers must share pro rate in the total costs. All 
customers, including Amarillo Oil Company; receive benefits from all the 
operations of the company. Amarillo Oil Company receives a benefit from 
Colorado’s gas purchases in the Hugoton and Loveland fields to the extent 
that such purchases reduce the volumes which otherwise would be required 
to be produced by Colorado in the Panhandle field. We do not find that the 
cost contract between Colorado and Amarillo Oil Company is of such a na- 
ture as to derogate from the general practice of pooling all costs and as- 
signing them pro rata against all customers.” 


27 Re Northern Natural Gas Company, Opinion No. 228, page 40. 


Colorado in its reply brief argues that the Commission’s statement was fac- 
tually and legally unsound, despite the fact that on appeal the Supreme Court 
sustained the Commission’s position. Colorado refers to the limitation on pro- 
duction in the Panhandle Field due to the allowables set by the Texas Railroad 
Commission. The latter are conservation measures and cannot be said to dero- 
gate from the fundamental proposition that all customers receive benefits from 
all the operations of the Company. 

As to the Commission being wrong on the law, it is a sufficient answer that this 
legal proposition has been considered by the Supreme Court and the Court has 
sustained the Commission’s determination to “roll-in” the costs. 

The Commission found in Opinion No. 235 that the cost contract between 
Colorado and Amarillo was not “of such a nature as to derogate from the general 
practice of pooling all costs and assigning them pro rata against all customers.” 
The Commission, in this connection, referred to its decision in Northern Natural 
Gas Company, Opinion No. 228, page 40. 


*% The contract by which Amarillo disposed of its property to Canadian was the subject 
of Commission consideration in an earlier rate proceeding, 3 FPC 32,43. The Commission 
found that Canadian had paid Amarillo $5,000,000 for its gas leaseholds and wells in Texas 
Panhandle Field and that the cost to Amarillo was $1,879,504, and ordered the elimination 
of this “write-up”. The Supreme Court affirmed. Colorado Interstate Gas Company v. 
Federal Power Commission, 324 U. 8S. 581, 607. The cost contract involved here was exe- 
cuted at the time of the sale of the Amarillo properties and has no more dignity than the 
write-up set aside by the Commission. 

*% Colorado Interstate Gas Company v. Federal Power Commission, 324 U. 8. 581, 588. 
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The same finding with regard to Amarillo made in Opinion No. 235 is made 
here, i. e., Amarillo is entitled to no preference in cost allocation and the cost 
allocation as proposed by the Staff regarding Amarillo is adopted. 


(5) Gas Used as Boiler Fuel by Public Service Company of Colorado and the 
City of Colorado Springs 


One of the issues raised in this proceeding was whether the Commission has 
jurisdiction in regard to all the volumes of natural gas sold by Applicant to 
Public Service and to Colorado Springs some of which is used by the latter for 
boiler fuel. It appears that Colorado had been selling natural gas for boiler 
fuel use to the City of Colorado Springs for many years under Rate Schedule 
I-1, on file with the Commission as a rate schedule covering sales for resale for 
industrial use. Colorado sold all of its gas for many years to Public Service 
Company of Colorado under Rate Schedule G-—1, a rate schedule on file with 
the Commission covering sales for resale for domestic, commercial and industrial 
consumption and some of such gas has been used for boiler fuel by Public Service 
Company of Colorado. Colorado claims that the gas used as boiler fuel although 
sold under such rate schedule was not subject to Commission jurisdiction and 
that it now can charge for such gas a rate other than that set forth in the 
schedule. 

The issue raised by Colorado is not a new one. In Docket No. G—1115 the Com- 
mission considered this question and in Opinion No. 235, 11 F. P. C. 324, 354, had 
the following comments to make: 

In spreading its costs, Colorado has listed the sales to Colorado Springs, 
City of Trinidad and Public Service Company of Colorado for power plant use 
as a “direct sale”. At the time of the hearing, no sales were being made 
to the City of Trinidad for power plant use. Colorado admitted that the 
volumes it listed as sold to Colorado Springs as a direct sale were being sold 
under Rate Schedule I-1 on file with the Commission as a rate schedule 
covering sales for resale for industrial use. Additionally, sales under the 
I-1 Rate Schedule, are available only to those who purchase gas under 
the G-1 Rate Schedule, which is the sale for resale for general use. Colorado 
also admitted that the volumes it listed as a direct sale to Public Service 
Company for power plant uses were sold under Rate Schedule G-1, a rate 
schedule on file with the Commission covering sales for resale for domestic, 
commercial and industrial consumption. It estimated the amount to be 
used by Public Service in its power plant based on advice furnished to 
Colorado by Public Service in 1948. The staff considered all sales under 
the I-1 and G-1 Rate Schedules as sales for resale and therefore jurisdic- 
tional. Revenue estimates of sales to Public Service and Colorado Springs 
for boiler fuel use were based on rates in existing rate schedules. Colorado 
did not include such sales as jurisdictional. We conclude that on this record 
such sales should be included with the jurisdictional business. There is 
nothing inconsistent here with Colorado Interstate Gas Company v. F. P. C. 
(C. A. 3), 185 F. 2d 357. That case simply decided that a rate schedule could 
be filed if stated in the terms of the statute that it was applicable only to 
sales for resale. Admittedly, all the sales to Colorado Springs and to Public 
Service Company are made pursuant to rate schedules on file with the Com- 
mission applicable to sales for resale. [Italic supplied.] 

Accordingly, it was found by the Commission in Opinion No. 235 that sales 
by Colorado to Public Service Company and Colorado Springs, including the 
amount used as boiler fuel, are sales which “should be included with the juris- 
dictional business.” 
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The Applicant appealed from the Commigsion’s order in Docket No. G-1115 
but the Court of Appeals sustained such order. The Supreme Court of the 
United States subsequently modified the order issued by the Court of Appeals 
on a matter unrelated to that under discussion (348 U. S. 492), and the effect 
of the Supreme Court’s decision was to affirm the Commission’s determination in 
every aspect. 

Since the Commission made its finding in Docket No. G-1115 with regard to 
these sales certain events have occurred. Public Service and Colorado entered 
into an agreement dated July 8, 1953, which by its terms was to become effective 
July 3, 1953. This contract purported to cover the sale by Colorado and the 
purchase by Public Service of natural gas to be used in Public Service Company’s 
generating and steam heating plants. A similar contract was entered into be 
tween Colorado Springs and Colorado. 

By letter dated on or about July 29, 1953, Colorado transmitted two copies 
of these agreements to the Commission. In the letter which related to these 
copies of the sales agreement sent to the Commission Colorado stated that it was 
filing these agreements in accordance with the provisions of Section 155.1 of the 
Commission Regulations under the Natural Gas Act as amended. The Com- 
mission on August 28, 1953, returned one copy of the July 8, 1953 agreement 
and requested Colorado to file the information called for by Section 154.63 of 
the Commission’s Rules and Regulations. Colorado, however, again tendered 
the July 8, 1953 agreement to the Commission, claiming that it was filing such 
agreement under Section 155.1 of the Commission Regulations as a direct sales 
agreement to which the provisions of Section 154.63 of the Commission’s Rules 
did not apply. 

The Commission on October 26, 1953, in Docket No. G—2260 issued an order 
accepting the tender and suspended and deferred the effect of the gas sales 
agreements dated July 8, 1953. Of course, the Commission would not have taken 
such suspension action had it not considered the 1953 contract between Colorado 
and Public Service Company to be in the nature of an amendment to Colorado’s 
existing rate schedules. Colorado recognized this and thereupon applied to the 
Commission for rehearing of the Commission’s order issued October 26, 1953, and 
such request was granted. On January 12, 1954, oral argument was had before 
the Commission on Colorado’s application for rehearing and on January 13, 
1954, the Commission vacated its suspension order issued on October 26, 1953, 
but provided that “said order of October 26, 1953, otherwise remains in full 
force and effect”. Accordingly, there remains for decision the question whether 
in fact so much of the gas sold by Colorado to Public Service and Colorado 
Springs and used by the latter for boiler fuel are sales coming within the juris- 
dictional authority of the Commission. 

This problem was first raised in 1949 when Colorado in a filing which it made 
sought to change the form of the applicability clauses of its tariff so that the 
language employed would reflect specifically that the tariff was limited to sales 
for resale. 

At that time there was no separate contract in existence such as was executed 
here between Public Service Company and Colorado and between Colorado 
Springs and Colorado. The Commission at that time first suspended and then 
disallowed the applicability clauses filed by Colorado. Following that the Com- 
mission directed Colorado to file an applicability clause in the following 
language: 

This rate schedule shall apply to all natural gas delivered by Colorado 
Interstate to the Buyer except such natural gas as Buyer may purchase 
from Colorado Interstate under Rate Schedules I-1 and I-2. 
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An appeal was taken to the Coyrt of Appeals and the court stated that the 
question presented was “whether the Commission may disallow the filing by 
Colorado Interstate of a tariff applicable only to natural gas delivered to a 
buyer for resale, and may require it to make its filed tariffs applicable to all 
natural gas delivered to the buyer, whether or not for resale.” The Court held 
that the Commission had no authority to disallow the filing of the tariff by 
Colorado simply because it was applicable by its terms only to natural gas 
delivered to buyers for resale. 
The Court pointed out that while both the Commission and Colorado argued 
the question whether the gas sold by Colorado to Public Service and Colorado 
Springs which was subsequently consumed by the buyers in their own boiler 
plants was subject to regulation by the Federal Power Commission, it was satis- 
fied “that the question is not presented by the record now before us and that we 
are not called upon to decide it.” Relative to the same point the Court went 
on to say: 
As we have said, on this record we do not reach the question whether 
Colorado Interstate’s sales of gas to Public Service and Colorado Springs 
for consumption in the boiler plants of the latter are in fact sales for 
resale and, therefore, within the Commission’s jurisdiction either because 
the gas thus consumed is commingled at the time of delivery with other gas 
actually destined for resale or for any other reason. The decision of that 
question, however, will not be affected by the approval of the applicability 
clauses of Colorado Interstate’s tariff in the form proposed by it. For 
those applicability clauses will merely limit the scope of the tariff to sales 
of gas for resale and unless the gas in question can be determined to be 
in that category it obviously does not come within the coverage of the 
Act as defined by Section 1 (b) and, therefore, could not in any case be 
within the regulatory authority of the Commission. To limit the tariff 
by the language of the act cannot prejudice either party to this particular 
controversy, since both are bound by the terms of the act. If, however, 
the Commission’s position should be sustained Colorado Interstate would 
be seriously prejudiced since it would be bound by a tariff which covered 
its sales of gas whether or not they were for resale and, therefore, might 
preclude it from even raising the question. 185 F2d 357, 360, 361 

It is clear that the Court left open the question whether the gas sold by Colo- 

rado to Public Service and Colorado Springs which is consumed by them in 

their own boiler plants is subject to regulation by the Commission. 

Following this determination by the Court of Appeals the Commission made 
a determination of the question which was left open by the court in its Opinion 
and Order in Docket No. G—1115 issued August 8, 1952. The quotations from 
the Commission Opinion No. 235 employed hereinabove shows that following 
the Court of Appeals decision the Commission held that the sales made by 
Colorado to Colorado Springs and Public Service for power plant use are 
“sales” which “should be included with the jurisdictional business” and issued 
an order which implemented this finding. The Commission’s order in Docket 
No. G-1115 was affirmed by the Court of Appeals and has never been modified. 
Accordingly, the sale of such gas in a commingled stream to the purchasers 
has been held by the Commission and the Courts to be subject to Commission 
jurisdiction. 

The question for determination as now presented resolves itself into whether 
Or not the contracts entered into between the Applicant and Public Service 
Company and Colorado Springs deprive the Commission of the jurisdiction 
which it found in Docket No. G—-1115 that it had and which it exercised. Prior 
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to the time that the new contracts were entered into Public Service Company 
of Colorado and Colorado Springs had been ordered in Docket No. G-1115 to 
pay for the gas which they used for boiler fuel under a jurisdictional rate 
which the Commission had prescribed as being just and reasonable. 

The gas delivered to both Colorado Springs and Public Service Company of 
Colorado is at the time of delivery commingled with other gas purchased by 
each of these companies for its consumers. After it is delivered, each of the 
customers involved, transports the commingled gas into its distribution system 
and some of it goes to the boiler plants which each maintains. There the gas 
is measured by certain metering facilities maintained at the boiler plants. 
Prior to 1953 each of the customers owned such facilities. When the July 
1953 contracts with the customers were executed Colorado acquired ownership 
of the metering facilities and operated them. Colorado neither sought nor 
procured a certificate for the transfer of ownership and operation of these 
facilities. 

Prior to the execution of the contracts between Colorado as seller and Public 
Service Company and Colorado Springs as purchasers certain negotiations took 
place between officials of the buying and selling companies. During the course 
of these negotiations reference was made to the building of the facilities au- 
thorized by the Commission in Docket No. G—2120. 

A certifiicate of public convenience and necessity in Docket No. G-2120 was 
issued on July 3, 1953. The contracts, as we have noted, were entered into on 
July 8, 1953 but were to be effective as of July 3, 1953. 

The contracts executed in July 1953 provide in substance that for the period 
of time equivalent to the test period the cost of the gas used for boiler fuel 
by the Public Service Company of Colorado would be 17 cents per Mcf and 
that the cost of gas to Colorado Springs would be 20 cents per Mcf.” The vol- 
umes involved for the test period were in excess of 14 million Mcf for Public 
Service Company of Colorado and in excess of 2,700,000 Mcf for Colorado 
Springs. On a “cost basis” the Staff has proposed that the sale to Colorado 
Springs and to Public Service Company of Colorado be placed under a new 
schedule (I-1A) at 15.2 cents per Mcf.” It is apparent that the cost of gas 
as proposed by the Staff to Colorado Springs and Public Service Company of 
Colorado would be substantially less than that to be charged under the alleged 
direct sale contracts. 

A question arose during these proceedings whether Colorado had informed 
Public Service and Colorado Springs during the course of the negotiations lead- 
ing to the execution of the July 1953 contracts that it would not build the fa- 
cilities authorized in Docket No. G-2120 whereby additional volumes of gas 
would become available if such companies did not sign the boiler fuel contracts. 
The president of Colorado was asked whether such advice had been given 
Public Service Company and Colorado Springs and he replied, “I don’t know 
that it was stated exactly that way in so many words.” He added, “But it 
was presumed that that would apply to some extent from the very inception of 
our negotiations with Public Service. The boiler fuel load is a very sub- 
stantial load and it would be quite foolish of us I think to buy sufficient 
quantities of gas that would be needed by Public Service if we had no boiler 
fuel sales.” The witness went on to say in substance that Colorado could not 
supply the gas under the contract “if we didn’t build the facilities.” 


% See Exhibit 54. In addition there are escalation clauses in the contract. 
*® See Exhibits 56—-A and 57. 
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In this connection, it may be noted that there was no effort by Colorado to 
tie in the obtaining of the authorization sought in Docket No. G—2120 with a 
change in the G—1 tariff provisions by omitting from their coverage so much of 
the gas sold to these two customers which was employed as boiler fuel. 

The claim of Colorado that the sale of gas used by Public Service Company 
and Colorado Springs for boiler fuel is not a sale coming within the jurisdic- 
tion of the Commission is based on the provisions of Section 1 (b) of the 
Act, which provides that the terms of the Act shall apply “to the transportation 
of natural gas in interstate commerce, to the sale in interstate commerce of 
natural gas for resale * * * but shall not apply to any other transportation 
or sale of natural gas or to the local distribution of natural gas or to the 
facilities used for such distribution. * * * 

The Commission has uniformly held that this section gives it jurisdiction to 
disapprove applications by natural-gas companies to serve new direct sales 
customers, e. g., Detroit v. Panhandle Eastern Pipe Line Company, 5 FPC 43 
(1946). If this gas is to be sold to Public Service Company of Colorado or 
Colorado Springs under a new contract as a direct sale of gas it would for 
such purposes be a new direct sale customer for in the past such gas has been 
sold to them as gas for resale. In Panhandle Hastern Pipe Line Company 
v. Federal Power Commission, 232 F 2d 467 (3rd Circ. 1956) cert. den., 352 
U. S. 891, the Court recognized that the statute gave no authority to the Com- 
mission to regulate direct sales. However, the Court also concluded that the 
Commission had “completely independent” jurisdiction over transportation in 
interstate commerce under which it had the power to refuse to certificate trans- 
portation of gas to new customers even though direct sales would be affected 
incidentally. In the Court’s opinion unless the Commission had such power the 
Commission could not assure a sufficient supply of gas to the distributing 
companies which Panhandle was supplying. 

Here what is attempted is the assertion of a right on the part of Colorado to 
make a direct sale through facilities employed to transport gas in interstate 
commerce without first obtaining certificate authorization and in addition 
the Applicant asserts the right to change the terms under which it was making 
its sale of gas to Public Service Company under its Rate Schedule G—1 and 
asserts the right to make such sale under a direct sales contract. 

Colorado relies heavily upon City of Hastings v. Federal Power Commission, 
221 F 2d 31 (D. C. Cir., 1954) cert. den. 349 U. S. 920, as authority to support 
its claim that so much of the commingled mass of gas which it sells to Public 
Service Company and to Colorado Springs used by the latter as boiler fuel is a 
direct sale not subject to Commission jurisdiction. 

When Kansas-Nebraska Natural Gas Company first agreed to sell gas to 
City of Hastings, the contract of sale provided and the rate schedule filed 
and accepted by the Commission provided that, “This rate schedule * * * shall 
not apply to gas used or consumed by [the City] for industrial purposes.” In 
a letter addressed to the City, the Commission had stated, “At present the rate 
G-1 in the FPC Gas Schedules is specifically not applicable to gas which would 
be used by your power plant * * *” 

In the instant proceeding the Commission found that the gas sold Public 
Service Company was sold to it under the G-1 Rate Schedule and jurisdiction 
attached because no authorization was ever issued to make a direct sale of any 
part of the gas as in Hastings. The Hastings case is distinguishable from the 
one under consideration for here it is clear beyond any doubt that the gas sold 
to Public Service Company was sold initially under one all embracive schedule 
covering the total quantity of gas delivered to such customer, whereas in 
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Hastings the transaction from the beginning involved two separate transactions 
and the rate schedules filed and accepted by the Commission excluded the gas 
used by the city for industrial purposes as a non-jurisdictional sale. 

In this case, the sale as originally made by Colorado to Public Service Com- 
pany was a single transaction covering the entire quantity delivered and the 
rate schedules ordered to be filed by the Commission in Docket No. G—1115 
specifically provided that all gas to this purchaser was to be delivered under a 
jurisdictional schedule. The Commission’s order could have only one meaning, 
i. e., that all such gas was gas for resale. 

If Colorado desires to change its arrangements for the sale of gas to the 
two customers involved to one where there are two sales, one for resale and 
the other for direct sale, it is, as a matter of law, required to make application 
for authority to make such change pursuant to Section 7 of the Act. Until 
and unless such application is filed and the Commission grants such application, 
jurisdiction exists. 

While there are historical differences between City of Hastings and the 
instant case, the distinction between the two cases rests not on history but on 
the substantive fact that in City of Hastings the sale of gas for boiler fuel was 
initially the subject of a transaction separate and apart from the sale of gas 
for resale, whereas in this case the opposite is the fact; namely, there was a 
single rate schedule filed covering all the gas sold and Public Service Company 
had the right to sell every Mcf of gas it received for resale if it chose to do 
so, instead of using part of such gas for boiler fuel. In Hastings the contract 
for the sale of gas for boiler fuel would not authorize a sale for resale. In 
substance, without any material change other than the execution of the con- 
tracts, Colorado seeks a reversal of the Commission’s determination in Docket 
No. G—-1115 on the same point. It predicates its contentions on the ground that 
the law requires such a holding. The Commission’s determination in Docket 
No. G—-1115 was sustained by the Courts and to grant Colorado’s request here 
would in substance require the undersigned to conclude that not only the Com- 
mission but the Courts were wrong on the law. 

No party or group of parties can oust the Commission of jurisdiction once 
acquired by executing contracts to which the Commission has not assented and 
to which it is not a party. East Ohio Gas Company v. Federal Power Commis- 
sion, 173 F2d 429 at 434 (D. C. Cir., 1949) rev’d on other grounds 338 U. S. 464 
(1950). 

It may be that Colorado can make a case pursuant to Section 7 of the Act 
on the basis of which the Commission should authorize amendment of the rate 
schedules covering the natural gas sold to Colorado Springs and Public Service 
Company and Colorado in such a proceeding may be able to establish that it 
should have the right to make such a sale under a separate direct sales contract. 
As we have noted, however, before such action may be taken by the Commission 
it is a statutory requirement that an application under Section 7 of the Act 
be filed with the Commission and that a hearing be held. In this connection, 
it should be noted that before such an order may issue the Applicant must 
present proof satisfying the statutory standards. That was not done here. 
Consequently, there is no basis upon which to conclude first that the sale made 
to Public Service Company of Colorado and the sale made to Colorado Springs 
of natural gas in a commingled stream should be considered as involving two 
sales, one a sale for resale for public consumption and the other a direct sale 
for use as boiler fuel. 

The fact that metering facilities formerly owned by the purchasers have now 
been acquired by the seller is not a fact ousting the Commission from the juris- 
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diction which it has exercised heretofore. The only purpose of metering 
facilities is to determine the amount of gas passing through such facilities. 

There was no difficulty in Docket No. G-1115 in ascertaining how much 
aatural gas was consumed as boiler fuel. Accordingly, the acquisition of the 
metering facilities by Colorado is of no importance in the determination of 
whether the gas involved was subject to the jurisdiction of the Commission. 

After the Commission issued its order of October 26, 1953, directing that the 
boiler gas issue be heard in these proceedings, Public Service began protesting 
the payment of that portion of Colorado’s monthly invoices to the latter under 
the direct sales agreement which represented the differences between the price 
at which such boiler fuel gas was invoiced under the terms of such direct sales 
agreement and the price which Public Service would have paid if such gas had 
been purchased pursuant to Colorado’s G—1 rate schedule in effect during the 
period covered by such invoices. In this connection Public Service Company 
presented an argument to the effect that if any refunds are due to it the refunds 
which should be made should be calculated on the basis that the direct gas 
sales agreement was void and of no effect since its inception. 

It appears to the Presiding Examiner that the so-called direct sales agree- 
ments between Colorado and Public Service Company and between Colorado 
and Colorado Springs were of no force and effect insofar as the Commission’s 
jurisdiction was concerned. The period between July 1, 1953, and January 13, 
1954, was a period during which the Commission had considered the agreements 
as an amendment to the then existing rate schedules and had suspended them. 
On January 18, 1954, the Commission issued its order vacating the suspension 
of the effectiveness of the rates being paid under the alleged direct gas sales 
agreements. Certainly, during the period of suspension of the effectiveness of 
the direct sales agreements, refunds should be made by Colorado to Public 
Service Company of Colorado and to Colorado Springs of the difference between 
the rates each was required to pay under the jurisdictional schedules and the 
rates each was paying. Colorado had filed a bond on Janury 1, 1954, to make 
refunds of all rates held not to be just and reasonable in Docket No. G—2260, 
and later filed an undertaking of similar character in Docket No. G—-2576. Re- 
funds should be made to Public Service Company of Colorado to cover the 
difference between the jurisdictional rates as found and those paid under the 
direct sales agreement for all gas purporting to be sold under the latter contract. 

Various other grounds have been urged by the Staff upon which they seek 
a finding that the “boiler fuel” sales are jurisdictional. Since, however, the 
views expressed here are dispositive of the issue it is not necessary to extend 
the discussion of the problem further. 

It is concluded that the so-called boiler fuel gas is part of the total amount 
of gas sold for resale by Colorado and is subject to Commission jurisdiction and 
it is found that it is appropriate that Rate Schedule I-1A as proposed by the 
Staff be made applicable to the future sales of Colorado to Public Service Com- 
pany of Colorado and Colorado Springs for gas used by such companies as 
boiler fuel and for other industrial purposes. 


(6) Directors’ and Executive Committee Salaries 


Colorado pays its directors, as a whole, including those who serve on its 
executive committee, $75,000 annually. Denver urges the exclusion of this 
amount from Colorado’s recoverable cost of service on the ground that it was 
found in Commission Opinion No. 235, under the circumstances surrounding 
the granting of this payment at that time that its reasonableness had not been 
established, and Denver contended that no more justification for including this 
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sum in Colorado’s cost of service has been presented here than was presented 
in Docket No. G—1115. 

It is correct that in Docket No. G—1115 the Commission excluded this item 
from Colorado’s cost of service. In this connection, it should be observed that 
Commission Opinion No. 235 pointed out that the action taken in 1952 in voting 
this compensation was an action taken by a minority of the Board; that certain 
of the directors were officials of corporations owning large blocks of stock in 
Colorado and that certain of these large holders had disposed of their holdings 
the day before the increase in directors’ payments was voted ; and that the claim 
for this compensation was made “on rebuttal when the hearing was on the verge 
of completion.” 

These payments have been made to the directors at the $75,000 rate since 
1952. No action has been taken by the stockholders to restrain the making of 
these payments to the directors. The action of the “minority” has not been 
rescinded by the Board as a whole since such action was taken. The circum- 
stances which motivated the Commission in Opinion No. 235 in important as- 
pects are no longer parallel. Accordingly, the problem of the directors’ com- 
pensation is entitled to be considered in the light of the circumstances now ex- 
isting rather than those which pertained when Commission Opinion No. 235 
was written. 

For over a decade the trend in corporate practice has been toward paying 
directors fixed salaries, although such practice has been the exception rather 
than the rule. However, a substantial number of corporations follow this 
practice.” 

As long ago as 1940, Justice William O. Douglas, when he was Chairman of 
the Securities and Exchange Commission, said: 

If the directors are to perform their duties honestly, efficiently, and con- 
structively, they should get paid for their work in proportion to the actual 
contributions made by them.” 

It may be asked how one measures the contribution made by a director of 
a corporation. It may be asked with equal validity how one measures the 
contribution of a corporate executive. In this connection, it may be noted that 
the president of Colorado, according to Applicant’s prospectus dated November 
17, 1955, (Exhibit 61) received $46,400 during 1954 for his services. No chal- 
lenge to the inclusion of his salary in cost of service has been made. There 
would appear to be no basis for any challenge to the inclusion of the president’s 
compensation in the amount made, despite the fact that no witness detailed 
his contribution to the Applicant to sustain payment of such sum. It is quite 
clear, however, that there is no ground to doubt this payment to him was prop- 
erly and lawfully made. 

It is true that no witness has taken the stand to describe exactly what each 
director has contributed to Colorado. However, considering the size and im- 
portance of Colorado and that the payment of $75,000 was spread among eight 
directors, the amount involved cannot be considered large or excessive on its 
face. The quality of the management of Colorado is not challenged by any 
party, including Denver. There is no more reason for excluding the payments to 
the members of the board than there would be for excluding the payment made 


to the president of the Applicant, and, as we have pointed out, there is not even 
room to challenge such payment. 


“ Dickson, Compensation and Duties of Corporate Directors, NICB Studies of Business 
Policies. No. 16, 6 (1946) 


“ Douglas, Democracy and Finance, 46, 47 (1940). 
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In recent years the problem of compensating members of boards of directors 
on a basis of something more than the $50 or $100 frequently paid for attend- 
ance at such meetings has received increasing public attention. 

In 1950 this problem was considered in an article in the Harvard Business 
Review.* The following views expressed therein appear pertinent to the issue 
under consideration : 

An important step to be taken to improve the boards of most large com- 
panies is to increase the remuneration of board members. This is probably 
the most underpaid group of individuals in the American business system 
today, in view of its responsibilities and at least potential services. 

* 2 aa * * 

The importance of director’s functions, together with the desirability 
of providing incentives for the best men makes the remuneration problem 
a vitally important one. From a strictly psychological point of view, the 
director who is receiving only a nominal fee for attending board meetings 
may unconsciously devote to the affairs of the company only as much 
effort and time as the fee seems to warrant. In the case of professional 
directors, for whom salary is the prime incentive, the importance of compen- 
sation is obviously magnified. 

A development of particular interest is the growing practice of paying 
salaries to directors. These, depending upon the size and earning capacity 
of the company, may range from $2,000 to $15,000 per annum. While a 
director who is compensated this way could not be expected to devote his 
full time to his company, neither would he at the opposite extreme limit 
his activities to the board room. He would be available for committee 
meetings, consultations with officers, plant visits, and review of reports. 

In addition, a substantial salary is an incentive for being constantly 
alert to ideas and plans which might improve company earnings and opera- 
tions. This sounds, to be sure, like a rather intangible benefit, but it is 
by such constant awareness of the problems of the company and thinking 
about their solutions that directors, as well as executives, have brought 
into focus the ideas which have resulted in tremendous savings and earnings 
for many corporations. 

+ + > a . 

Other reasons for deeming increased remunerations desirable include 
the fact that legal liability may jeopardize the director’s personal fortunes. 
There have been many cases where, even after his death, his estate has 
been involved in litigation for years. Another reason is the fact that 
executives are likely to feel greater freedom in using the abilities of direc- 
tors who receive reasonable compensation. In turn most directors will not 
be willing to accept substantial compensation unless they are able to give 
to the corporation commensurate performance. Obviously, the company 
which recognizes the importance of all these factors should be rated up. 

In the light of all the facts and circumstances of this case it is found and 
concluded that there is no good ground for excluding the $75,000 paid the board 
of directors of Colorado from Colorado’s cost of service. 


{T) Certain Additional Operating Expenses (Gas Purchase and Wage Adjust- 
ments) in the Amount of $433,080.00 Claimed in Docket No. G-—2576 


Colorado claimed that it is entitled to make an adjustment to its cost of 
service which involved two increases in operating expenses.“ The first increase 


41 Blair, Appraising the Board of Directors, 28 Harvard Business Review 101 (Jan. 1950). 
# Colorado’s initial brief, page 37. 
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involves $90,597. This proposed adjustment relates to rate increases involving 
gas purchased from five producers, namely, Phillips Petroleum, United Carbon, 
Sears, Herrmann, and Witco. Colorado claims this adjustment only in regard 
to Docket No. G-2576. The test period in this docket is the year 1954, as 
adjusted. Forty thousand dollars of this total relates to purchases from 
H. F. Sears and A. E. Herrmann Corporation. The payments being made to 
these producers by Colorudo were being made subject to refund. On April 23, 
1957, a Presiding Examiner of this Commission issued his decision in Docket 
Nos. G-—6502 and G—6663, In the Matters of H. F. Sears and A. EH. Herrman 
Corporation, disallowing the proposed increases and directed refunds to be 
made. 

The amount of increase to Phillips Petroleum is $37,960. This increase to 
Phillips did not become effective until September 1, 1955, which is beyond the 
test period. 

The amount sought for United Carbon Company, Inc. is $10,781.00. This 
involves United Carbon’s Rate Schedule No. 1, Supplement No. 12, which was 
allowed to become effective March 21, 1955, and involved and increase of .13¢. 
On September 1, 1956, the Texas Production Tax was decreased and the rate 
was reduced to 15.09 cents. 

The amount involved so far as Witco is concerned was a decrease so no 
further consideration will be given to that figure. 

It would appear that of the total of $90,597 the most that Colorado has 
established that it will be required to pay is $10,781. This is so small, that 
it would have no effect on rates whatsoever. 

The second adjustment involved increased wages and salaries in the amount 
of $346,959. 

The two adjustments sought, namely, $90,597 and $346,959, total $437,556, 
“of which $4,476.00 was eliminated because it applied to the wellmouth func- 
tion, and of the remaining amount $357,657 applies to jurisdictional sales. (id)” 

The adjustment relating to increases in salaries and wages relates to a period 
beyond the agreed-upon test period for Docket No. G—2576. 

The purpose of having a test period containing a limited period of time for 
adjustments is to test the reasonableness of proposed or effective rates for the 
future on the basis of measured experience. Without limitation as to the 
time when adjustments may be made measurement of experience becomes im- 
possible. When an adjustment is sought to be made for an increase in costs 
beyond the test period, including a reasonable period for “adjustments” then, 
in order to determine the effect of the proposed adjustment, it becomes neces- 
sary to consider other factors which may have occurred at such later time, 
including possible increases in revenue, load factor, and possible changes in 
operating expenses in order to afford proper balance in measuring outlay as 
against income for rate determination purposes. If there were no limitation 
on adjustments, the effect would be to open the door to the consideration of 
a never-ending succession of events and this in turn would lead to the destruc- 
tion of the substance of the principle of measured experience as a determinant 
of just and reasonable rates. 

There is no good ground to depart from the normal adjustment period in 
this docket, and the additional operating expenses in the amount of $433,080 
incurred after the test period may not be included in Colorado’s cost of service, 
except to the extent of $10,781. 
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(8) Rate of Return 


The standards and principles applicable to determination of a fair rate of 
return are authoritatively stated in the Bluefield“ and Hope Natural Gas 
Company “ cases. 

In the Bluefield case the Supreme Court said: 

A public utility is entitled to such rates as will permit it to earn a 
return on the value of the property which it employs for the convenience 
of the public equal to that generally being made at the same time and 
in the same general part of the country on investments in other business 
undertakings which are attended by corresponding risks and uncertainties ; 
but it has no constitutional right to profits such as are realized or anticipated 
in highly profitable enterprises or speculative ventures. The return should 
be reasonably sufficient to assure confidence in the financial soundness 
of the utility and should be adequate under efficient and economical manage- 
ment to maintain and support its credit and enable it to raise the money 
necessary for the proper discharge of its public duties. A rate of return 
may be reasonable at one time and become too high or too low by changes 
affecting opportunities for investment, the money market, and business 
conditions generally. 

The Supreme Court in the Hope case said: 

From the investor or company point of view it is important that there 
be enough revenue not only for operating expenses but also for the capital 
costs of the business. These include service on the debt and dividends 
on the stock. Cf. Chicago & Grand Trunk Ry. Co. v. Wellman, 143 U. S. 
839, 345-346. By that standard the return to the equity owner should be 
commensurate with returns on investments in other enterprises having 
corresponding risks. That return moreover should be sufficient to assure 
eonfidence in the financial integrity of the enterprise, so as to maintain 
its credit and attract capital. See Missouri ex rel. Southwestern Bell Tel. 
Co. v. Public Service Commission, 262 U. 8S. 276, 291 (Mr. Justice Brandeis 
concurring). 

In State Corp. Comm’n of Kansas v. Federal Power Commission, 206 F2d 
690, 721, the Court of Appeals pointed out: 

* * * that the rate of return, from the point of view of the investor, 
must be sufficient to assure a proper return to the investor and to main- 
tain the company credit and to attract capital * * * 

That return, moreover, should be sufficient to assure confidence in the 
financial integrity of the enterprise, so as to maintain its credit and to 
attract capital. 

Colorado claims to be entitled in this case to a return of at least 6.5 percent. 
The Staff, supported by Denver, asserts that a fair and reasonable rate for 
Colorado is 554 percent. 

The capitalization of Colorado on August 31, 1955, the latest date of record, 
is set forth in the following tabulation : “ 


Long Term Debt 
2.75% Series due 1964 
3.125% Series due 1969. 
8.75% Series due 1969 10, 400, 000 
3.85% Series due 1974 28, 475, 000 $52,175,000 55.7% 


“ Bluefield Water Works and Improvement Company v. Public Service Commission of 
West Virginia, 262 U. S. 679, 692. 

“ Federal Power Commission vy. Hope Natural Gas Company, 320 U. S. 591, 603. 

“ Exhibit No. 35, page 35. 
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Preferred Stock 
5% Cumulative, $100 par, 110,000 shares____--_--_ 
Common Equity 

Common stock, $5 par value, 1,718,150 








CRIES kncccintitmieabaiinnakbe 8, 590, 748 
Prettiin ch Gi cncenidasimmimmannbe 180, 175 
OO a 21,739,891 30,510,814 32.6 













$93, 685, 814 100.0% 








































In addition, it appears that on July 31, 1955, Colorado entered into a Credit 
Agreement with Guaranty Trust Company of New York under which it may 
borrow at any time prior to May 1, 1957, an aggregate amount not to exceed 
25 million dollars, maturing on November 1, 1957, with interest at 3 percent.” 

Rate of return involves, among other things, payment for interest, dividends 
on the stock, risk, and costs associated with marketing securities and raising 
capital. 

At the time the Commission determined rate of return for Colorado in Docket 
No. G—1115 its long term debt as of December 31, 1951, was less than 30 million 
dollars, and such debt represented almost 54 percent of its total capitalization. 
It had at that time $2,000,000 in preferred stock outstanding, or 3.6 percent of its 
capitalization and common equity amounting to $23,314,000, or 42.5 percent. In 
Commission Opinion No. 235 it was found that as of July 31, 1952, the actual 
cost of Colorado’s debt was 3.21 percent. The Company had outstanding 6 per- 
cent preferred stock. This stock was retired and in July 1954 Colorado issued 
and sold 110,000 shares of 5 percent cumulative preferred stock, par $100. 

Long term debt at this time represents over 55 percent of overall capital and 
the weighted cost of such outstanding debt is 3.41 percent, as compared to 3.21 
percent in Docket No. G-1115. The preferred stock now outstanding was issued 
at a cost to Colorado of 5.16 percent as against 6 percent in Docket No. G—1115. 

The Commission in Docket No. G—1115 concluded that 5% percent represented 
a reasonable rate of return for Colorado and this conclusion was upheld by the 
Court of Appeals for the Tenth Circuit. Colorado’s capital structure is not 
markedly different from that prevailing in the industry.” 

The Staff’s rate of return witness presented a comprehensive rate of return 
study which included a consideration of Colorado’s capital structure, and its 
overall cost of both debt and equity capital. In addition, the study included 
detailed information and comprehensive statistics covering the financial markets 
to determine investor requirements of return and yield on both debt and equity 
securities.” 

The Staff witness testified that in his opinion a fair rate of return for Colorado 
would range between 5% percent and possibly as high as 6 percent. 

In coming to this conclusion the Staff witness testified that he considered the 
Commission’s findings in Docket No. G-1115 relating to rate of return, Colorado's 
ability to retire its 6 percent preferred stock with a lower rate of 5.16 percent 
and the fact that its common stock was selling in excess of twice what it was at 
the time of the hearing in Docket No. G—-1115. In addition, the witness testified 
as follows: 

As a matter of fact, the common stock of Colorado Interstate today is 
selling at a greater times the book value that it was at that time. A num- 













* Exhibit No. 61, page 4. 
48 See Exhibit No. 55, page 9-g. 
* See Exhibit Nos. 55, 61, 64, 65 and 66. 
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ber of other factors I have taken into consideration, the fact that the com- 
pany is probably the oldest, if not one of the oldest, pipe line company in 
existence today. It is well situated with reference to reserves. It controls 
a large supply of reserves through contract, and the prospectus indicates 
that somewhere in the neighborhood of 3.2 trillion cubic feet are owned by 
the company itself, which places it in an enviable position. 

According to the prospectus, the reserves which Colorado Interstate owns 
and controls under contract are sufficient to last under present volumes of 
sales in excess of 25 years. The rates at which the company has refinanced 
are on a very favorable basis, and compare very favorably with the rates 
obtained by other natural gas pipe line companies. I think it is quite sig- 
nificant that the Guaranty Trust Company in July of 1955 entered into an 
agreement with the company to lend 25 million dollars at 3 percent on a 
loan maturing in 1957, November, 1957. 

While the cost of the outstanding debt is slightly higher than it was at 
the time of the last case, I think it is significant to point out that at the pres- 
ent time the proportion of debt is higher than it was at that time, and this 
would be offset to some extent by the fact that the 6 percent preferred stock 
has been retired, and there is now outstanding in its place preferred stock 
at a cost of about 5.16 percent, which represents approximately 11 to 12 
percent of the total capital structure. 

A study of the earnings-price ratios of the eight natural gas companies, 
the same companies on which the Commission relied in the last rate case, 
shows that the earnings-price ratios for the past five years are lower than 
they were at the time of the G—1115 case. 

Based on the company’s present capital structure, and the cost of debt 
and preferred stock, a 5.75 percent return would allow on the jurisdictional 
business about 10 percent, and slightly in excess of 11 percent on a 6 percent 
basis. 

It seems to me that these amounts are sufficiently in excess of the indi- 
cated costs of capital, common capital, to natural gas companies, generally, 
and to Colorado Interstate, as to permit the company to continue to attract 
capital on a most favorable basis. I think it is highly significant that the 
recent sale of some 256,503 shares of Colorado Interstate common stock by 
Public Service Company of Colorado was made at a price to the public of 
$57.50 per share, which when related to the most recent earnings of $3.85, 
as shown by the prospectus, results in an earnings-price ratio of under 7 
percent. I think it is worthy to point out, also, that this issue was over- 
subscribed, and that the subscription books were closed shortly after the 
stock was offered to the public. 

Since the Staff witness testified, the market price of Colorado’s stock has 
increased, offering clear evidence as to the regard for this stock held by the 
investing public. 

Colorado was allowed a return on common equity of 8.95 percent in 1952. 
It claims that this was too low then and is too low now. Colorado also states 
in its Reply Brief (page 63) that Colorado “is in imminent need of $45,000,000. 
On the cost rate base method of record in these proceedings this represents ap- 
proximately a 59 per cent increase in total rate base.” 

There is no solid evidence as to what the cost of obtaining this sum for 
Colorado will be. Moreover, it is not known exactly when this financing will 
occur. However, in discussing the cost of money, Applicant states in its brief 
that: 
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In October of 1956, the Columbia Gas System sold Debentures at a net 
cost to the company of 4.79 per cent, and in September of 1956, Tennessee 
Gas Transmission Company sold First Mortgage Bonds rates “A” at a cost 
to the company of 4.81 per cent. In the current market, Colorado will have 
to pay at least as much as these seasoned companies to cover its present 
financing requirements. 

It may also be observed that Southern Counties Gas Company of California 
sold in March of this year $15,000,000 of first mortgage bonds at 101.42 to 
yield 4.53 percent ; Texas Eastern Transmission Corporation also sold in March 
of this year $40,000,000 first pipeline bonds at 991% to yield 4.92 percent; and on 
February 28, 1957, United Gas Corporation sold $35,000,000 first mortgage bonds 
at 102.259 to yield 4.33 percent.” 

The most recent offering of debt securities by a natural gas pipeline company 
appears to have been made by Northern Natural Gas Company which sold in 
April of this year 30 million dollars of 4% percent debentures at 99.50 to yield 
4.54 percent (Moody’s Public Utilities Supplements, Volume 28, page 1413). 

Colorado had outstanding as of August 31, 1955, long term debt of $55,038,000, 
excluding maturities due within one year." In addition, Colorado had borrowed 
$25,000,000 at 3 percent from Guaranty Trust Company, and this obligation is 
to mature in November 1957. 

Denver suggests that “even if it be assumed that such additional short term 
obligation must be refunded with permanent debt securities in 1957 at an 
interest rate of 4 percent, a 5.75 percent rate of return would provide, under 
that situation, 12.46 percent from the common equity.” In this connection, 
Denver in its brief modified Table 34 of Staff Exhibit No. 56, the Staff’s table 
of capitalization as of December 31, 1954, by adding $25,000,000 in long term 
debt as follows: 











Amount Capitalization Rate Percent 
percent 

a a as i ee $54, 006, 000 46.42 3.41 1.58 
Debt (additional) ............--- saukieaneaaene 25, 000, 000 21.49 4.00 . 86 
I I issiinnnnctnctaininginniqumaaiiiiia 11,000, 000 9. 45 5. 16 49 
CE GEE. caniiananessqacutnanenascsmnnnite 26, 345, 000 22. 64 12. 46 2.82 
a 

SIRT isco viciiiesittacadassinsciceiishabiiniicidamiiicniadamniadil $116, 351, 000 100. 00 elateniiieiiitedati 5.75 





A more realistic modification would appear to be to place the interest rate on 
the $25,000,000 at 4.75 percent, and return at 6 percent, which would make the 
tabulation read as follows: 











Amount Capitalization Rate Percent 
percent 
aha) tii isis atin dlsccdontichdaambadauee $54, 006, 000 46. 42 3.41 1.58 
TN i acetate 25, 000, 000 21. 49 475 1.02 
ET Cain srncadsnensihededsmsssacounaee 11, 000, 000 9. 45 5. 16 .49 
ee ee : 26, 345, 000 22. 64 12. 85 2.91 
UPC. a cei ost i eee $116, 351, 000 100. 00 SE == | 6.00 


Under this table, a 6 percent rate of return would provide 12.85 percent for 
the common equity, a figure slightly below that in the table set forth in Denver’s 
brief. 


© Moody’s Public Utilities Supplements 28-1560, 1570, 1590. 
5. Exhibit No. 61, page 4. 
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Colorado presented two highly qualified rate of return witnesses, viz., Eugene 
S. Merrill, and W. C. Gilman. Mr. Merrill concluded that a rate of return of 
6.75 percent was required while Mr. Gilman believed that not less than 6.5 per- 
cent was a fair rate of return. 

Mr. Merrill, in reaching his conclusions, referred to relative risk, cost of 
capital, and financial integrity. 

There is no doubt that all of these factors are entitled to consideration, but 
the appraisal of these factors as applied here is sharply contested. This 
witness in his exhibits and testimony, among other things, selected 20 leading 
industrials™ as a basis for comparison with the natural gas industry. The 
securities of these companies sustained a much wider fluctuation in the average 
rate earned on invested capital than was earned on invested capital in the 
natural gas industry. 

One of the major reasons for investment in the natural gas industry is that, 
generally speaking, there has been greater stability of earnings. The claim 
made by the witness that it is necessary to increase the rate of return to 6.75 
percent in order to attract sufficient capital does not appear justified by the 
history of the industry. The industry appears to have great ability to raise 
large amounts of capital on more favorable terms. 

Colorado is very favorably situated with regard to reserves, having a supply 
equivalent to more than 25 times Colorado’s estimated 1955 requirements, and 
the market area it serves is highly diversified. The Company serves public 
utility and municipal distribution systems in Colorado, Texas, New Mexico, 
Wyoming, Kansas and Illinois. It is a well seasoned Company and dividends 
have been paid on its common stock each year for more than twenty years. 
Colorado in 1955 paid a quarterly dividend of 3114 cents per share. 

Colorado’s ability to raise capital on favorable terms cannot reasonably be 
disputed, based on its position in the industry and its history. 

Mr. Merrill concluded that a rate of over 13 percent was required on 
Colorado’s common stock. This conclusion was based in substantial part on a 
study of the relationship of earnings to book value of common stock, rather 
than earnings to market prices. Determination of investor requirements is 
more reasonably determined from a consideration of what they are willing to 
pay and not what the book value of a security may be. This is clearly illus- 
trated in the case of Colorado’s common stock which has a current book value 
of $17.76 but is quoted at several times that amount in the over-the-counter 
market. 

Mr. Merrill predicated his discussion of “financial integrity” upon a compari- 
son with the twenty “blue chips” utilized in his discussion of relative risk and 
determined that the common stocks of these companies were selling on the 
average of 150 percent of their book value. Aside from the fact that these 
twenty industrials are not a sufficiently broad base upon which to predicate 
a comparison of natural-gas company common stocks with industrial common 
stocks,” it may be noted that Colorado’s common stock is quoted at over 390 
percent of its August 31, 1955, book value of $17.76. 


52 Allied Chemical & Dye Corp., American Can Co., The American Tobacco Co., Bethlehem 
Steel Corp., Chrysler Corp., E. I. Du Pont De Nemours & Co., Eastman Kodak Co., The 
Firestone Tire and Rubber Co., General Motors Corp., General Electric Co., The Goodyear 
Tire & Rubber Co., International Harvester Co., Republic Steel Corp., Standard Oil Co. of 
N. J., Swift and Co., The Texas Company, United States Steel Corp., Union Carbide and 
Carbon Corp., Westinghouse Electric Corp., The Youngstown Sheet and Tube Co. 

53 See Exhibit No. 64 entitled “Comparison by Years of Relationship of Average Market 
Price to Average Book Value—Moody’s 125 Industrial Common Stocks and 14 Natural Gas 
Pipe Line Common Stocks, 1954-1955.” 
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Colorado, in its initial brief (page 39), states: 

Always there comes to the fore in the consideration of this important 
phase of the case the fact that Colorado is faced with a financing program 
to add more than 50% to its net investment under presently authorized and 
budgeted construction, and will add almost three times the amount of its 
present net investment if its application in Docket G—10176 is granted by 
this Commission. 

While it is quite true that much competition for the investing public’s dollar 
exists, it should be borne in mind that investments are made with varying 
considerations in mind, one of which is safety and stability of earnings. Per- 
tinent to this consideration is the statement of the Supreme Court in Dayton- 
Goose Creek Railroad Company v. United States, 263 U. S. 456, 461: 

By investment in a business dedicated to the public service the owner 
must recognize that, as compared with investment in private business, he 
cannot expect either high or speculative dividends but that his obligation 
limits him to only fair or reasonable profit. 

In reviewing the Commission’s order in Docket No. G-1115 the Court of Ap- 
peals for the Tenth Circuit, in discussing the criteria by which to gauge rate 
of return, said: 

We believe that the experience of other comparable gas utilities com- 
panies, having a sound financial structure and a long experience of suc- 
cessful operation, is a better criteria by which to gauge and determine 
the adequacy and fairness of rate of return than that of railroads, power 
transmission companies or other like utilities engaged in other fields and 
under other conditions and circumstances, or the rate of return on Gov- 
ernment bonds or industrial bonds in unrelated enterprises.” 

Mr. Gilman in his testimony emphasized the relationship between common 
earnings and book values of the common stocks of all straight natural gas trans- 
mission companies reporting to the Commission. Book value may or may not 
be part of the matters which an investor may consider before making an in- 
vestment but it is certainly not usually the most important consideration to an 
informed investor considering an industrial or utility stock. Such an approach 
has never been employed by the Commission. A method which disregards the 
reflection of investor appraisal afforded by the securities markets is not as 
valuable as one which does take such a matter into consideration. 

The Staff witness on rate of return presented an exhibit (55) indicating the 
cost of common equity money to natural-gas companies, pertinent earnings-price 
ratios of eight natural-gas companies with listed common stocks and six natural- 
gas companies with common stocks traded over the counter. These data in- 
cluded the following: 


Monthly Earnings-. 
Price Ratios 


5-year average At Sept. 
to Oct. 1955 1955 


Eight natural gas listed common stocks ® 6. 6% 6.4% 
Six unlisted natural gas common stocks * 7.2% 5.8% 


It will be noted that here as in Colorado’s prior rate case there was evidence 
that the Applicant’s stock was sold at a very substantial price. The sale in 


& Colorado Interstate Gas Company v. Federal Power Commission, 209 F. 2d 717, 731. 

58 Consolidated Gas Utilities Corp., El Paso Natural Gas Co., Lone Star Gas Co., Mississippi River 
Fuel Corp., Mountain Fuel Supply Co., Northern Natural Gas Co., Panhandle Eastern Pipe Line Co., 
Southern Natural Gas Company. 

% Colorado Interstate Gas Co., Tennessee Gas Transmission Co., Texas Eastern Transmission Corp., 
—_ Gas Transmission Corp., Texas Illinois Natural Gas Pipeline Co., Transcontinental Gas Pipe Line 

orp. 
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this case was by Public Service Company of Colorado. This demonstrates that 
even with a 5% percent rate of return the Company’s securities were sold with 
an earnings-offering-price ratio of approximately 7 percent, as testified to by 
the Staff’s rate of return witness. The stock was oversubscribed at $57.50 
per share. 

This same type of evidence was found by the Commission in Colorado’s 
prior rate case to be persuasive evidence of the cost of equity capital to Colo- 
rado and this view was affirmed by the Court. 

A rate of return of 6 percent will provide Colorado with sufficient income 
to pay its interest on debt, pay its preferred dividends and permit over 12 
percent earnings on its common stock for jurisdictional business. As demon- 
strated above, this is certainly more than the “bare bones cost of money.” 
It will provide the equity owner with a return commensurate with returns 
on investments in other enterprises having corresponding risks. This rate of 
return is sufficient to maintain Colorado’s financial integrity and enable it to 
raise the capital necessary for the proper discharge of its obligations to render 
service to its customers and consumers. 


It is found that 6 percent is a just and reasonable rate of return for 
Colorado. ™ 


(9) Colorado’s Rate Base and Cost of Service in Each Docket 


As has been found, Colorado has not established that it is entitled to re- 
cover in rates any more than is reached by applying the traditional rate base 
method. The Staff has presented evidence in each docket showing the amount 
of Colorado’s rate base and cost of service by employing the cost method and 
using a 6 percent rate of return. (See Exhibits 35 and 42) 

When the figures employed in such exhibits are modified to exclude the 
losses claimed to have occurred in Applicant’s gasoline operations the rate base 
and total cost of service figures are as follows: 


Particulars Docket G-2260 | Docket G-2576 
cost basis cost basis 


Rate base: 
ae $72, 577, 325 $73, 911, 075 
PPE can nnnleagcacacanssctetbeidesatatentocneensaserelee 2, 309, 531 2, 569, 402 


NII ooo cate tg Saad Patan eae a $74,886,856 | $76, 480, 477 


Rate of return 6% 6% 
Cost of service: 
Operating expenses... - $18, 350, 492 $19, 602, 977 
Depreciation and depletion a 3, 452, 047 3, 425, 926 
Taxes— 
Federal income 
State income-._-. 


$1, 616, 612 $1, 845, 092 
ennnesese ee oonqeen nied 4, 493, 211 4, 588, 827 
NO cciith a cbpiicinacactnanatwennaudicstiu Gane (4, 962) | (4, 962) 
Gas revenues (1, 079, 091) | (1, 218, 900) 


$26, 828, 309 | 








It is found that Colorado’s rate base in Docket No. G—2260 is $74,886,856 and 
that its overall cost of service in Docket No. G—2260 is $26,828,309. It is also 
found that Colorado’s rate base in Docket No. G—2576 is $76,480,477 and that 
its overall cost of service in this docket is $28,238,960. 

The staff’s exhibits relating to allocation of cost of service in Docket No. 
G-—2260 on a cost basis (Exhibit No. 36) shows an allocation of $22,700,598 


®7It may be observed that the same rate of return is applicable in both dockets although 
the cost of debt money was less in Docket No. G—2260 than what it may be in the future. 
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(including boiler fuel sales to Public Service Company and Colorado Springs 
as jurisdictional) to jurisdictional sales. This figure of $22,700,598 includes 
loss on gasoline operations of $129,798 of which $117,193 was jurisdictional. 
As we have found that there should not be chargeable to Colorado any loss 
on gasoline operations the figure of $22,700,598 should be adjusted to $22,817,791 
as the cost of service properly allocable to jurisdictional sales. The staff’s cost 
of service exhibit on a cost basis (Exhibit No. 36) shows total jurisdictional 
revenue for the test period in this docket was $25,689,240. The difference 
between the latter figure and the jurisdictional cost of service of $22,817,791 
is $2,871,449, which is found to be the excess revenues for the test period in 
Docket No. G—2260. 

The Staff’s exhibits relating to allocation of cost of service in Docket No. 
G-2576 on a cost basis (Exhibit No. 43) shows an allocation of $24,130,499 
to jurisdictional sales. This figure is arrived at by considering that Colorado’s 
loss on gasoline operations in this docket was $116,028 of which $105,424 was 
jurisdictional. As we have found that such amount should not be chargeable 
as a loss on gasoline operations to Colorado the figure of $24,130,499 should be 
adjusted to $24,235,923, which is found to be the proper allocation to juris- 
dictional sales. 

The Staff’s cost of service exhibit on a cost basis (Exhibit No. 43) shows 
total jurisdictional revenue for the test period was $39,332,471. The difference 
between the latter figure and the jurisdictional cost of service of $24,235,923 
is $15,096,548, which is found to be the excess revenue for the test period in 
Docket No. G—2576. 

(10) Rate Differential Between Colorado-Wyoming Gas Company and Pub- 
lic Service Company of Colorado. 

Colorado’s tariff contains a rate schedule known as Rate Schedule G-—1, 
which is a general service rate schedule for distributing companies containing 
a monthly demand charge of $1.54 per Mcf of billing demand and a commodity 
charge of 19.5 cents per Mcf. Colorado’s tariff also includes Rate Schedule 
P-1 which is applicable to only one customer, Colorado-Wyoming Gas Com- 
pany (Colorado-Wyoming). Colorado-Wyoming purchases practically its en- 
tire natural gas requirements under the latter schedule. Rate Schedule P-1 
contains a Wright demand type of rate as follows: 39.5 cents per Mcf for the 
first five days use of billing demand and 19.5 cents per Mef for all additional gas 
delivered. Except for the fact that Rate Schedule P-1 has had historically 
a lower rate level than Rate Schedule G-1 and has a Wright demand type of 
rate, it is not otherwise different from the G—1 rate schedule. 

The Staff proposed in Docket No. G—2576 the elimination of Rate Schedule 
P-1 as of February 1, 1955, the effective date of the rates subject to refund. 
It is pointed out by the Staff that Colorado-Wyoming enjoys a preferentially 
lower rate as compared to the G—1 customers, and the Staff contends that there 
is no present justification for this preference. Colorado-Wyoming is a subsidiary 
of Public Service Company of Colorado. Both Public Service Company and 
Colorado-Wyoming receive delivery of gas at Denver. Other customers nearer 
to source of supply than Colorado-Wyoming are required to take service under 
the G-—1 rate schedule, as for example the City of Colorado Springs, i. e., they 
do not enjoy any preference and are nearer the source of supply than Colorado- 
Wyoming. 

The elimination of the P-1 rate schedule appears to be part of a general 
overhaul of Colorado’s rate structure proposed by the Staff. 

The proposed changes include a new rate schedule for small general service 
customers as well as the elimination of the P-1 and I-2 rate schedule. In 
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addition, changes are proposed in the F-1 and H-1 rate schedules and a sepa- 
rate rate schedule is proposed for so much of the gas delivered to the City of 
Colorado Springs and the Public Service Company of Colorado as they use for 
boiler fuel. 

The optional rate schedule for small general service customers is proposed 
to be available to buyers requiring not more than 5,000 Mcf on any day, and 
no minimum charge is to be contained in the proposed rate schedule. There is 
to be no demand charge but a straight commodity rate plus a demand component 
equal to the G-1 demand rate at 40 percent load factor. The 40 percent load 
factor is the average load factor of Colorado Interstate’s small wholesale custo- 
mers based upon actual peak day data and estimated peak day data.” The pur- 
pose of the new rate, according to the Staff, is to permit the small distributor 
to obtain gas at a reasonable and non-discriminatory price without the burden 
of demand and minimum charges related to annual peak. 

The proposed discontinuance of the P-1 rate schedule is intended to pro- 
vide through the application of the G—1 rate schedule the same rate level for 
all jurisdictional firm sales made from the mainline transmission facilities. 

The record establishes that the service supplied Colorado-Wyoming by 
Colorado is not in any essential respect different from that supplied Public 
Service and that the terms and conditions and priorities of service are the same. 
The Staff witness supporting the discontinuance of the P-1 rate schedule 
testified that: 

Historically, the commodity rate is uniform but the P-1 demand rate is 
less than that charged under the G-1 rate schedule. As the priority of 
service under the P-1 schedule is the same as that under the G—1 schedule, 
and the terms and conditions of service are almost identical, no substantial 
reasons exist from a service viewpoint for a difference in demand charges. 
The staff cost allocation exhibits do not show that any difference exists in 
the cost of transmitting and delivering gas to Colorado-Wyoming from 
the cost of transmitting and delivering as to the customers served under 
the G-1 rate schedule. 

A difference in rate level not justified by a difference in service rendered 
or cost of rendering service, or equally important reasons, should be 
eliminated. 

Of course, the existence of this preference increases the rates to Colorado’s 
general service customers, and conversely its elimination would cut the cost of 
gas to Colorado’s other jurisdictional customers by the same amount. Denver 
contends that this preference constitutes a subsidization of the customers of 
Colorado-Wyoming by the customers of Public Service of which it is one. 

Colorado-Wyoming supplies natural gas to resale and direct customers along 
a pipeline system terminating at Cheyenne, Wyoming, where gas is sold to the 
Cheyenne Light, Fuel and Power Company which also is a subsidiary of Public 
Service Company of Colorado. The differential between Public Service Com- 
pany and Colorado-Wyoming has fluctuated in recent years between 2% cents 
and 5 cents per Mcf on annual sales, depending upon load factor. At the present 
time the rate differential is 54 cents per Mcf of billing demand per month or an 
average of about 214 cents per Mcf on the test year sales to Colorado-Wyoming. 
The differential initially allowed was very much greater. In 1929 a large differ- 
ential was created in order to make it economically feasible for Colorado- 
Wyoming to buy gas in the Denver area and sell it in Northern Colorado and in 
Wyoming. Since that date the factors which necessitated a large differential 


See Exhibits 38 and 44. 
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in favor of Colorado-Wyoming have been substantially eliminated. In this con- 
nection, it may be noted that Colorado-Wyoming has been able to pay substantial 
dividends to Public Service Company of Colorado due in large part to the rate 
differential in purchased gas costs. 

The customers of Colorado purchasing under the G—1 schedule are entitled 
to equal treatment with Colorado-Wyoming. Essentially, equal treatment for 
equal service is not contradicted as a matter of principle by Colorado-Wyoming. 
Colorado-Wyoming, however, argues that it is not receiving any undue ad- 
vantage over Public Service because of special factors which enable Colorado 
Interstate to sell gas to Colorado-Wyoming under conditions advantageous to 
the supplier, and for which Colorado-Wyoming is entitled to lower rates than 
Public Service Company. Colorado-Wyoming urges that the Staff has failed 
to take these factors into consideration in proposing the elimination of the 
rate differential. 

Colorado-Wyoming presented testimony of three witnesses opposing the elimi- 
nation of the P-1 rate schedule. In such testimony it was urged that the P-1 
rate schedule should be retained because historically Colorado-Wyoming has 
always enjoyed such preferential rate, and that the differential in Colorado’s 
P-1 rate is passed on to Colorado-Wyoming’s utility customers, enabling the 
latter to charge rates substantially the same as those in the area served by 
Public Service Company. 

Colorado-Wyoming also claimed that the loss of the differential might result 
in a diminution of its direct sales which comprise approximately 45 percent 
of its total load. 

Among the advantages to Colorado in its sale to Colorado-Wyoming not 
present in Colorado’s other sales, according to one witness, was the fact that 
Colorado-Wyoming’s annual load factor was substantially equal to Public 
Service Company and higher than all other resale customers of Colorado; and 
that Colorado-Wyoming’s daily load factor was better than Public Service’s 
in the Denver area. These factors aid Colorado because it enables the Appli- 
cant to keep its compressors operating in the early morning hours and reduces 
the deliveries at peaks. 

A Colorado-Wyoming witness also testified that the cost to Colorado of a 
town border station as distinguished from the cost of the Mesa border station, 
through which Colorado delivers and measures gas delivered to Colorado- 
Wyoming, is greater because no regulators, controls and related equipment are 
required in a metering station serving a pipeline system. 

Colorado-Wyoming also claims that Colorado’s deliveries to it are in the 
nature of a wholesale delivery, and in this connection points out that it makes 
direct sales to eighteen customers and resale sales to four customers which in 
turn distribute gas to forty-nine towns and communities. It is claimed that if 
Colorado did not sell to Colorado-Wyoming, Colorado would have to bear the 
expense of serving these customers. 

As has been pointed out, the facts which made it advisable in Colorado- 
Wyoming’s early history to grant it a rate differential no longer exist. 

The difference in load factor considerations as between Public Service Com- 
pany and Colorado-Wyoming are not of a sufficiently substantial character as 
to warrant a difference in rates. On this theory, if load factor considerations 
are proper factors sufficient in and of themselves to justify differences in rates 
then the rate for each one of Colorado’s G—1 customers ought to vary dependent 
on the load factor of each customer. 

As to differences in cost between an ordinary town border station and the 
Mesa border station, it should be observed that the P-1 rate schedule is not 
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supported nor was it ever based upon the special costs of facilities to service 
Colorado-Wyoming. The unstated differences in the cost of construction and 
the cost of facilities relating to the Mesa border station cannot of itself be said 
to constitute a cost allocation study in regard to Colorado-Wyoming and indeed 
there is no tangible basis in the record to conclude that a difference exists in 
the cost of transmitting and delivering gas to Colorado-Wyoming from the cost 
of transmitting and delivering gas to the customers served under the G-1 rate 
schedule. 

Cost of service studies for specific customers have not generally been re- 
quired by regulatory agencies in the proceedings where a general revenue 
increase was sought,” and none as made for Colorado-Wyoming in the present 
proceeding, and Colorado-Wyoming never asserted during the proceeding that 
such separate cost of service study ought to be made for it. 

Mr. Justice Cardozo, when he was a Judge of the Court of Appeals of the 
State of New York, pointed out in Postal Telegraph-Cable Co. v. Associated 
Press, 127 N. E. 256, 257: 

The law says that under like conditions of service, charges shall be 
equal * * * 

These views were cited with approval by the Supreme Court in ICC v. United 
States, 289 U. 8. 385, 389. 

In State v. Mead Corporation, 238 N. E. 451, 78 S. E. 2d 298, the Supreme 
Court of North Carolina held that: 

The obligation of a public service corporation to serve impartially and 
without unjust discrimination is fundamental * * * There must be sub- 
stantial differences in service or conditions to justify differences in rates. 
There must be no unreasonable discrimination between those receiving 
the same kind and degree of service. Hoerner v. Oxford Water € Electric 
Co., 153 N. C. 535, 69 S. E. 607; Postal Telegraph-Cable Co. v. Associated 
Press, 228 N. Y. 370, 127 N. B. 256. 

The Supreme Court sustained the Commission’s position that Colorado’s 
transmission line must be treated as a unit.” 

Under all the circumstances there is no good ground for establishing a dif- 
ferent rate for Colorado-Wyoming on the basis of separating from Colorado’s 
facilities the portion thereof employed to service Colorado-Wyoming. 

Both Public Service Company and Colorado-Wyoming may be considered 
“wholesalers” and, accordingly, the claim that Colorado-Wyoming is entitled 
to a preference in rates over Public Service Company because it is a wholesaler 
is not tenable. 

Colorado contends that the Commission lacks authority to “enter an order 
affecting rate design other than as proposed by Colorado in these exact pro- 
ceedings.” ™ 

The provisions of Section 4 (e) of the Act provide that: 

* * * after full hearing either completed before or after the rate, charge, 
classification, or service goes into effect, the Commission may make such 
orders with reference thereto as would be proper in a proceeding initiated 
after it had become effective. 

The power of the Commission to effect rate design has been exercised in 
Panhandle Eastern Pipe Line Company, Opinion No. 269, and Northern Natural 
Gas Company, Opinion No. 228. 


® Cf. Produce Terminal Corp. v. Illinois Commerce Commission, 414 Illinois 582, 112 
N. B. 2d 141 (1953) ; City of Pittsburgh v. Pennsylvania Public Utility Commission, 171 
Pa. Super. 187, 90 A 2d 607, 621 (1952). 

© Colorado Interstate Gas Co. v. Federal Power Commission, 324 U. S. 581, 590. 

© Colorado’s initial brief page 50. 
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It is found that there is no justification for the continuance of a preferential 
rate to Colorado-Wyoming and that such company should be given service 
under the G-1 rate schedule. 


(11) Relative Level of Demand and Commodity Charges 


The Staff, based on its cost exhibits,“ proposed for Rate Schedule G-1 in 
Docket No. G-2260 a demand charge of 75 cents and a commodity charge of 
13.38 cents. Based on a cost approach the Staff recommended in Docket No. 
G-—2576 a demand charge of 65 cents and a commodity charge of 13 cents. 
Counter proposals were made by Colorado-Wyoming and certain other com- 
panies on a cost basis that, the demand charge in Docket No. G—2260 be $1.20 
and the commodity charge 12 cents. It was also proposed that, on a cost basis, 
for Docket No. G-—2576 the demand charge be $1.20 and the commodity charge 
be 11.1 cents. 

The allocation made by the Staff as between demand and commodity is in 
conformity with methods and practices normally adopted by the Commission 
in prior rate decisions.“ The demand and commodity costs were allocated 
to the jurisdictional sales from the transmission system as a whole and not 
separately by rate schedules. The allocated demand and commodity costs are 
utilized on a unit basis (after rounding) as the demand and commodity monthly 
rates. 

Public Service Company of Colorado and Colorado-Wyoming object to the 
demand charge recommended by the Staff and propose a much higher demand 
rate and a lower commodity rate to return the costs found by the Staff. Jus- 
tification is attempted of the proposed change on the ground principally that 
the service area of these companies is one in which there is severe competition 
because of the comparatively low cost of coal. It was urged that there has 
been a loss of certain industrial loads because the price of natural gas with 
a high commodity rate made it difficult to compete with sellers of coal. In 
order to get the commodity rate lower and at the same time return an amount 
sufficient to compensate Colorado for its cost of service, Public Service Com- 
pany and Colorado-Wyoming recommend a much higher demand rate. It will 
be observed that in Docket No. G—2260, the demand charge would be raised 
under Public Service Company and Colorado-Wyoming’s proposal from 75 cents 
to $1.20, a 45 cent difference, or sixty percent. It will also be observed that 
in Docket No. G—2576, Colorado-Wyoming and Public Service Company recom- 
mend that the demand charge be increased from 65 cents to $1.20 or 55 cents 
more, or an increase of 84.6 percent in the demand charge. It will also be 
observed that the commodity charge recommended by the Staff in Docket No. 
G-—2260 was 13.38 cents, whereas Public Service Company and Colorado- 
Wyoming recommend that it be placed at 12 cents, a difference of 1.38 cents. 
It may also be noted that the Staff recommended a commodity charge in 
Docket No. G—2576 of 13 cents, whereas the commodity charge recommended 
in this docket by Public Service Company and Colorado-Wyoming was 11.1 
cents or almost 2 cents less. 

The effect of the changes recommended by Public Service Company and 
Colorado-Wyoming would be very serious insofar as space heaters are concerned 
because of the demand charge impact on low load factor users. The witness 
for Public Service Company and Colorado-Wyoming testified that in the service 
area of those companies there has been considerable building activity and “of 
course, space heating is the most important use from a load growth standpoint.” 


@ Pxhibits 56 and 56—A. 
® Cf. Panhandle Eastern Pipeline Company, Opinion No. 269. 
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He added that “in practically every housing development being constructed in 
our service areas at the present time, we obtain 100 percent heating saturation.” 
He also stated that there has been a general acceptance of gas because “* * * 
at the present time the people in our service area know that it is clean, safe, 
dependable and not more expensive than other fuels * * * a great percentage 
of the homes that have been built in recent years in the Denver area are so 
constructed that no other fuel can be used without extensive and expensive 
remodeling, as such homes do not have chimneys.” The witness also testified 
that Public Service Company has approximately 220,000 gas customers and if 
Cheyenne Light, Fuel and Power Company and the Pueblo Gas and Fuel Com- 
pany are included, 260,000 customers. These customers have an investment 
in gas heating appliances of approximately 80 million dollars. If the subsid- 
iaries are included the aggregate customer investment will approach 100 mil- 
lion dollars. The witness also testified that “It is Public Service Company’s 
obligation to exert every effort to protect the customers’ investment in gas 
appliances by seeing that there is sufficient gas supply at a fair and reasonable 
price.” He added, “This customer investment has been made on the basis that 
gas will be available in future years in adequate quantities at a fair and 
equitable price.” 

The witness thereafter testified that in his opinion a proper rate form is 
one in which there is a relatively low commodity cost and a relatively high 
demand cost, as opposed to the one proposed by the Staff which the witness 
characterized as one having a relatively high commodity cost and a relatively 
low demand cost. 

The witness for Public Service Company and Colorado-Wyoming pointed out 
that the Staff witness in designing rates “took the sum of the demand costs as 
determined by Mr. O'Neill [another Staff witness], divided this total demand 
cost by the demand factor determined by Mr. O’Neill, and arrived at a demand 
rate. He took the total commodity cost, divided by the commodity Mcf sales, 
and arrived at a commodity rate.” The witness stated that he disagreed with 
Mr. O’Neill’s approach because the Staff witness “uses original cost theories 
on his approach on the allocation basis and I personally do not agree with 
the original cost approach for a utility operation. The second thing, Mr. 
O’Neill has used basically what I would call the Mississippi Fuel or the Atlantic 
Seaboard formula for determining his allocation of costs and again I personally 
feel that a pipeline company cannot operate or cannot efficiently operate or 
should not efficiently be made to operate under that type of allocation.” 

These quoted views of the witness are essential to the position of Colorado- 
Wyoming and Public Service Company and in substance constitute an attack 
upon cost allocation methods used by the Commission uniformly in recent 
years and sustained by the courts. In substance, the witness’s recommendation 
is to reverse or modify very substantially the principles established in past 
Commission cases. The type of rate supported by Public Service Company 
would enable it to increase its profits on existing industrial sales and future 
sales but at the same time would increase the cost to the domestic and com- 
mercial customers. It has been pointed out that the direct sales of Colorado- 
Wyoming comprise approximately 45 percent of its total load and that a 
substantial loss in the volume of such direct sales would increase the cost of 
service to all of Colorado-Wyoming’s resale customers.“ 


* See initial joint brief of Public Service Company of Colorado, Colorado-Wyoming Gas 
Company, Cheyenne Light, Fuel and Power Company, Pueblo Gas and Fuel Company, and 
Greeley Gas Company, page 15. 
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It may in certain cases be of benefit to resale customers to permit a moderate 
deviation in the demand and commodity charges so that a reasonably substan- 
tial increase in industrial sales may be effected and thus afford benefits to the 
system as a whole by increasing load factor. However, such a large change in 
demand as is proposed by interveners here would have such an adverse effect on 
the rates charged domestic and commercial consumers that it should not be 
permitted in this proceeding. 

Since rates will be fixed here upon the traditional rate base method the com- 
petitive position of Public Service Company and Colorado-Wyoming, vis-a-vis, 
the sellers of other types of fuels, can be reasonably met. 

As has been pointed out, the rates proposed by the Staff conform generally 
with the methods and practices established by the Commission in other cases.™ 
The rates proposed by Public Service Company and Colorado-Wyoming are not 
based upon the demand and commodity costs as allocated, but were based upon 
considerations which would result in a disproportionate cost of service being 
placed upon domestic and commercial customers and the proposed changes in 
the rates recommended by these interveners are rejected. 

A comparison of the Staff rates as presented on a cost basis with those in 
effect under Docket Nos. G-2576 and G—2260 follows: 


Docket No. G-2576 Docket No. G-2260 


Rate schedule 
Staff cost Present Staff cost | Rates effec- 
rates, as rates * rates, as | tive 1-1-54 
adjusted | adjusted | to 2-1-55* 


Monthly rate per Mcf 


G-1 Demand-----_-.--- ‘ 
Commodity 
0) 
Ist 5 days use *.........- 
Balance 


Interruptible 
Straight_._....-- 
Straight 4 
Straight ¢ 
Straight -___. 











* Subject to refund except Rate Schedules [-1, I-2 and IS-3. 

> New schedule. 

° Proposed by Staff to be cancelled. 

4 Staff proposed commingled gas rate schedule for boiler fuel. 
*No pt after 1954 proposed to be cancelled. 

f An additional monthly transportation charge of $44,402 is made. 
« Billed under purported direct sale contract. 


Pursuant to the Staff presentation the 100 percent load factor average rate 
under the General Service two-part demand and commodity rate is proposed 
for interruptible service. This will give all resale customers the benefit of 
revenues collected from industrial sales in excess of the commodity portion of 
the two-part rate. 


®cCf. Panhandle Eastern Pipe Line Company, Docket Nos. G—1116, et al., Opinion No. 
269: Northern Natural Gas Company, Docket No. G—1326, et al., Opinion No. 228. 
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The Staff’s proposals include an optional Small General Service rate for small 
low load factor customers. It has been pointed out that this group averages 
about 40 percent load factor and the optional Small General Service Rate is 
equivalent to the average price under the General Service rate at 40 percent load 
factor. 

The Staff has pointed out that the jurisdictional field sales were allocated costs 
separately by fields and rate schedules. The non-standard forms of field rates 
proposed by the company for sales to Natural Gas Pipeline Company of America 
have been converted to the customary straight volumetric rates for this type of 
service. 

The Staff’s proposals conform to general Commission practice and sufficiently 
good ground for deviating therefrom has not been established. 

It is found that the Staff cost rates and the rate structure as set forth in 
columns (1) and (3) hereinabove, are just and reasonable and should be em- 
ployed by the applicant for the respective dockets. 


(12) Separate Lower Rate for Pioneer ® 


Pioneer Natural Gas Company (Pioneer) serves the City of Clayton, New 
Mexico. City of Clayton and New Mexico Public Service Commission have filed 
a joint brief and Pioneer has filed a separate brief. 

Both Pioneer and City of Clayton have pointed out that the area of Clayton 
has been designated as a “disaster” area, and that ‘every support possible must 
be given to the farmers and others in the area in order to prevent economic 
loss.” * 

Clayton has been a customer of Colorado since 1928. 

In addition to pointing out the hardship which would attend a substantial 
increase in rates in Clayton, it is urged that in an earlier proceeding (G—124) 
Clayton had received rates which were lower in proportion to rates imposed 
upon other customers of Colorado and that this historical background should 
now be followed. It is also urged that Clayton should get a lower rate because 
it is closer to the Panhandle Field than are Colorado's principal markets. 

In Docket No. G-1115 which was decided on August 8, 1952, it was determined 
that Clayton should not enjoy any special preference in regard to rates not avail- 
able to other customers similarly situated. 

No evidence has been produced showing that Clayton should receive a lower 
rate than other general service customers. Colorado is an integrated system 
and gas supplies are obtained not only from Panhandle Field but Hugoton Field 
and other fields as well. Colorado has not requested that any zones be estab- 
lished, nor has Clayton. A witness on behalf of Clayton presented exhibits 
showing the effect upon Clayton rates if the increases requested by Colorado 
were held to be just and reasonable. As has been indicated the rates sought by 
Colorado are excessive. While substantial increases in rates will be made to 
Colorado such increases will be substantially less than those sought by the 
Applicant. It is noted that Clayton has expressed some apprehension that if 
the rates sought by Colorado are granted it might mean the loss of the power 
plant operations of the municipal electric system. The rates fixed for Colorado 
under the traditional rate base method will afford Pioneer the opportunity of 
selling natural gas at rates competitive with other fuels. The determination 
that the traditional rate base method should be applied to Colorado will lessen 


After these proceedings were concluded, the Commission issued an order substituting 
Southern Union Gas Company in place and stead of Pioneer. Southern Union has adopted 
Pioneer's presentation in this proceeding. 

* Brief of New Mexico Public Service Commission and the City of Clayton, page 2. 
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the degree of hardship upon the consumers of Clayton. It should be pointed 
out, however, that despite the hardship which any increase in natural gas rates 
may entail, it is essential to the principles of just and reasonable rate-making 
that all parties similarly situated should pay rates on the same basis. Pioneer 
Natural Gas Company is not entitled to any preferential rate. 


(13) Citizens’ Motion to Dismiss 
















































On August 10, 1956, Citizens Utilities Company (Citizens), a distribution com- 
pany customer of Colorado, filed a motion to dismiss the proceedings in both 
dockets to the extent that Colorado purported to effect increases in rates to 
Citizens ; to rescind and vacate the orders of January 21, 1954, and January 27, 
1955, issued in Docket Nos. G—2260 and G—2576, respectively, making effective 
the rate filings and the increased rates and charges therein as of January 1, 
1954, and February 1, 1955; and to require Colorado to refund to Citizens to- 
gether with interest all amounts collected since January 1, 1954, in Docket No. 
G-—2260 and since February 1, 1955, in Docket No. G-2576 under Rate Schedules 
G-1 of Colorado’s FPC gas tariff which exceed the amounts Colorado would 
have collected under the rates in effect prior to said respective dates. 

On October 2, 1956, the Commission referred said motion to the undersigned 
for consideration and determination in his initial decision. 

Citizens based its motion principally upon the ground that Colorado’s rate ap- 
plications could not legally be entertained by the Commission since such ap- 
plications constituted a unilateral attempt to destroy and nullify the orders of 
the Commission issued in Docket No. G—1115 and because Colorado could not 
by these rate increase filings unilaterally supersede rates provided for by its 
filed rate schedules and collected in accordance with service agreements exe- 
cuted by it with Citizens. 

In substance, Citizens contends that the holding of the Supreme Court in 
the Mobile case (350 U. S. 332) and Sierra case (350 U. 8. 348) requires dis- 
missal of Colorado’s rate filings. In substance, these cases hold that one party 
to a contract cannot unilaterally destroy an agreement by a mere filing with 
the Federal Power Commission. 

The question which arises consequently is whether the contracts entered into 
between Citizens and Colorado precluded Colorado from making this filing. 

The current service agreement of Colorado with Citizens (Item N) provides 
inter alia: 

Applicable Rate Schedule—The natural gas delivered hereunder shall be 
paid for by Buyer under Seller’s Rate Schedule (s) G—1 on file with the 
Federal Power Commission or any superseding Rate Schedule. This agree- 
ment in all respects shall be subject to the provisions of such rate sched- 
ule (s) and to the applicable provisions of the General Terms and Condi- 
tions filed with the Federal Power Commission, all of which are by reference 
made a part hereof. 

It will be recalled that Commission Opinions 235 and 235-A were issued 
shortly after the Commission’s merger order in Docket No. G-1326. As the facts 
in relation to Docket No. G-1326 and Docket No. G—1115 have been set forth 
hereinabove, it will be unnecessary to repeat them at this point. However, it 
may be observed that the considerations involved in G—1326 were the subject 
of very considerable discussion in Commission Opinion No. 235 which was 
issued in G-1115. The cases are very closely allied. The merger order in 
G-—1326 provided, among other things, that Colorado was to include in its service 
agreement a provision to the effect that the seller (Colorado) was not to pro- 
pose any increase in any rate subject to the jurisdiction of the Federal Power 
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Commission attributable in whole or in part to the merger. The service agree- 
ments which were entered into between Citizens and Colorado accordingly pro- 
vide, at least by reasonable inference, that Colorado would have the right to 
propose pursuant to its agreement with Citizens any increase which was not 
attributable in whole or in part to the merger. The increases which will be 
granted here to Colorado will not be attributable in whole or in part to the 
merger. 

Insofar as Colorado’s application purports to seek an increase which is not 
attributable in whole or in part to the merger, it was wholly within its legal 
rights in making a filing for an increase in rates. Insofar as the applications 
of Colorado for rate increases goes beyond this limitation, they will not be 
granted. 

It may also be observed that the contracts which Colorado tendered to Citizens 
and other customers were contracts offered in response to Commission direction 
and contained certain terms and conditions which were not the subject of 
voluntary assent by Colorado but were simply an implementation of a direction 
by a governmental agency. To such extent the agreement between Colorado and 
Citizens cannot be said to have been voluntarily executed and this case is there- 
by distinguishable from the Mobile and Sierra cases. 

The language of the service agreement clearly implies that Citizens has 
granted to Colorado the right to seek increases in rates. The limiting conditions 
as to the character of increase which Colorado may seek have no application to 
an increase which is not attributable in whole or in part to the merger. The 
fact that an Applicant seeks more than it is entitled to receive is not good 
ground for the dismissal of the application as a whole. 

Colorado in a memorandum in support of its answer and objections to the 
motion of Citizens Utilities Company sets forth certain correspondence between 
Colorado and Citizens on the basis of which Colorado contends that “it is er- 
roneous for Citizens to contend that it would not recognize a right in Colorado 
to file the increases in issue and which gave rise to the situation wherein 
Citizens desired a new service agreement.” No evidence was offered in this 
proceeding in regard to such correspondence. However, on the basis of the 
facts in the record, including the service agreement and all of the surrounding 
circumstances, it is concluded that there is no basis for granting Citizens’ 
motion and it is therefore denied. 

It may be noted that a second point raised in Citizens’ brief in support of 
its motion is that “the Commission may not subvert these proceedings as 
though arising under Section 5 of the Natural Gas Act”. Since it has been 
decided that Colorado’s filings were lawfully made pursuant to Section 4, it is 
unnecessary to consider whether these filings should be treated as though made 
under Section 5 of the Act. 

In addition to filing a memorandum in support of its motion to dismiss these 
proceedings and for an order directing refunds, Citizens filed a brief addressed 
to the merits of Colorado’s applications. The merits of the applications have 
been dealt with hereinabove. 

It is also noted that Citizens supported the rate design proposed by Public 
Service Company of Colorado through its witness Mr. Bruce T. MacCannon, and 
the latter’s Exhibit 77. The views expressed by Citizens parallel those stated 
by Mr. MacCannon on behalf of Public Service Company and its affiliated com- 
panies. As we have pointed out, while it is quite true that a low commodity 
rate may be conducive to the attraction and retention of industrial loads which 


* Colorado’s memorandum, page 5. 
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in turn make possible more efficient use of the facilities of the utility as well 
as those of the pipeline supplier, the shifting of normal commodity costs to the 
demand charge also may adversely affect domestic and commercial customers 
to the point of great unfairness. Accordingly, instead of directly benefiting 
the domestic and commercial customers as it is urged such form of rate may 
have just the opposite effect, and in this case the proportion of the shift in cost 
from commodity to demand are so large that the overall effect would be more 
harmful than helpful to the domestic and commercial customers. The rate 
form proposed by the Staff on a cost basis is appropriate for Colorado and as 
we have noted hereinabove the cost rates are the rates which have been held 
to be just and proper in this case for use by the Applicant. 


FINDINGS AND CONCLUSIONS 


Upon consideration of the entire record in this proceeding, the evidence ad- 
duced, the briefs filed, and the matters relevant to a decision herein upon which 
the parties and participants have reached agreement, the Presiding Examiner 
finds and concludes, in addition to the findings and conclusions hereinabove 
stated, that: 

1. Colorado Interstate Gas Company (“Colorado”), a Delaware corporation, 
is a natural-gas company under the Natural Gas Act, as amended, and as such 
its rates, charges, classifications of service, etc.; relating to sales of natural 
gas in interstate commerce for resale are subject to the Commission’s juris- 
diction. 

2. Colorado has made two rate increase filings pursuant to the Natural Gas 
Act in Dockets G—2260 and G—2576, which said dockets have been consolidated. 

3. The participating parties have agreed that the appropriate test periods 
for determining the reasonableness and lawfulness of the rates shall be the 
calendar year 1954 in Docket G—2260 and the calendar year 1954 normalized 
in Docket G—2576, and the same are found to be reasonable for the purpose of 
setting rates for refund liability and for the future. 

4. In each of the above dockets, the Staff of the Commission submitted cost 
of service studies on a cost basis and also on a basis of attributing a field price 
or commodity value to Colorado’s own gas production. Colorado submitted 
cost of service studies using basic Staff figures except with respect to the cost 
of production and Colorado’s presentation in each docket has been made on the 
basis of attributing a field price or commodity value to its own gas production. 

5. The record discloses that it had been agreed by all parties during these 
proceedings that the basic data per books relating to the actual net investment 
and operating expenses as presented by the Staff of the Commission correctly 
reflected the books and records of the Applicant and it is so found. 

6. Applicant has failed to sustain the statutory burden resting upon it to 
show that the increased rates and charges which it proposes in its First Revised 
Sheets Nos. 5, 6a, 8, 11 and 13 to its FPC Gas Tariff, Original Volume No. 1, 
Second and Third Revised Sheet No. 2 to its FPC Gas Tariff Original Volume 
No. 2 and a “Notice of Supersession” increasing the rates and charges to its inter- 
state wholesale customers are just and reasonable; and such increased rates and 
charges are therefore found to be unjust and unreasonable. 

7. Applicant has failed to sustain the statutory burden resting upon it to 
show that the increased rates and charges which it proposes in its Second Re- 
vised Sheets Nos. 5, 8, 11, 13 and First Revised Sheet No. 13g to FPC Gas 
Tariff, Original Volume No. 1, Fourth Revised Sheet No. 2 to FPC Gas Tariff, 
Original Volume No. 2, and First Revised Sheet No. 2 to its FPC Gas Tariff, 
554728—_61——_71 
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Original Volume No. 3 increasing the rates and charges to its interstate 
wholesale customers are just and reasonable; and such increased rates and 
charges are therefore found to be unjust and unreasonable. 

8. Colorado has not established that it is entitled to rates any higher than 
those reached by employing the traditional rate base method. 

9. Colorado’s rate base in Docket No. G—2260 is $74,886,856. 

10. Colorado’s overall cost of service in Docket No. G—2260 is $26,828,309. 

11. The allocation of Colorado’s cost of service as set forth in the Staff’s cost 
exhibits which were prepared in accordance with Commission precedents results 
in costs fairly and equitably attributable to natural gas sales subject to the 
jurisdiction of the Commission for the test period employed in Docket No. G— 
2260 in the sum of $22,817,791 and on this basis the excess revenues in Docket 
No. G—2260 are $2,871,449. 

12. Colorado’s rate base in Docket No. G—2576 is $76,480,477. 

13. Colorado’s overall cost of service in Docket No. G—2576 is $28,238,960. 

14. The allocation of Colorado’s cost of service as set forth in the Staff’s 
cost exhibits which were prepared in accordance with Commission precedents 
results in costs fairly and equitably attributable to natural gas sales subject 
to the jurisdiction of the Commission for the test period employed in Docket No. 
G—2576 in the sum of $24,235,923 and on this basis the excess revenues in 
Docket No. G-2576 are $15,096,548. 

15. The classification of cost of service between “demand” and “commodity” 
and the allocation thereof as proposed by the Staff of the Commission is in ac- 
cordance with the policies of the Commission announced, and the principles of 
the Commission established, in its more recent opinions involving such classi- 
fications and allocations, and convincing reasons to deviate therefrom have not 
been established. 

16. A fair and reasonable rate of return to be allowed Colorado, under the 
evidence herein, is 6% in each docket which when applied to the rate base set 
out in Finding 9 will produce, for the purposes of this proceeding, the sum of 
$4,493,211, and when applied to the rate base in Finding 12 will produce for the 
purposes of this proceeding, the sum of $4,588,827. 

17. Just and reasonable rates in Docket No. G—2260 to enable Colorado to 
recover its cost of service from its customers purchasing natural gas subject to 
the jurisdiction of the Commission including reasonable rate of return for the 
period January 1, 1954 to February 1, 1955 are as follows: 


Rate Schedule, Docket No. G—2260 


Firm Monthly rate per Mcf Interruptible Monthly rate per Mcf 
pan ec pe creeeceens a ala ani hice ka he a 13. 85¢ 
PUUIIIIINEE Seccassnieonsacstengssencaes OE RINK cock dhesdiciedcn ina. 15. 85¢ 

P-1 ist 5 days use billing de- Field Sales Firm 
RID. ccnesasttnisinpcieactevipelts RO Ge hs es ee i ie 8. 74¢ 
TRANS. cccigiesecsentaence SBA TRAD. no cnatibtntinctintslnmbins Once 9. 78¢ 

Interruptible Interruptible 

PE ehh ee ee A oe OE ME tts aisha nasenedceaeinenbnes 8. 44¢ 
Sa See cee eenee 15. 85¢ H-2 Unallocated field sales_..t 8.19¢ 


18. Just and reasonable rates in Docket No. G—2576 to enable Colorado to 
recover its cost of service from its customers purchasing natural gas subject 
to the jurisriction of the Commission including reasonable rate of return are as 
follows: 
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Rate Schedule, Docket No. G—-2576 


Firm Monthly rate per Mcf Monthly rate per Mcf 
G-1 Demand_-_------ {ie ok: are Field sales firm 
Common 13. 06¢ ee ee cena 8. 63¢ 
Cee ie ee enna 18. 36¢ i ccceeeesicces es eepesecncnsnigenertnintaninan 9. T9¢ 
Interruptible 
BeRSA i cee A ec eiaen 15. 26¢ Interruptible 
PEE cnnecitisnsaen ee Wh osaian ae aeaaane 8. 30¢ 
oa ainaae ei iar 15. 26¢ H-2 Unallocated field sales... 8. 20¢ 


19. The rates and charges set out in finding No. 18 above are the just and 
reasonable rates and charges to be hereafter observed and enforced by Colorado 
in accordance with the order hereto attached and made a part hereof. 

20. Colorado in Docket No. G—2260 should refund to each resale customer 
with interest at 6 percent per annum from the date of receipt to the date of 
refund, the amount of money equal to the difference between the amounts col- 
lected from each customer who paid in accordance with rates subject to under- 
taking and the amounts which would have been collected if the firm rates found 
just and reasonable in finding 17 had been in effect from January 1, 1954 to 
February 1, 1955. 

21. Colorado in Docket No. G-2576 should refund to each resale customer 
with interest at 6 percent per annum from the date of receipt to the date of 
refund, the amount of money equal to the difference between the amounts col- 
lected from each customer who paid in accordance with rates subject to under- 
taking and the amounts which would have been collected if the firm rates found 
just and reasonable in finding 18 had been in effect from February 1, 1955 to 
the date of refund. 

22. The dollar value of the tax benefits available to Colorado through deple- 
tion allowances and intangible well drilling expense may not be added to and 
made a part of Colorado’s cost of service recoverable from jurisdictional 
customers. 

23. The costs properly allocable to the extraction of liquid hydrocarbons by 
Colorado do not exceed the revenues of Applicant therefrom and Colorado sus- 
tains no losses from such operations. 

24. Colorado’s “cost contract” with Amarillo Oil Company does not require 
a deviation from the Commission's general policy of pooling all costs and assign- 
ing them pro rata to all customers and no deviation from such policy should be 
made for Amarillo in this proceeding. 

25. The volumes of gas sold by Applicant to Public Service Company of Colo- 
rado and City of Colorado Springs under its filed rate schedules some of which 
is used for boiler fuel by such customers are subject to the Commission’s juris- 
diction as gas sold for resale in interstate commerce and contracts entered into 
between Applicant and Public Service Company of Colorado and City of Colo- 
rado Springs purporting to cover direct sales of a part of such gas to such cus- 
tomers do not deprive the Commission of jurisdiction over the rates therefor or 

he sale of all or any part of the natural gas sold to such customers; and the 
aforesaid direct sale contracts are null and void. 

26. Payments totaling $75,000 per annum made by Colorado to its directors 
as fees and salaries are includible as a legitimate part of Colorado’s cost of 
service. 

27. Colorado's claim to be entitled to recover as additional operating expenses 
(gas purchase and wage adjustments) in the amount of $433,080 as part of its 
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cost of service in Docket No. G—2576 has been established only to the extent of 
$10,781 which sum would have no significant effect (by reason of its small per- 
centage in relation to total cost of service) upon the amount of just and reason- 
able rates which should be charged by Colorado to its jurisdictional customers. 
28. Pioneer is not entitled to a separate lower rate than the systemwide rate. 
29. Colorado’s filings in Docket Nos. G-2260 and G-—2576 should not be dis- 
missed because the Commission lacked jurisdiction to entertain such filings. 


ORDER 


Wherefore it is ordered, subject to review by the Commission on appeal, or 
upon its own motion as provided in the Commission’s Rules of Practice and 
Procedure, that: 

(A) The increased rates and charges embodied in Colorado’s First Revised 
Sheets, Nos. 5, 6a and 8, to its FPC Gas Tariff, Original Volume No. 1, Second 
and Third Revised Sheet No. 2 to its FPC Gas Tariff Original Volume No. 2 and 
“Notice of Supersession”, suspended by order issued September 28, 1953, and put 
into effect in Docket No. G—2260 subject to undertaking to refund as of January 
1, 1954 by order issued January 21, 1954 be and the same are hereby disallowed, 
and it is ordered that such tariff sheets be and the same are hereby cancelled ; 
and the increased rates and charges embodied in Colorado’s First Revised 
Sheets Nos. 11 and 13 to its FPC Gas Tariff, Original Volume No. 1 be and the 
same are hereby disallowed, and it is ordered that such tariff sheets be and 
the same are hereby cancelled. 

(B) Within 45 days from the date of issuance of this order Colorado shall 
file with the Commission rate schedules to cover the period from January 1, 
1954 to February 1, 1955 consistent with this decision and order which will 
reflect the rates and charges for the aforesaid period as follows: 


Rate Schedule, Docket No. G—2260 


Firm Monthly rate per Mcf Interruptible Monthly rate per Mcf 
Cl TOGO itn EC | AOD aiecninepscicnksnmnaaaaie 13. 85¢ 
I ee SE CIOS nwiicendicccsiominctaaaiassilaaiiy, 15. 85¢ 

P-1 ist 5 days use billing de- Field Sales Firm 
RNIN cic acarcntianeiiesnanciapataneiee MI i i 8. 74¢ 
I ssicininciceantniiiapinetimalipa OE TE, ccatiamndcieaieininl tina 9. 78¢ 

Interruptible Interruptible 

DD iscsi saa celia daca mee Te 8 eeenetee 8. 44¢ 
DOW Satinntadsdtiadcneihs 15. 85¢ H-2 Unallocated field sales_._tcté 8.19¢ 


(C) The increased rates and charges embodied in Colorado’s Second Revised 
Sheets Nos. 5 and 8 to FPC Gas Tariff Original Volume No. 1, Fourth Revised 
Sheet No. 2 to FPC Gas Tariff Original Volume No. 2 and First Revised Sheet No. 
2 to FPC Gas Tariff Original Volume No. 3 suspended by order issued August 
26, 1954, and put into effect in Docket No. G—2576 subject to undertaking to 
refund as of February 1, 1955 by order issued January 27, 1955 be and the same 
are hereby disallowed and it is ordered that such tariff sheets be and the same are 
hereby cancelled; and the increased rates and charges embodied in Colorado’s 
Second Revised Sheets Nos. 11 and 13, and First Revised Sheet No. 13g be 
and the same are hereby disallowed and it is ordered that such Tariff sheets 
are hereby cancelled. 
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(D) Within 45 days from the issuance of this order Colorado shall file with 
the Commission rate schedules consistent with this decision and order, and to 
be effective as of February 1, 1955 reflecting rates and charges for the future 
as follows: 

Rate Schedule, Docket No. G—2576 


Firm Monthly rate per Mcf Firm Monthly rate per Mcf 

Cl TN siti cineca ssi $0. 65¢ Field Sales 
5 WG Pais tcnninstean ee 8. 63¢ 
BRE etiicccendihcaaons Serer Te bo ae ie 9. 79¢ 

Interruptible 

ns i eee ae ee ee 15. 26¢ Interruptible 
BB Aiicddndcnvdeiscibtesientel 15.2¢¢ H-1 ------------------------- 8. 30¢ 
ae isiaisotetiicrnegs 15. 26¢ H-2 Unallocated field sales._._.._$ 8. 20¢ 


(E) Upon the filing of the rate schedule ordered by paragraph (B) above, 
Colorado shall make refunds in Docket No. G—2260 of the difference between 
the amounts paid Colorado by its jurisdictional customers who paid Colo- 
rado rates subject to undertaking to refund between January 1, 1954 and Feb- 
ruary 1, 1955 and the amounts which would have been paid had the rates in 
Paragraph (B) above been in effect. Such refunds shall be made with interest 
at 6 percent per annum from the date when payment was made to Colorado to 
the date of refund. Colorado shall pay all the costs of refunding. 

(F) Upon the filing of the new rate schedule ordered by paragraph (D) 
above Colorado shall make refunds in Docket No. G—2576 of the difference 
between amounts paid after February 1, 1955 and the amounts which would 
have been paid had the rates in Paragraph (D) above been in effect to the 
date of payment of the refund. Such refunds shall be made with interest at 
6 percent per annum from the date when payment was made to Colorado to 
the date of refund. Colorado shall pay all the costs of refunding. 

(G) Within 70 days from the date of issuance of this order Colorado shall 
report to the Commission in writing and under oath the details of its calcu- 
lations resulting in the refunds ordered pursuant to paragraphs (E) and (F) 
above, together with a copy of releases from its customers with respect to such 
refunds. 

(H) Upon compliance with the terms of this order the proceedings in Docket 
Nos. G-—2260 and G—2576 shall be terminated. 


SAMUEL BINDER, 
Presiding Examiner. 
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FEDERAL POWER COMMISSION 


APppENDIX C 


Test year! 


Distributor 


Billing Total 
demand sales 


Public Service Co. of Colorado: f f 
Proposed. 3, 025, 744 | 48, 495, 926 


520,170 | 6,759, 838 


1 Exhibit 54. 

2 Demand charge 81¢ per Mcf; commodity charge 8.5¢ per Mcf. 

# Demand charge 65¢ per Mcf; commodity charge 13.06¢ per Mcf. 
«4 Demand charge $1.54 per Mcf; commodity charge 19.5¢ per Mcf. 


Revenues 


G-2576 
I 
prescribed 
rates 3 Staff rate | Company 
exhibits as 


$6, 573,007 | $8,300,302 | $14, 116, 352 
1,727,295 | 7, 543, 345 

995,924 | 1,220,946 | 2,119, 230 
225,022 | 1, 123, 306 





FEDERAL 





POWER COMMISSION 


Docket No. G-2260 


ApPenpIx D 


Colorado Interstate Gas Company Computations To Determine the Profit or Loss on 












































Gasoline Plant Operations 
Cost of Nonjuris- 
distribu- dictional Total 
Particulars tion and | Other costs| Total cost excess realization 
transmis- of service | revenues | less trans- 
sion transmis- | portation 
sion sales 
(a) (b) (c) (d) (e) (f)=(c)+(e) 
Transmission system | 
RP ee ee $8, 926,641 |$13, 048, 672 ($21, 975, 313 |............ $13, 048, 672 
, FRR cacccucecescescsccesss 1, 182, 416 | 1,344,350 | 2,526,766 | ' $528, 004 1, 872, 354 
3. Total transmission.................-- 10, 109, 057 | 14, 393,022 | 24, 502,079 528, 004 14, 921, 026 
©, Fee i kde cecctnciccertcoiaesassinls 69. 056 2, 257, 174 EE enxitancananse 2, 257, 174 
A $10, 178, 113 |$16, 659, 196 |$26, 828, 309 | $528, 004 $17, 178, 200 
© casadebddsccenbicuisssnenedadguatasesin |$14, 921, 026 a i 
168, 457, 179 8.86¢/Mcf—Realization exclusive of transportation 
| Bivins | Four-Way Fritch Total 
7. Dry-gas output—Mel.................. | 34,778, 891 | 22, 992, 367 | 104, 235, 841 
-_ See 8. 86¢ at inteieainabenan 
9. Realization— Dry-Gas_......- $3, 081,410 | $2, 037, 124 $9, 235, 296 
Ge atavccncssincce 694, 400, 470 1, 495, 667 
11. _ Total realization...................-- $3, 776, 059 | $2, 437, 594 | $10, 730, 963 
12. Dry-Gas— Percent 81. 60 EET TamsendaniGan 
13. Gasoline Perel... ....<.ccscccecccceee- 18. 40 | | Se 
i i icetinceneepicracsinicis apenas } 100.00} = 100.00} 100.00 |... 
| Joint well 
Name of plant mouth and | Joint gaso- | Total joint | 
| gathering | line costs costs 
| costs 
‘<n 
i aera, 6s ceed | $1,524,348 | $229,625 | $1, 753, 973 | 
16. Gasoline... 1 48370 | 22,350 | © 170,720 |} $1, 924, 693 
17. Four-Way—Gas. .--.-.- , 032, 39,196 | 1,272,165 
18. re~O Gasoline. . . =o i} $1, 559, 025 
19. Fritch—Gas..........- 799, 869 | 
20. MN sche 157,256 |f $057, 125 
21. Total gasoline.... 614, 836 | 
22. Direct gasoline costs. .- | 274, 396 
23. Total costs assignable to gasoline.....|.........---|.-.----.---- Be eek ied CGN a cicvens 
SE. Apes GUONUIRG TONG asi ce. rtceinicccacilccnsssasasieniscssseiene 871, 338 |..........-- 
25. Net loss on gasoline operations.-..... Dresnonaanucy —e |------------| ($17, 894) | nuneaineeiabiel 








( ) Indicates red figure. 


1 Revenues $3,054,770; Cost $2,526,766; Difference $528,004, 
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Particulars 









(a) 
Transmission system 






Total transmission 
Field sales 








ot 


















7. Dry-Gas Output—Mef...............-- 

a Ea ae 

9. Realization—Dry Gas_................! 
10. Gasoline 








11. 
12, 
13. 


Dry-gas—Percent.....--...-........... 





FEDERAL POWER COMMISSION 


Docket No. G-2576 


Colorado Interstate Gas Company Computations to Determine the Profit or Loss on 
Gasoline Plant Operations 


pouncwonenie 49, 071,995 | 36, 765, 131 | 21,716,790 | 107, 553, 916 
iene abi 8. 99¢ 8. 99¢ ©. SE fecncecsanccs 
sn iaaeipens sah $4, 411, 572 | $3,305, 185 | $1,952,339 | $9, 669, 096 
pmiwneweouen 425, 599 742, 368 370, 418 1, 538, 385 
pacenninenct $4, 837,171 | $4,047, 553 | $2,322,757 | $11, 207, 481 
peaabemoniics 91. 20 81. 66 Od, 
schaicln aera 8. 80 18. 34 15. 95 















Cost of Nonjuris- 
distribu- dictional Total 
tion and | Other costs} Total cost excess realization 
transmis- of service | revenues | less trans- 
sion transmis- | portation 
sion sales 


$9, 189,835 |$14, 662,096 |$23, 851,931 |............ $14, 662, 096 
976, 712 1, 313, 975 2, 290, 687 | | $883, 660 2, 197, 635 
10, 166, 547 15, 976, 071 | 26, 142, 618 | 883, 660 | 16, 859, 731 


60, 616 


2, 035, 726 


18, 895, 457 











16,859,731 


187,405,444 2 99F/ Mcf Realization Exclusive of Transportation 








Bivins 


Four-Way Fritch 





Total 























Name of plant 










Gasoline 







DR i éccnimsakcaecneese 









I dail ct ited cioesiasniact 
. Direct gasoline costs. .................. 


23. 
24, 
me 

25. 








Total costs assignable to gasoline....- 
Applicable gasoline revenues 











Net profit on gasoline operations...-.. | 


A nceicncinuaimpeinntecmcnne 


Cee eae $1, 647,064 | $228,313 | $1,875,377 
22) 030 180, 957 

238,695 | 1,355, 836 

53, 609 304, 507 

119, 268 796, 574 








1 Revenues $3,174,347; Cost $2,290,687; Difference $883,660. 


100. 00 





100. 00 












Joint 
mouth and | Joint gaso- | Total joint 
gathering | line costs costs 
costs 






22, 633 151, 164 


| $636, 628 
279, 461 








916, 089 | 
925, 217 


$9, 128 | 
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FEDERAL POWER COMMISSION 1107 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and Arthur Kline. 


SUNRAY MID-CONTINENT OIL COMPANY, DOCKET NO. G-122T1 
BUFFALO OIL COMPANY, DOCKET NO. G-—12214 
WARREN PETROLEUM CORPORATION, DOCKET NO. G—12215 
UNITED GAS PIPE LINE COMPANY, DOCKET NO. G—1227 


ORDER DENYING APPLICATION FOR REHEARING 
(Issued June 21, 1958) 


On May 29, 1958, Sunray Mid-Continent Oil Company (Sunray), an independ- 
ent producer natural-gas company, filed an application for rehearing of our 
order issued May 9, 1958, 19 F. P. C. 618, modifying and affirming the initial 
decision of the presiding examiner herein. Under the presiding examiner's 
decision issued February 3; 1958,'certificates of public convenience and necessity 
would issue to Sunray and two other producers and a pipeline company pur- 
chaser authorizing, among other things, certain sales of natural gas by the 
producers in the Ridge field in southern Louisiana. For the reasons stated 
in our order, we affirmed the examiner including, first, his refusal to attach 
rate conditions to the producers’ certificates; and second, his refusal to issue 
certificates to the producers limited in duration to 20 years, the term of the 
gas sales contract between the producers and the pipeline purchaser. 

Sunray’s objections run to the second of these holdings. In essence, the com- 
pany advances four arguments. First, it argues that, since the gas sales con- 
tract is for a stated quantity of gas to be produced during a specific term of 
years and since the certificate would authorize the sale for an unlimited term, 
the Commission would thereby require Sunray to sell more gas than either 
the company seeks permission to sell or is obligated to sell under the contract, 
which is said to be beyond the Commission’s powers under Section 7 (e). 

Second, Sunray argues that by thus requiring the company to sell more of 
its gas than it proposes to sell, the Commission would require the company to 
give up control of a part of its capital assets not even subject to the contract, 
and require the investment of additional capital assets, which is said to be un- 
authorized under law and contrary to the Commission’s policy of noninterfer- 
ence with managerial judgment as to the terms under which the company will 
devote its assets to jurisdictional service.’ 

Third, Sunray argues that the Commission’s requirement that the certificate 
be for an unlimited term instead of the 20-year term proposed by the company 
constitutes in effect the imposition of a condition, but that there is no finding 
that this condition is required by public convenience and necessity under Section 
7 (e) nor is there any substantial evidence to support such a finding. In this 
connection the company argues that the real basis for the condition is Section 
7 (b) forbidding abandonment without Commission authority but that this sec- 
tion is not involved in this proceeding in any way. 

And fourth, Sunray argues that the Commission, in concluding to condition 
the certificate as above, has imposed on the company the burden of justifying the 
sale of additional volumes of gas for an unlimited term, even though not Sunray 
but some other is the proponent of such a requirement. This is said to be fal- 


1 Sunray cites Matter of Panhandle Eastern Pipe Line Co., et al., 15 FP. P. C. 46 (1956) 
and Central West Utility Co. v. F. P. C. 247 F. 2d 306. 
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lacious as well as contrary to Section 7 (c) of the Administrative Procedure 
Act which, it is argued, imposes on the proponent of a condition the burden 
thereof. 

We think that, in principle, these contentions are answered in the examiner’s 
decision and our order thereon. Although we are authorized to grant a cer- 
tificate for a limited term, the record must establish that the present or future 
public convenience and necessity require such a provision in the certificate, just 
as it must support the other features of the proposed project. See Sunray Mid- 
Continent Oil Co. v. F. P. C., 239 F. 2d 97 (1956), reversed and remanded on 
other grounds, 353 U. S. 944 (1957). In considering this question it is not only 
proper but essential to take into account the implications of the policies em- 
bodied in the complementary provisions of Section 7 (b). The Act should be 
interpreted as a whole, so as to give effect to rather than defeat its interrelated 
provisions and purposes. 

Accordingly, in our view, there is no basis in fact for Sunray’s first two argu- 
ments, which are premised on the assertion that the company is required to 
render service in excess of that called for by the contract. The extent of the 
service the company must ultimately render will be determined at some future 
time if and when it seeks permission to abandon service, a matter which we can- 
not and should not attempt to anticipate in this case. 

However, we can and do conclude on the facts of the present record, as dis- 
cussed by the presiding examiner, and in the light of the Act’s provisions, that 
the public convenience and necessity require that the sale proposed by Sunray 
herein be authorized only without the 20-year limitation proposed by the 
company. 

In view of the above, the company’s further arguments that, inter alia, our 
rejection of the proposed limitation constitutes an unauthorized and unsupported 
“condition”, and that we erred in concluding that the authorization granted Sun- 
ray constitutes only a “part” of the “service” “covered by the applications” under 
Section 7 (e), are immaterial to the result and need not be considered further. 

Nor do we think questions involving who has the burden of proof or the bur- 
den of going forward with the evidence have much practical importance at this 
juncture. It suffices that, as stated in our earlier order, the burden is on the 
applicant to support a limitation of term in a certificate, just as it is to sustain 
the other features of the project proposed. And we think that regardless of on 
whom the burden may rest, the Commission may, on its own behest and by con- 
dition or otherwise, properly issue a certificate denying a requested time limita- 
tion on the proposed. service in a case where, as here, the issue was fully heard, 
a complete record was made thereon, and the law and the facts permit no other 
result. 


The Commission further finds: 


The assignments of error and grounds for rehearing contained in the applica- 
tion for rehearing filed by Sunray Mid-Continent Oil Company herein set forth 
no new facts or principles of law which were not fully considered by the Com- 
mission when it adopted its above-described order issued May 9, 1958, or which 
having now been considered warrant any change or modification of said order. 


The Commission orders: 


The application for rehearing of the Commission’s order issued May 9, 1958, 
filed herein by Sunray Mid-Continent Oil Company on May 29, 1958, is hereby 
denied. 











al 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and John B. Hussey. 


PACIFIC POWER & LIGHT COMPANY, DOCKET NO. E-6822 
SUPPLEMENTAL ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued June 25, 1958) 


By order issued June 11, 1958, 19 F. P. C. 922, in the above-entitled matter, the 
Commission authorized Pacific Power & Light Company (Applicant) to issue 
and sell at competitive bidding $20,000,000, principal amount of First Mortgage 
Bonds, Series due 1988, subject, among others, to the provisions as set forth 
in Paragraph (B) of that order as follows: 

(B) The proposed issuance and sale of Bonds at competitive bidding 
shall not be consummated until: 

(i) Applicant shall have amended its application pursuant to the re- 
quirement of Section 34.2 (k) (3) of the Commission’s Regulations under 
the Federal Power Act relating to compliance with competitive bidding 
requirements and Section 34.2 (k) (4) of those Regulations relating to 
affiliation, and shall have either filed such amendments or shall have 
mailed them and advised the Commission by telephone and telegram as 
contemplated by Section 34.9 of the Regulations. 

(ii) The Commission shall have approved the price to be received by 
Applicant for the Bonds and the interest rate thereof, by a further order. 

Applicant, on June 24, 1958, filed an amendment, pursuant to the require- 
ments of the aforementioned Commission order, setting forth, among other 
things, that it proposes to accept, as providing the lowest annual cost of 
money to it, the joint bid of Eastman Dillon, Union Securities & Co. and 
Kidder, Peabody & Co. to purchase the proposed issuance of $20,000,000, prin- 
cipal amount of Bonds, for the price of 99.016% of principal amount, with an 
interest rate of 434% per annum. 


The Commission finds: 


(1) Applicant has satisfactorily complied with the requirements of Para- 
graph (B) of the Commission’s order issued June 11, 1958, in the above-entitled 
matter, and under the bid it proposes to accept for the Bonds, the price to 
be received by Applicant therefor and the interest rate thereof are reasonable. 

(2) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance of service by Applicant as a public utility and which 
will not impair its ability to perform that service, and is reasonably appro- 
priate for such purposes. 


The Commission orders: 


(A) The price to be received by Applicant for the proposed Bonds and the 
interest rate thereof under the bid referred to above are approved as reasonable. 

(B) The proposed issuance and sale of Bonds referred to above, upon the 
terms and conditions, and for the purposes specified in the application, as 
supplemented by the amendment referred to above, are authorized subject only 
to the provisions of Paragraphs (A), (C), (D), and (E) of the Commission’s 
order issued June 11, 1958, in the above docket. 


554728—61—_—-72 





1110 FEDERAL POWER COMMISSION 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and John B. Hussey. 


NORTHERN STATES POWER COMPANY, DOCKET NO. E-6825 
ORDER AUTHORIZING THE ISSUANCE OF FIRST MORTGAGE BONDS 
(Issued June 25, 1958) 


Northern States Power Company (Applicant), incorporated under the laws 
of the State of Minnesota and qualified to do business as a foreign corporation 
in the States of North Dakota and South Dakota, with its principal place of 
business in Minneapolis, Minnesota, filed an application on May 29, 1958, as 
amended June 16, 1958, for an order, pursuant to Section 204 of the Federal 
Power Act, authorizing the issuance and sale at competitive bidding of 
$30,000,000, principal amount of First Mortgage Bonds, Series due 1988. 

Applicant proposes to issue the Bonds under its Trust Indenture, dated as of 
February 1, 1937, as heretofore supplemented and as to be further supplemented 
by a proposed new Supplemental Trust Indenture to be dated as of July 1, 1958. 

On or about July 1, 1958, Applicant proposes to invite sealed, written bids 
for the purchase of the Bonds by newspaper publication and by distribution 
of a Form of Proposal, together with a statement of terms and conditions 
relating thereto and a form of purchase contract. All bids, whether from a 
single bidder or a group of bidders, must be for the purchase of the entire 
issuance of Bonds and must be on the Form of Proposal provided by Applicant, 
signed by the bidder or by the Representative, in the case of a group of bidders. 
Each bid must specify (1) the interest rate to be borne by the Bonds, which 
rate shall be a multiple of 4% of 1 percent; (2) the price exclusive of accrued 
interest to be paid to Applicant for the Bonds, which price shall be not less than 
99% nor more than 102%4% of the principal amount thereof; and (3) that 
Applicant shall be paid the amount of the accrued interest on the Bonds from 
July 1, 1958, to the date of payment therefor and delivery thereof. 

Unless postponed, all bids for the purchase of the proposed issuance of Bonds 
must be presented to Applicant at Room 1100, 231 South LaSalle Street, Chicago 
4, Illinois, at or before 10:00 A. M., Central Daylight Saving Time, on July 
8, 1958. Unless Applicant shall reject all bids (which it reserves the privilege to 
do) or shall exclude a bid or bids for reasons specified in the statement of terms 
and conditions, it will accept the bid which provides the lowest annual cost 
of money to it. Each bid must be accompanied by a certified or bank cashier's 
eheck or checks, payable in Chicago or New York Clearing House funds, in the 
aggregate amount of $900,000. 

Applicant states that the proceeds to be obtained from the proposed issuance 
of Bonds will be utilized to (1) redeem, on August 15, 1958, the $18,000,000, 
principal amount of its First Mortgage Bonds, Series due 1987, now outstand- 
ing,* and (2) carry forward, in part, its present construction program, which 
is estimated to require expenditures of approximately $43,900,000 for the year 
1958. The chief items included within the aforementioned amount consist of 
$11,948,000 to be applied on installation of 156,000 kw Unit No. 6 in Applicant's 
High Bridge steam-electric generating station, scheduled for operation in 1959; 
$18,452,000 for further additions and improvements to electric generation, 


*By order issued July 31, 1957, as supplemented by order issued August 13, 1957, Im the 
Matter of Northern States Power Company, Docket No. E—6763, the Commission authorized 
Applicant to issue and sell $18,000,000, principal amount of First Mortgage Bonds, at 
competitive bidding. The Bonds were issued on August 22, 1957. 
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transmission, distribution, and substation facilities; and $4,278,000 for gas 
production and distribution facilities. 

Written notice of the application has been given to the Minnesota Railroad 
and Warehouse Commission, the North Dakota Public Service Commission, the 
South Dakota Public Utilities Commission, and the Wisconsin Public Service 
Commission, and to the Governor of each of those States. Notice has also been 
given by publication in the Federal Register on June 11, 1958 (23 F. R. 
4108-9), stating that any person desiring to be heard or to make any protest 
with reference to the application should file a petition or protest on or before 
June 23, 1958, with the Federal Power Commission, Washington 25, D. C. No 
protest, petition or request to be heard in opposition to the granting of the 
application has been received. 

By order dated June 6, 1958, the North Dakota Public Service Commission 
approved the proposed issuance of $30,000,000, principal amount of Bonds, in 
the manner and for the purposes described above. 


The Commission finds: 


(1) Applicant, a corporation, is a public utility within the meaning of Sec- 
tion 204 of the Federal Power Act, subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued Septem- 
ber 1, 1955, In the Matter of Northern States Power Company, Docket No. 
E-6637. 

(2) The proposed issuance and sale of Bonds, as described above, will con- 
stitute an issuance of securities within the purview of Section 204 of the Act. 

(3) Applicant is not organized and operating in a State under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204 (f) of the Act; and the proposed issuance of securi- 
ties is, therefore, not exempt by virtue of that Section from the requirements of 
Section 204 of the Act. 

(4) The proposed issuance and sale of Bonds, as hereinafter authorized, will 
be for a lawful object, within the corporate purposes of Applicant and compati- 
ble with the public interest, which is appropriate for and consistent with the 
proper performance by Applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for such 
purposes. 

(5) The public notice given the aforesaid application is reasonable. 

The Commission orders: 


(A) The proposed issuance and sale of Bonds, upon the terms and conditions 
and for the purposes specified in the application, as described above are author- 
ized, subject to the provisions of this order. 

(B) The proposed issuance and sale of Bonds at competitive bidding shall not 
be consummated until: 

(i) Applicant shall have amended its application pursuant to the require- 
ments of Section 34.2 (k) (3) of the Commission’s Regulations under the Fed- 
eral Power Act relating to compliance with competitive bidding requirements, 
and Section 34.2 (k) (4) of those Regulations relating to affiliation, and shall 
have either filed such amendments or shall have mailed them and advised the 


Commission by telephone and telegraph, as contemplated in Section 34.9 of the 
Regulations. 


(ii) The Commission, by further order, shall have approved the price to be 


received by Applicant for the proposed issuance of Bonds and the interest rate 
thereof. 
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(C) This authorization shall expire untess the transaction hereby authorized 
is consummated within 90 days from the date of issuance of this order. 

(D) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission. 

(E) Nothing in this order shall be construed to imply any guarantee or obli- 
gation on the part of the United States with respect to any securities to which 
this order relates. 














Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 










PERMIAN BASIN PIPELINE COMPANY, DOCKET NO. G-1928 
ORDER MODIFYING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 25, 1958) 




































On May 26, 1958, Permian Basin Pipeline Company (Permian), applied to the 
Commission inter alia for a modification of the condition contained in its Certif- 
icate of Public Convenience and Necessity issued May 1, 1953, In the Matter of 
Permian Basin Pipeline Company, et al., Docket No. G-1928, et al., Opinion No. 
249, 12 FPC 85, 99-100, 103. The condition in question is as follows (12 FPC 
103) : 

Permian shall file, at least 60 days prior to inception of the service herein 
authorized, an appropriate gas tariff satisfactory to the Commission and 
in conformity with our findings herein, including a rate schedule providing 
for a rate based upon a cost of service formula in which the rate of return 
shall not exceed 6 percent, and which shall make provision for excluding 
from cost of service all costs of gas paid for but not taken. 

On May 26, 1958, Permian also filed revisions to its FPC Gas Tariff, Original 
Volume No. 1, proposing increases in its charges to Northern Natural Gas Com- 
pany, based inter alia on its claim for a 6.5 percent annual rate of return and 
associated taxes. 

Permian, alleging need for higher rate of return to attract capital, requests 
that the above quoted phrase of its Certificate of Public Convenience and Neces- 
sity “in which the rate of return shall not exceed 6 percent” be eliminated ; and 
that in substitution therefor, Permian be allowed to file a “rate schedule pro- 
viding for a rate based upon a cost of service formula in which provision is 
made for excluding any costs pertaining to gas paid for but not taken from 
its gas suppliers.” 

As it appears from our order issued contemporaneously herewith, providing 
for a hearing and suspending Permian’s proposed revised tariff sheets filed May 
26, 1958, the increased rates and charges tendered by Permian have not been 
shown to be justified. As there indicated, it has not been established that 
Permian requires a rate of return higher than the existing 6% rate. However, 
it appears appropriate to modify the original certificate order issued herein to 
the end that Pemian may be allowed to show in rate proceedings its claim in 
support of a rate of return in excess of the 6% rate prescribed by such original 
certificate. 


The Commission finds: 


The order of May 1, 1953, issuing to Permian a Certificate of Public Con- 
venience and Necessity, as amended, should be further amended to qualify the 
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limitation requiring that Permian’s rate schedule be based upon a cost of service 
formula “in which the rate of return shall not exceed 6 percent” to the end that 
such limitation may be amended or changed in proceedings before the Commis- 
sion involving Permian’s just and reasonable rates. 


The Commission orders: 
The order of the Commission dated May 1, 1953, In the Matter of Permian’s 
Basin Pipeline Company, et al., as amended, is hereby modified by adding the 


following sentence to paragraph (C) (4): “The gas tariff so filed shall remain 
in full force and effect until amended or changed in a proper proceeding.” 





Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck and Arthur Kline. 


AMERICAN LOUISIANA PIPE LINE COMPANY, DOCKET NO. G-2306 
TEXAS GAS TRANSMISSION CORPORATION, DOCKET NO. G-23811 
MICHIGAN WISCONSIN PIPE LINE COMPANY, DOCKET NO. G-—2327 
MICHIGAN CONSOLIDATED GAS COMPANY, DOCKET NO. G-2328 
LINCOLN NATURAL GAS COMPANY, INC., DOCKET NO. G-9270 
ILLINOIS POWER COMPANY, DOCKET NO. G-92938 
CITY OF ALEDO, ILLINOIS, DOCKET NO. G-9620 
OHIO VALLEY GAS CORPORATION, DOCKET NO. G-9697 


ORDER DENYING APPLICATION FOR REHEARING 


(Issued June 25, 1958) 


























On May 29, 1958, Michigan Wisconsin Pipe Line Company and American 
Louisiana Pipe Line Company’ filed an “Application for Reconsideration or, in 
the Alternative, for Rehearing”? of the Commission’s “letter-order”* of May 1, 
1958, which (1) rejected Michigan Wisconsin’s and American Louisiana’s mo- 
tion, filed April 1, 1958, requesting that Paragraph (E) (ii) of the Commis- 
sion’s order accompanying its Opinion No. 291, issued May 7, 1956, 15 F. P. C. 23, 
be modified so as to permit Michigan Wisconsin's present distributing-company 
customers to attach the 18,751 additional space-heating consumers which they 
expect to connect during the year 1958, and (2) rejected the proposed Ninth Re- 
vised Sheet No. 16B to Michigan Wisconsin’s FPC Gas Tariff, Original Volume 
No. 1, also filed April 1, 1958, which would have permitted the attachment of the 
afore-mentioned space-heating consumers. 

In support of their application, Petitioners state that neither of the reasons 
given by the Commission for rejection of their motion and proposed tariff re- 
vision has any possible basis. These reasons were (1) that Petitioners’ Mo- 
tion for Modification was, in effect, a motion to amend the application in the 





1 Hereinafter referred to, individually, as “Michigan Wisconsin” and “American Louisi- 
ana”, respectively, or, jointly, as “Petitioners”. 

2 Hereinafter referred to as “application”; since neither the Natural Gas Act nor the 
Commission’s Rules of Practice and Procedure provides for the filing of any pleading 
known as an “Application for Reconsideration”, the instant pleading must necessarily be 
treated as an application for rehearing. 

* Hereinafter referred to as “order”; this “order” was actually a letter, dated May 1, 
1958, addressed to Michigan Wisconsin and signed by the Secretary of the Commission 
“By direction of the Commission”. 
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proceedings in Docket Nos. G-—2306, e¢ al., and as such, was contrary to the 
express provisions of the Commission’s order of March 29, 1957, 17 F. P. C. 461, 
and (2) that the gas supply necessary to support the proposed increase in 
space-heating consumers had not been shown to be available. 

Petitioners say that since the Commission has in several subsequent orders 
modified its original order accompanying Opinion No. 291 and since that Opinion 
stated that it was in the public interest to allow Michigan Wisconsin to meet 
the needs of its present customers, that the Commission has already recognized 
that filings such as those rejected are not prohibited by the Commission’s order 
of March 29, 1957. 

Petitioners further allege that the volumes of gas reserved in the order accom- 
panying Opinion No. 291 were reserved to insure that there would be a sufficient 
supply of gas available from American Louisiana’s initial capacity to supply 
the requirements of the proposed new markets. Petitioners then say that the 
evidence presented in the proceedings in Docket Nos. G—2306, et al., has estab- 
lished the exact requirements of the new markets at 31,468 Mcf per day. Thus, 
Petitioners conclude, the Commission could permanently allocate to Michigan 
Wisconsin the 8,219 Mcf necessary for the attachment by its distributing- 
company customers of 18,751 space-heating consumers, could authorize service 
to all the proposed new markets and there would still be left over nearly 20,000 
Mcf of American Louisiana’s initial capacity. 

Under these circumstances, Petitioners say that the Commission’s order com- 
plained of is not supported by adequate findings, is based upon erroneous con- 
clusions, is arbitrary and unreasonable and aggrieves the Petitioners. 

A review of the order accompanying Opinion No. 291, the Opinion itself, and 
the orders issued thereafter in those proceedings will show that there is no merit 
whatsoever to any of Petitioners’ contentions. 

After allocating the initial capacity of approximately 300,000 Mcf per day of 
American Louisiana between Michigan Wisconsin and Michigan Consolidated 
Gas Company,‘ Paragraph (E) (i) and (ii) of the order accompanying Opinion 
No. 291 provided as follows: 

(E) As conditions attached to the exercise of the rights granted Michigan 
Wisconsin under paragraphs (B) and (C) herein: 

(i) Michigan Wisconsin shall construct and operate such additional 
facilities and render such additional service as the Commission may here- 
after determine, on the basis of the record in these or related proceedings, 
to be required by the public convenience and necessity.® 

(ii) Michigan Wisconsin shall impose provisions in its tariff which will 
limit the number of space-heating customers of its present distributing-com- 
pany customers, except Michigan Consolidated, to the number which each 
distributing company has shown in these proceedings to be the total it ex- 
pects to connect as of January 1,1958 * * *. 

To carry out the objectives expressed in Paragraph (E) (i), supra, the Com- 
mission on May 7, 1956, issued an order reconvening the hearing in these pro- 
ceedings on May 21, 1956, for the purpose of receiving further evidence respect- 
ing the requirements of interveners and applicants under Section 7 (a) of the 
Natural Gas Act seeking gas from Petitioners for distribution to new markets 
not competitive with service proposed by Midwestern Gas Transmission Com- 
pany ° in Docket No. G-9451 or with any other natural-gas company. Upon the 
conclusion of this hearing, by the Commission’s order issued September 4, 1956, 


* Hereinafter referred to as “Michigan Consolidated”. 


* Emphasis is supplied throughout this order unless otherwise indicated. 
* Hereinafter referred to as “Midwestern”. 
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Michigan Wisconsin and American Louisiana were directed to serve a number 
of additional municipalities and distributing companies. Authorizing service to 
these distributing customers required a further modification of the allocation 
of American Louisiana’s initial capacity of 300,000 Mcf per day. 

In the afore-mentioned order of September 4, 1956, the Commission allowed 
the St. Joseph Light and Power Company‘ and the Paris-Henry County Public 
Utility District * leave to file additional evidence in support of their proposals. 
These parties ultimately made additional filings, which were unopposed, and 
the Commission, by orders issued February 21, 1957 and May 9, 1957, directed 
Michigan Wisconsin and American Louisiana, respectively, to supply gas to St. 
Joseph for resale in the Communities of Maitland and Mound City, Missouri, 
and to render service to Paris-Henry. Both of these orders also made a further 
redistribution of the initial capacity of American Louisiana. 

The following tabulation sets forth the successive changes in allocation of 
the initial capacity of American Louisiana brought about by the various orders 
which have been issued in these proceedings : 














Order Permanent allocation Temporary allocation Total 
(in Mef per day) (in Mef per day) (Mef/day) 
Order accompanying Opinion | Mich-Con abi 135,000 | Mich-Con ae 65, 000 
No. 291 issued May 7, 1956. Mich-Wis “a 85,000 | Mich-Wis 15, 000 
Total__.........| 220,000 Bete. scndarias 80, 000 300, 000 
Order issued Sept. 4, 1956_.....| Am-La.!___...... 2, 100 | 
Mich-Con c | 146,000 | Mich-Con nicl I Fai ccctnettone 
| Mich-Wis ‘ 90,000 | Mich-Wis | 9, 300 
Total ncaaadt AL SC a cactncan 61, 90K 300, 000 
Order issued Feb. 21, 1957___- Am.-La.! an 2,100 | 
Mich-Con 146,000 | Mich-Con ae 52, 600 be 
| Mich-Wis- _...... 90, 515 | Mich-Wis — OTD lace canticosce 
| ee 238, 615 ek 61, 385 300, 000 
Order issued May 9, 1957__..-- Am.-LA.1!____._- 3, 600 | 
Mich-Con oe 146,000 | Mich-Con-_-_._-..-- SOD bh etasetiaas 
| Mich-Wis Mich-Wis___--- 8, 285 
| —— — ——__—__— —— 
RO casaciingen | | 59,885 300, 000 





1 Average day allotment for other customers of American Louisiana. 

All of the orders mentioned above were issued upon the basis of evidence 
introduced at the hearing on the noncompetitive aspects of Petitioners’ appli- 
cations, or upon the basis of evidence received by reopening the record in these 
proceedings to admit evidence pursuant to the Commission’s order of Septem- 
ber 4, 1956, which had given St. Joseph and Paris-Henry permission to file addi- 
tional evidence in support of their proposals. Thus, every Commission order 
since Opinion No. 291 which has affected the allocation of American Louisiana’s 
initial capacity has been issued pursuant to Paragraph (BE) (i), quoted supra, 
providing that Michigan Wisconsin shall “* * * render such additional service 
as the Commission may hereafter determine, on the basis of the record in these 
or related proceedings * * *”. Although one of these orders was issued May 9, 
1957, after the Commission’s order of March 29, 1957, which consolidated Peti- 
tioners’ applications with those of Midwestern for a comparative hearing, 
the evidence upon which that order was based was submitted on October 4, 1956, 


7 Hereinafter referred to as “St. Joseph’’. 
8 Hereinafter referred to as ‘‘Paris-Henry”. 
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as supplemented on February 1 and March 25, 1957, pursuant to the suggestion 
contained in the Commission’s order of September 4, 1956. 

On page 10 of their application Petitioners refer to the fact that the Commis- 
sion stated in Opinion No. 291 that “* * * deferral of decision on the question 
of the sales of natural gas by American Louisiana and Michigan Wisconsin to 
meet existing needs of present customers of Michigan Wisconsin * * * until such 
uncertain future time as the questions raised by Midwestern’s proposed service 
to new markets in Wisconsin are ripe for determination, would work a very 
real hardship on those present customers and the gas consuming public in this 
area, and would otherwise be contrary to the public interest”. Petitioners then 
allege that “the same situation prevails today and since the requirements of the 
new markets are now definitely established there is no possible justification 
for denying the present markets the opportunity to utilize a portion of the 
excess reserved volume for the ‘orderly development’ of their service’. (Empha- 
sis here is that of Petitioners. ) 

As Petitioners well know, the same situation does not prevail today because 
when Opinion No. 291 was written the Commission had before it Michigan Wis- 
consin’s application requesting a certificate authorizing the construction and 
operation of facilities necessary to serve both competitive and noncompetitive 
markets. The reason for the Commission’s statement about not deferring to 
the uncertain future the needs of the present customers was that the Commis- 
sion was thereby endeavoring to provide a means for disposing of the noncom- 
petitive portions of Petitioners’ applications so that Petitioners’ existing cus- 
tomers would not suffer the hardship of having to await final determination 
upon the competitive aspects of Michigan Wisconsin’s application before addi- 
tional space-heating consumers could be attached. For that reason the order 
accompanying Opinion No. 291 permitted Michigan Wisconsin to construct the 
facilities necessary to serve its present distributing-company customers and 
permanently allocated that volume of American Louisiana’s capacity to Michigan 
Wisconsin which was necessary for supplying those customers with gas. 

Having disposed of the noncompetitive aspects of Petitioners’ applications 
in Opinion No. 291 and the orders subsequent thereto as described herein, the 
Commission issued an order on March 29, 1957, in which the Petitioners’ pro- 
posals which are competitive with Midwestern’s applications were consolidated 
with other competitive proposals for purposes of hearing in a consolidated pro- 
ceeding under the heading of Docket Nos. G—2306, et al., but including none of 
the dockets involved in Opinion No. 291 except those of Petitioners. When 
counsel for Petitioners presented Petitioners’ direct case in the comparative 
hearing he stated at page 1882 of the transcript : 

As I indicated in my opening statement at the start of this hearing, 
American Louisiana pursuant to orders of the Federal Power Commission, 
including its Opinion 291 in Docket No. G—2306, was certificated and has 
installed some 59,885 Mcf per day of capacity [which] under the Commission’s 
orders is reserved for possible service to the new markets including the so- 
called competitive markets with which we are primarily concerned here. 

Later, during cross-examination, the presiding examiner made the following 
remark to counsel for Petitioners at transcript page 6958: 

And as I said a while ago, you have to go on the basis of the order 
governing this proceeding, rather than prior Commission orders and opin- 
ions, because if there is a difference between the two, it is the Commission 
order setting this matter down for hearing, for a comparative hearing, and 
not the prior orders and Commission opinions that would control it. 
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To the foregoing comment of the examiner, counsel for Petitioners made the 
following reply at transcript page 6959: 

But I really say, and I say this most sincerely, that if you read the 
Commission’s opinion 291, which after all is in this docket, G—-2306, the first 
one that we have here, you can’t—at least I can’t—come to any other con- 
clusion, than the conclusion that the Commission intended, that these 
people would have prior call on the reserve gas regardless of how the re- 
quirements of the present market has increased. 

And my point is that, therefore, that makes any inquiry into the present 
markets in this consolidated proceeding immaterial and irrelevant, because 
it doesn’t make any difference. 

The foregoing statements of counsel indicate that Michigan Wisconsin is 
relying upon the reserved capacity of American Louisiana for its gas supply in 
its application in Docket No. G—9850 which is a part of the comparative proceed- 
ings. A pipeline applicant’s gas supply is one of the most important aspects 
of its application because no applicant can hope to receive a certificate from 
the Commission unless it proves that it has an adequate supply of gas to meet 
the present and future demands of the markets proposed in its application. 

Paragraph (E) of the Commission’s order of March 29, 1957, provided, 
“After 15 days from the date of issuance of this order no further amendment, 
supplement, modification, or additional interdependent application relating to 
any of the applications listed * * *” in the order would be accepted for filing 
pending hearing and determination on the applications consolidated by the 
order. If Petitioners were relying for a gas supply upon leases in a gas field 
from which they expected to receive an average daily delivery of 59,885 Mcf 
per day to meet the requirements of proposed new markets, and if, after the 
hearing on their application was over, they were to file a motion requesting 
that 8,219 Mcf of the contemplated delivery from those leases should be used 
to meet the increased requirements of present customers, there is no doubt 
but that such a proposal would amount to an amendment of their application. 
When Petitioners stated in the comparative hearing that they were relying 
upon the reserved capacity of American Louisiana to meet the requirements 
of the proposed new markets, and then, after the hearing was over, requested 
that 8,219 Mcf of this reserved capacity be permanently allocated to Michigan 
Wisconsin so as to meet the increased requirements of Michigan Wisconsin’s 
distributing-company customers, Petitioners clearly, in effect, filed a motion to 
amend the application in Docket No. G—9850. 

As the Petitioners know, the examiner has not rendered a decision on the 
competitive aspects of the dockets involved in the comparative hearing and 
it is the examiner’s prerogative to formulate his decision in the comparative 
proceedings solely upon the record as presented by all the parties who par- 
ticipated therein. The examiner could never rely upon the evidence presented 
at the hearing if the Commission were to vary the gas supply of the applicants 
from time to time upon the basis of collateral filings which are not even a part 
of the record before the examiner. 

The facts hereinbefore stated indicate beyond doubt that: (1) the Commis- 
sion’s order rejecting the Petitioners’ motion for modification was supported 
by adequate findings even though those findings were not detailed in the letter 
of rejection; (2) the Commission’s action subsequent to the issuance of Opinion 
No. 291 has been entirely consistent with the outline of procedure provided for 
therein; and (3) there was nothing arbitrary or unreasonable about the Com- 
mission’s rejection of Petitioners’ filings by the order of May 1, 1958, because 
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that order simply carried out the policy which the Commission had clearly 
announced in its Opinion No. 291 and the order of March 29, 1957. 

Petitioners are not aggrieved by the Commission’s order of May 1, 1958, be- 
cause they have known since May 7, 1956, when Opinion No. 291 was issued, 
that the number of space-heating consumers which their then-existing distrib- 
uting-company customers could attach was limited to the number which those 
distributing-company customers expected to connect as of January 1, 1958. 
Petitioners apparently knew what portion of the 59,885 Mcf reserved for the 
new markets would actually be required for such service. Paragraph (D) of 
the Commission’s order issued March 29, 1957, gave Petitioners 15 days within 
which to file “Any further amendment, supplement, modification [or] change 
* * *” to their applications which had been consolidated in the comparative pro- 
ceedings. Michigan Wisconsin could have amended its application in Docket No. 
G-9850 to provide for a request to increase service to its present distributing- 
company customers. Upon the basis of a full presentation as to the require- 
ments of its present customers and the proposed new customers, Michigan 
Wisconsin would now have a basis upon which to request authorization to meet 
the needs of its present customers in the manner provided for by Paragraph 
(E) (i) of the order accompanying Opinion No. 291. 

Petitioners, however, knowing that a limitation had been placed upon the 
attachment of space-heating consumers after January 1, 1958, elected to await 
the outcome of the comparative hearing without endeavoring to interject into 
the consolidated proceedings a plea and supporting evidence to prove that some 
of the gas reserved for the new markets might, in reality, be released at this 
time for the attachment of additional space-heating consumers by Michigan 
Wisconsin’s present distributing-company customers. 


The Commission finds: 


The grounds for rehearing do not present any questions of fact or principles 
of law which either were not fully considered by the Commission when it 
issued its letter of rejection of May 1, 1958, or which having been considered 
warrant any change in, or modification of, such letter. 


The Commission orders: 


The application for rehearing filed by Petitioners on May 29, 1958, is hereby 
denied. 





Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and John B. Hussey. 


THE SUBURBAN FUEL GAS, INC., DOCKET NO. G-14715 
FINDINGS AND ORDER DIRECTING SALE AND DELIVERY OF NATURAL GAS 
(Issued June 25, 1958) 


On March 21, 1958, as supplemented on May 1, 1958, The Suburban Fuel 
Gas, Inc. (Suburban) filed an application, pursuant to Section 7 (a) of the 
Natural Gas Act, for an order directing The Ohio Fuel Gas Company (Ohio 
Fuel) to establish a physical connection of its natural gas transportation fa- 
cilities with the proposed transmission and distribution system of Suburban 
and to sell natural gas to Suburban for resale to consumers in and about the 
Village of Weston, Wood County, Ohio, a community now without natural gas 
service, all as more fully set forth in the application. 
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The proposed tap connection with Ohio Fuel would be located about eight 
miles east of Weston and about three-quarters of a mile southwest of Bowling 
Green, all in Wood County. The proposed facilities would consist of a regulator 
house near the village, approximately 8.5 miles of 4-inch transmission line and 
a distribution system in the village, all estimated to cost approximately $135,000, 
to be financed by a 30-year bond issue which has already been arranged for. 

The estimated requirements of Suburban for the first 4 years are: 








| | | 
| 1958 | 1959 1960 | 1961 1962 
MEE CUE is cictnenibndiintimiinbmionintiabin 30, 000 120, 000 122, 000 123, 000 | 125, 000 
Peak day (Mcf)...------------c----------- | 800 | 1,200 | 1, 300 1, 300 | 1, 300 
| 





Suburban has been granted a fifty-year franchise by the Village of Weston. 
The Village Council, the County Prosecutor, and the County Commissioners of 
Wood County have approved a rate agreement with Suburban, which agreement 
is subject to the jurisdiction of the Public Utilities Commission of Ohio. 

The Ohio Fuel Gas Company, on April 7, 1958, filed its answer to the applica- 
tion of Suburban, averring that its existing transmission facilities possess suffi- 
cient capacity to deliver the volumes of natural gas requested for the first year 
peak-day requirements of Suburban; that only the physical connection and tap 
need be constructed by Ohio Fuel to effect such deliveries; and that the sale and 
delivery by Ohio Fuel to Suburban of the volumes set forth in the latter’s appli- 
cation would not adversely affect either Ohio Fuel’s gas supply or its ability to 
render adequate service to its existing customers. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 24, 1958, respecting the matters involved in and the issues presented by the 
application herein. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and that the Commission render 
a decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of 
Practice and Procedure. 


The Commission finds: 


{1) The Ohio Fuel Gas Company, an Ohio corporation having its principal 
place of business in Columbus, Ohio, is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
order of August 21, 1945, in Docket No. G-371 (4 FPC 1033). 

(2) Applicant, The Suburban Fuel Gas, Inc., is an Ohio corporation having 
its principal place of business in Cygnet, Ohio, and is duly authorized to and 
will be engaged in the business of distributing and selling natural gas within the 
State of Ohio upon the completion and operation of the facilities proposed to be 
constructed as hereinbefore described. 

(3) It is necessary and desirable in the public interest to direct The Ohio Fuel 
Gas Company to establish physical connection of its transmission facilities with 
those proposed to be constructed and operated by Suburban and to sell and 
deliver to Suburban natural gas under Ohio Fuel’s appropriate rate schedules 
on file with the Commission. 

(4) Ohio Fuel should be required to sell and deliver to Suburban up to its 
estimated third year peak-day requirement of 1,300 Mcf of natural gas daily. 

(5) Suburban should be prepared to receive natural gas from Ohio Fuel 
within one year of the date of issuance of this order. 
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The Commission orders: 


(A) The Ohio Fuel Gas Company be and it hereby is directed to establish 
physical connection of its transmission facilities with the proposed facilities of 
The Suburban Fuel Gas, Inc., as hereinbefore described and as more fully 
described in the application, as supplemented, herein, and to deliver and sell 
natural gas to Suburban pursuant to Ohio Fuel’s appropriate rate schedules on 
file with the Commission. 

(B) Ohio Fuel shall sell and deliver to Suburban up to Suburban’s estimated 
third year peak-day requirement of 1,300 Mcf of natural gas daily. 

(C) Suburban shall be prepared to receive natural gas from Ohio Fuel within 
one year of the date of issuance of this order. 

(D) Ohio Fuel shall report to the Commission, in writing and under oath, 
the date of commencement of service to Suburban hereunder, within 30 days 
after service has begun. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and John B. Hussey. 


BLUE RIDGE GAS COMPANY, DOCKET NO. G—14422 
ORDER PERMITTING AND DENYING INTERVENTION 
(Issued June 26, 1958) 


Atlantic Seaboard Corporation (Seaboard), and Virginia Petroleum Jobbers 
Association (Jobbers Association),* filed separate petitions on April 24, 1958, 
seeking leave to intervene in the above-entitled proceeding, in which Blue Ridge 
Gas Company (Blue Ridge) seeks an order pursuant to Section 7 (a) of the Nat- 
ural Gas Act, directing Seaboard to establish physical connection of its facilities 
with those proposed to be constructed by Blue Ridge and to sell and deliver to 
Blue Ridge natural gas for distribution in the cities of Harrisonburg, Timber- 
ville, and Broadway, Rockingham County, Virginia. 

The petition filed by the Jobbers Association challenges the economic feasibil- 
ity of the proposal of Blue Ridge and raises the question as to whether, in re- 
lation to demand and need for natural gas in the area to be served by Blue Ridge 
and to the present investment of the petroleum industry in said area, the public 
interest will be served by the introduction of natural gas in said area. 

Blue Ridge, on June 2, 1958, filed its answer to the petition herein, setting 
forth that subsequent to the filing of such petition, specifically on May 21, 1958, 
a hearing was held before the State Corporation Commission of the Common- 
wealth of Virginia, upon the application of Blue Ridge for a certificate of public 
convenience and necessity authorizing the construction of transmission lines and 
for furnishing of natural gas service under the project which is the subject of 
the application herein. 

Blue Ridge further states and the exhibit attached to its answer herein shows 
that the Jobbers Association intervened and participated in such proceedings; 
that the State Corporation Commission extensively probed the identical issues 
raised by the petition herein, and that on the basis of the evidence adduced at 
the hearing and after due consideration hereof the State Corporation Com- 
mission granted Blue Ridge certificates of public convenience and necessity 
authorizing the project as proposed herein. 


121A membership corporation chartered under the laws of Virginia, and composed of 
marketers, distributors and retailers of petroleum and petroleum products in the state of 
Virginia. 
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The questions presented by the petition filed by the Jobbers Association con- 
cern primarily matters pertaining to the local distribution of natural gas. 
Specifically they involve the questions as to whether Blue Ridge should be per- 
mitted to compete with the Jobbers Association in the cities in which Blue Ridge 
proposes to engage in the local distribution of natural gas and matters ancillary 
thereto. We are of the opinion that the question of whether or not a company 
which intends to engage in the local distribution of natural gas in intrastate 
commerce in competition with other fuels and matters ancillary thereto are 
for resolution by the State Commission, in this instance, the State Corporation 
Commission of the Commonwealth of Virginia. Jobbers Association does not 
question the fact that Blue Ridge has the necessary authority from the state 
and local authorities to engage in the distribution of natural gas as required 
by Section 7 (a) and that it has only recently obtained a certificate of public 
convenience and necessity from the State Commission. We are of the opinion 
that the question of local public interest has been resolved by the local 
authorities. 

We are of the further opinion that the sole remaining issues to be decided 
are those relating to the interstate transportation and sale of natural gas by 
the interstate pipeline company, Seaboard, subject to our jurisdiction, within 
the statutory criteria set forth in Section 7 (a) of the Natural Gas Act. 


The Commission finds: 


(1) Upon consideration of the petition filed by the Jobbers Association and 
the answer filed thereto, good and sufficient cause has not been shown that the 
Jobbers Association’s participation in this proceeding may be in the public 
interest, and therefore, such petition to intervene should be denied as herein- 
after ordered. 

(2) Upon consideration of the fact that any order that might issue in this 
proceeding will of necessity affect Seaboard, its participation herein may be 
in the public interest. 


The Commission orders: 


(A) The petition to intervene filed by the Jobbers Association, on April 24, 
1958, in this proceeding be and the same hereby is denied. 

(B) Seaboard hereby is permitted to become intervener in this proceeding, 
subject to the Rules and Regulations of the Commission: Provided, however, 
that its participation shall be limited to the matters affecting asserted rights 
and interests specifically set forth in the petition for leave to intervene; and, 
Provided, further, that such permission shall not be construed as recognition 
by the Commission that Seaboard might be aggrieved because of any order or 
orders of the Commission entered in this proceeding. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and John B. Hussey. 


GULF STATES UTILITIES COMPANY, DOCKET NO. E-6810 
ORDER AUTHORIZING THE ISSUANCE OF PREFERRED STOCK 
(Issued June 27, 1958) 


Gulf States Utilities Company (Applicant), incorporated under the laws of 
the State of Texas and qualified to do business as a foreign corporation in the 
State of Louisiana, with its principal place of business in Beaumont, Texas, filed 
an application on March 27, 1958, as amended April 14, May 7, and June 20, 
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1958, for authorization, pursuant to Section 204 of the Federal Power Act, to 
modify the voting rights of its 425,000 shares of Preferred Stock, par value 
$100 per share, now outstanding. 

As of May 6, 1958, Applicant had outstanding 4,521,832 shares of Common 
Stock and 425,000 shares of Preferred Stock, the latter stock consisting of 
120,000 shares of $4.40 Dividend Preferred Stock; 50,000 shares of $4.50 Divi- 
dend Preferred Stock; 60,000 shares of $4.40 Dividend Preferred Stock, 1949 
Series; 70,000 shares of $4.20 Dividend Preferred Stock; 50,000 shares of $4.44 
Dividend Preferred Stock; and 75,000 shares of $5.00 Dividend Preferred Stock. 

The holders of Applicant’s 120,000 outstanding shares of its initial series of 
$4.40 Dividend Preferred Stock are entitled to vote, for historical reasons,’ on 
the basis of 834, votes per share, together with the holders of Applicant’s 
4,521,832 shares of Common Stock, who are entitled to one vote per share, for 
the election of Directors and for all other Charter purposes. Although the 
holders of the later five series of Preferred Stock described above also may 
cast 834 votes per share, they are entitled to vote only as a class, along with 
holders of the initial $4.40 Dividend series, with respect to certain matters as 
set forth in Applicant’s Charter.’ 

Applicant proposes to (1) reduce the voting rights held by holders of the 
$4.40 Dividend Preferred Stock to those held by holders of the other series of 
Preferred Stock in order that holders of all series of such stock shall have 
identical voting rights; and (2) change to one the number of votes to which 
each share of Preferred Stock will be entitled. It does not propose to effect any 
other change in its 425,000 shares of Preferred Stock which are currently 
outstanding. . 

Thus, upon consummation of the proposed modification of the voting rights 
of the Preferred Stock, Applicant will have a total of 425,000 issued and out- 
standing shares of Preferred Stock in six series, all of which series will be 
entitled to one vote per share, restricted to voting as a class in certain afore- 
mentioned matters. 

Applicant was incorporated in 1925 under the laws of Texas, and in 1955 that 
State revised its Business Corporation Act, which liberalizes and modernizes its 
corporation laws but will not affect Applicant until September, 1960, unless 
Applicant voluntarily adopts the new Act before that time. The application 
states that the new Act will enable Applicant to take certain corporate actions 
consistent with modern-day practices not available to it under the laws presently 
applicable, and that Applicant is anxious to adopt such Act as soon as possible 


21The application states that in 1947, as one step in the completion of Engineers Public 
Service Company’s divestiture of its holdings of Applicant’s Common Stock pursuant to 
provisions of the Public Utility Holding Company Act, the 280,000 shares of Common 
Stock then outstanding were converted into 1,909,968 shares, or split approximately 7 
shares for 1. To maintain the approximate relative voting power between holders of the 
Common Stock and Preferred Stock, the voting power of the initial series of $4.40 Dividend 
Preferred Stock was increased at that time from one vote per share to seven votes per 
share. The voting power of the Preferred Stock was increased to 8% votes per share 
when the Common Stock was reclassified by a 5 for 4 split, as authorized by the Commis- 
sion’s order issued April 3, 1953, In the Matter of Gulf States Utilities Company, Docket 
No. E-6481. Preferred Stock of each series issued subsequent to the issuance of the $4.40 
Dividend Preferred Stock has been allowed the same number of votes per share as any 
prior series of Preferred Stock then outstanding, but the right to vote held by the later 
five series has been limited to class voting under certain conditions. 

?These matters consist primarily of the following: (1) Election of a majority of the 
Board of Directors in the event of dividend default; (2) issuance of additional shares of 
Preferred Stock ; (3) changes adversely affecting any of the rights of the Preferred Stock: 


(4) certain reductions in stated capital; and (5) merger or sale of substantially all of 
Applicant’s assets. 
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to obtain the aforementioned advantages accruing from the Act. However, 
Applicant’s management is unwilling to recommend adoption to its stockholders 
unless the proposed changes are effected in the voting rights of the Preferred 
Stock inasmuch as the Act provides that (1) variations in voting rights among 
series of the same class of stock are not permitted, and (2) each outstanding 
share, regardless of class, shall be entitled to one vote, except to the extent 
that voting rights of the shares of any class or classes may be limited or denied 
by a corporation’s charter.® 

According to the application, the proposed modification of voting rights of 
the Preferred Stock will be accomplished by an amendment of Applicant’s Char- 
ter and By-Laws. On June 9, 1958, Applicant’s stockholders approved the 
necessary amendments. 

Written notice of the application has been given to the Public Service Com- 
mission of Louisiana and the Texas Railroad Commission, and to the Governor 
of each of those States. Notice has also been given by publication in the Federal 
Register on April 15, 1958 (23 F. R. 2433), stating that any person desiring to 
be heard or to make any protest with reference to the application should file 
a petition or protest on or before May 1, 1958, with the Federal Power Com- 
mission, Washington 25, D. C. No protest or petition or request to be heard 
in opposition to the granting of the application has been received. 



























The Commission finds: 





(1) Applicant, a corporation, is a public utility within the meaning of Section 
204 of the Federal Power Act, subject to the jurisdiction of the Commission 
as heretofore described and set forth in the Commission’s order issued Novem- 
ber 27, 1957, In the Matter of Gulf States Utilities Company, Docket No. E—-6785. 

(2) The modification of the voting rights of the 425,000 outstanding shares 
of Applicant’s Preferred Stock, all as described above, will constitute an issuance 
of securities within the purview of Section 204 of the Federal Power Act. 

(3) Applicant is not organized and operating in a State, under the laws of 
which the security issue here involved is regulated by a State commission within 
the meaning of Section 204 (f) of the Act; and the proposed issuance of Pre- 
ferred Stock, as described above, is, therefore, not exempt by virtue of that Sec- 
tion from the requirements of Section 204 of the Act. 

(4) The proposed issuance of securities, as hereinafter authorized, will be 
for a lawful object, within the corporate purposes of Applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by Applicant of service as a public utility and which will not im- 
pair its ability to perform that service, and is reasonably appropriate for such 
purposes. 


The Commission orders: 












{A) The proposed issuance of Preferred Stock, as described above, upon the 
terms and conditions and for the purposes set forth in the application, as 
amended, is authorized, subject to the provisions of this order. 

(B) This authorization shall expire unless the transaction herein authorized 
is consummated within 90 days from the date of issuance of this order. 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 





*The Act also provides that “any right accrued or established” under any prior statute 
shall be preserved. Consequently, existing voting rights of the Preferred Stock without 
the proposed changes in voting rights may survive even after the Act becomes applicable, 
and the creation of any new series of Preferred Stock thus might be questionable because 
of the conflicting provisions of the Act and Applicant's Charter. 
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accounts, valuation, estimates or determinations of cost, or any other matter 















ceili el 

whatsoever now pending or which may come before this Commission. tt 

(D) Nothing in this order shall be construed to imply any guarantee or ob- tt 
ligation on the part of the United States in respect of any securities to which 

this order relates. 

. 

Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, fi 

and John B. Hussey. > 
RIO GRANDE ELECTRIC COOPERATIVE, INC., BISHOP LYLE BAILEY, 

DOCKET NO. E-6788 tc 

o 


ORDER AUTHORIZING TRANSMISSION OF ELECTRIC ENERGY TO MEXICO 
(Issued June 27, 1958) 


Rio Grande Electric Cooperative, Inc. (Cooperative), incorporated under the 
laws of the State of Texas, with its principal place of business at Brackettville, 
Texas, filed an application on November 25, 1957, as supplemented January 27, 
1958, for authorization, pursuant to Section 202 (e) of the Federal Power Act, 
to transmit a maximum of 200,000 kwh of electric energy annually from the 
United States to Mexico at a maximum rate of transmission of 30 kva. Bishop 
Lyle Bailey (Bailey), an individual doing business as Bailey Fluorspar Com- 
pany, of Marfa, Texas, joined in Cooperative’s application on February 7, 1958. 

According to the application and information otherwise on file with the Com- 
mission, Bailey will purchase the energy to be exported from Cooperative at a 
point on the United States side of the international border, United States and 
Mexico, and thereafter will transmit such energy across the international border 
for use in connection with industrial operations which he conducts in the vicinity 
of Boquillas, Coahuila, Mexico. Transmission of the energy will be by means 
of one, three phase, four wire, 120/208 volt circuit, sixty cycles, supported on 
wood poles with conductors of 1/0 ACSR, owned by Bailey and extending from 
the secondary side of Cooperative’s transformer bank on the north side of the 
Rio Grande in the Big Bend Natinal Park in Brewster County, Texas, across the 
international border to Bailey’s fluorspar yard in Boquillas.. The purchase of 
the energy will be at rates and other terms set forth in a contract between Bailey 
and Cooperative dated October 7, 1957, filed as an exhibit to the application. 

Written notice of the application has been given to the Railroad Commission 
of Texas and to the Governor of that State. Notice of the filing of the applica- 
tion has also been given by publication in the Federal Register on December 
12, 1957 (22 F. R. 9983), stating that any person desiring to be heard or to make 
any protest with reference to the application should, on or before December 23, 
1957, file with the Federal Power Commission, Washington 25, D. C., a petition 
or protest in accordance with the Commission’s Rules of Practice and Pro- 
cedure. No petition or protest or request to be heard in opposition to the 
granting of the application has been received. 
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The Commission finds: 


(1) The transmission of electric energy from the United States to Mexico, as 
limited herein and as hereinafter authorized, will not impair the sufficiency of 





1By a permit signed by the Chairman of the Federal Power Commission on May 9, 
1958, accepted by Bailey on May 27, 1958, Docket No. E-6789, and issued as hereinafter 
provided, the construction, operation, maintenance and connection of these facilities at the 
international border of the United States is authorized pursuant to the provisions of 
Executive Order No. 10485, dated September 3, 1953. 
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electric supply within the United States and will not impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction of 
the Commission. 

(2) The period of public notice given in this matter is reasonable. 


The Commission orders: 


(A) Bailey and Cooperative are hereby authorized to transmit electric energy 
from the United States to Mexico in accordance with the terms and conditions 
set forth in the application and subject to the provisions of this order. 

(B) The electric energy which Bailey and Cooperative are hereby authorized 
to transmit from the United States to Mexico shall be in an amount not in excess 
of 200,000 kwh per year at a rate not to exceed 30 kva over facilities covered 
by the aforementioned Permit signed by the Chairman of the Federal Power 
Commission on May 9, 1958, Docket No. E-6789. 

(C) The authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Permit 
referred to in paragraph (B) above. 

(D) Bailey and Cooperative shall conduct all operations pursuant to the 
authorization herein granted in accordance with the provisions of the Federal 
Power Act and pertinent rules, regulations or orders issued by the Commission. 

(E) Bailey, himself, or by agreement with Cooperative, shall install and 
maintain adequate metering equipment to measure the flow of all energy trans- 
mitted from the United States to Mexico pursuant to the authority herein 
granted; shall make, keep and preserve full and complete records with respect 
to the movement of such energy; and shall furnish, with respect to said trans- 
mission of electric energy, on or before February 15 of each year, a report in 
triplicate showing the kilowatt hours transmitted, the maximum kilowatt rate 
of transmission, and the consideration paid therefor, during each month of the 
preceding year. 

(F) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter in the event of the involuntary 
transfer of facilities used thereunder by operation of law (inc!uding such trans- 
fers to receivers, trustees, or purchasers under foreclosure or judicial sale), 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission ac- 
companied by a statement that the physical facts relating to sufficiency of 
supply, rates, and nature of use remain substantially the same as before the 
transfer. 

(G) This authorization shall be without prejudice to the authority of any 
State or State regulatory commission for the exercise of the lawful authority 
vested in the State or State regulatory commission over Bailey or Cooperative. 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted. 

(1) Concurrently with the issuance of this order, the Permit signed by the 
Chairman of the Federal Power Commission, referred to in paragraph (B) 
above, shall be issued and a copy thereof transmitted by the Secretary to 
Bailey. 

5547286173 
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Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and John B. Hussey. 


EL PASO NATURAL GAS COMPANY, ET AL., DOCKET NO. G-14305, BT AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY* 
AND ACCEPTANCE OF RELATED RATE FILINGS* 













(Issued June 27, 1958) 





On January 21, 1958 West Texas Gathering Company (West Texas), filed in 
Docket No. G-—14302, an application for a certificate of public convenience and 
necessity, pursuant to Section 7 (c) of the Natural Gas Act, authorizing the 
sale of natural gas in interstate commerce to El Paso Natural Gas Company 
(El Paso), for resale for ultimate public consumption, subject to the jurisdiction 
of the Commission, all as more fully represented in the application. 

West Texas proposes to sell approximately 190,000 Mcf daily to El Paso, 
pursuant to a gas sales contract dated January 8, 1958 by and between El Paso 
and West Texas. West Texas will purchase all of its gas supply under gas 
purchase contracts entered into with various producers in Emperor and South 
Kermit Fields, Winkler County, Texas. West Texas will take such gas at the 
wellheads of each producer and transport same through its field pipeline system 
to El Paso at the latter’s proposed Keystone-Emperor Purification and Dehydra- 
tion Plant. 

On January 21, 1958 El Paso filed in Docket No. G—14305 an application for a 
certificate of public convenience and necessity, pursuant to Section 7 (c) of the 
Natural Gas Act, authorizing the construction and operation of certain facilities 
in Winkler County, Texas, in order to receive, process and transport approxi- 
mately 190,000 Mcf daily of natural gas to be purchased from West Texas for 
resale for ultimate public consumption, subject to the jurisdiction of the Com- 
mission, all as more fully represented in the application. As indicated above, 
West Texas will purchase such gas to be sold to El Paso from certain producers 
in the Emperor and South Kermit Fields in Winkler County, Texas. The follow- 
ing facilities are proposed to be constructed and operated by El Paso: 

(1) A natural gas purification and dehydration plant to be known as the 
Keystone-Bmperor Purification and Dehydration Plant, to be located in the NB/4 
of Section 1, PSL Survey, Block B-3, in Winkler County, with an installed capac- 
ity of approximately 210,000 Mcf daily. 

(2) Approximately 0.3 mile of 20-inch O. D. pipeline to extend from a point 
of connection with El Paso’s existing 14-inch and 18-inch O. D. loop pipeline 
from its existing Keystone Field Plant, to the aforesaid proposed plant in (1) 
above. 

(3) Necessary metering facilities to be used in connection with the above 
facilities. 

The estimated total initial cost of El Paso’s above facilities is $1,844,000, which 
cost will be financed from its current working funds and/or by short-term bank 
loans as required. 

Proposed deliveries to El Paso by West Texas will commence upon receipt of 
the authorizations sought herein and completion of El Paso’s facilities. 

The gas supply which will become available by the operation of El Paso’s pro- 
posed facilities is reasonably adequate to justify the construction of the proposed 
facilities. 




































*Omitted portions of this order relate to the issuance of independent producer certificates. 
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Pursuant to due notice, a public hearing was held in Washington, D. C., and 
concluded on June 27, 1958, respecting the matters involved in and the issues 
presented by the applications. No appearances other than Staff Counsel were 
entered upon the record and no evidence offered in opposition to the granting 
of the applications. Staff Counsel moved orally at the hearing that the inter- 
mediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


> * ” * * > * 


(4) Applicant, El Paso, is engaged in the transportation of natural gas in 
interstate commerce and the sale in interstate commerce of such gas for resale, 
and therefore, is a “natural-gas” company within the meaning of the Natural 
Gas Act and subject to the provisions thereof, as hereinbefore found by the 
Commission. 

(5) The facilities hereinbefore described, as more fully described in the appli- 
cation in Docket No. G—14305, are proposed to be constructed and operated by 
El Paso as an integral part of its existing natural gas pipeline system and will 
be used in or for the transportation of natural gas in interstate commerce, sub- 
ject to the jurisdiction of the Commission, and therefore, the construction and 
operation of said facilities by El Paso are subject to the requirements of sub- 
sections (c) and (e) of Section 7 of the Natural Gas Act. 

(6) The proposed construction and operation of facilities by El Paso, as here- 
inbefore described and as more fully set forth in the application, are required 
by the public convenience and necessity, and a certificate therefor should be 
issued as hereinafter ordered and conditioned. 

(7) Applicants are able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder. 

(8) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s regulations under the Natural Gas Act should attach 
to the issuance of the certificate granted to El Paso and to the exercise of the 
rights granted thereunder, and that the time within which construction of facili- 
ties authorized by this order should be completed and said facilities should be 
placed in actual operation should be fixed at 6 months from the date on which 
this order issues. 

(9) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 

a o : s = * s 
The Commission orders: 
* * * 7 . 7 . 

(B) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing El Paso to construct and operate the facilities as herein- 
before described, all as more fully described in the application and exhibits in 
this proceeding, subject to the jurisdiction of the Commission, upon the terms 


and conditions of this order. 
o * - = 7 7 = 


(D) The certificates granted herein are not transferable and shall be effec- 
tive only so long as Applicants continue the acts or operations hereby authorized 
554728—61——_-74 
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in accordance with the provisions of the Natural Gas Act, and the applicable 
rules, regulations and orders of the Commission. 

(E) There shall attach to the issuance of the certificate granted in paragraph 
(B) hereof and to the exercise of the rights granted thereunder, the general 
conditions applicable to certificates as set forth in paragraphs (a), (b), (oe) 
(3), (ec) (4) and (e) of Section 157.20 of the Commission’s regulations under 
the Natural Gas Act. 

(F) The construction of the facilities by El Paso as authorized in paragraph 
(A) shall be completed and placed in operation within 6 months from the date 
of issuance of this order. 
- * 









Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
Arthur Kline and John B. Hussey. 




































GULF INTERSTATE GAS COMPANY, DOCKET NO. G—13647 
FINDINGS AND ORDER ISSUING CERTIFICATE OF PUBLIC CONVENIENCE AND NECESSITY 


(Issued June 27, 1958) 





On November 6, 1957, Gulf Interstate Gas Company (Applicant), a Delaware 
corporation, with its principal place of business in Houston, Texas, filed an 
application* in Docket No. G—13647 for a certificate of public convenience and 
necessity, pursuant to Section 7 (c) of the Natural Gas Act authorizing the 
construction and operation of ten 30-inch diameter pipeline loops, looping a 
total of 351.7 miles of the 841.5-mile-long 30-inch main line between points in 
Louisiana and Kentucky and two 24-inch diameter lateral pipeline loops in 
Louisiana totalling 54.0 miles,’ all as more fully set forth in the application. 

Applicant is engaged in the operation of a pipeline for the transportation for, 
and delivery to United Fuel Gas Company (United Fuel), of natural gas pur- 
chased by United Fuel from various fields in Louisiana. United Fuel is one 
of the subsidiary companies of the Columbia Gas System, Inc., and the gas 
transported by Applicant for United Fuel’s account goes into the pooled supply 
of the Columbia Gas System and is used to satisfy a portion of the needs of 
that system. 

The application indicates that United Fuel has informed Applicant that 
present forecasts of future Columbia System requirements indicate that by 
November 1958, approximately 612,000 Mcf per day will be needed, and that 
during the 1958-1959 winter, it will require up to 662,000 Mcf per day. Appli- 
ecant’s presently certificated design capacity of 575,000 Mcf daily will not suffice, 
but the instant proposal will enable Applicant to transport the volume required. 
The proposed facilities will give Applicant a maximum design capacity of 
666,000 Mcf per day or about 91,000 Mcf more than that certificated in Docket 
No. G-11880. 

The new facilities will enable United Fuel to take advantage of opportunities 
to contract for immediate takes of gas from sellers forced to sell by drainage, 
possible loss of lease or other exigencies, and will enable United Fuel to make 


2 Supplemental information was filed on December 12, and December 16, 1957, as well 
as on April 21, and May 12, 1958. 

?The two lateral loops are designed to increase the flow of gas into the southernmost 
mainline compressor station No. 10, at Rayne, Louisiana. Each of the ten mainline loops 
would be at the discharge side of a mainline compressor station and would partially loop 
the line to the next station. 
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up shortages in takes under “take-or-pay’”’ and ratable take contracts. United 
Fuel stated that it had paid for 11 billion cubic feet of unreceived gas and 
is short 1.3 billion cubic feet in ratable takes from certain fields. 

In support of the additional system capacity United Fuel has acquired addi- 
tional reserves in the amount of 356,891 MMcf at 14.73 psia. The gas supplies 
available to United Fuel are considered reasonably adequate to justify the 
proposed investment. 

Applicant estimates that the cost of the total project will be about $51,000,000. 
A plan of financing was submitted by the company and found acceptable by 
the Commission. 

Pursuant to due notice, a public hearing was held in Washington, D. C., 
on June 26, 1958, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 

(1) Applicant, a Delware corporation, with its principal place of business 
in Houston, Texas, is a “natural-gas company” within the meaning of the Nat- 
ural Gas Act, as heretofore found by the Commission. 

(2) The facilities hereinbefore described, subject to the jurisdiction of the 
Commission, are proposed to be used in the transportation of natural gas in 
interstate commerce as an integral part of Applicant’s existing pipeline system, 
and the construction and operation thereof by Applicant are subject to the 
requirements of Subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The construction and operation of the facilities and the transportation 
of natural gas as proposed by Applicant are required by the public convenience 
and necessity and a certificate therefor should be issued. 

(4) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (ce) (1) (3) (4) and (e) of Section 
157.20 of the Commission’s General Rules and Regulations, including the Rules 
of Practice and Procedure, should attach to the issuance of the certificate re- 
ferred to in paragraph (3) above, and to the exercise of the right granted there- 
under, and that the time within which construction of facilities authorized by 
this order should be completed and said facilities placed in actual operation 
should be fixed at 12 months from the date on which this order issues. 

(5) Applicant is able and willing to do the acts and to perform the service 
proposed and to conform to the provisions of the Natural Gas Act, and the 
requirements, rules and regulations of the Commission thereunder. 

(6) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure was unopposed by any party of record, and 
not having been denied by the Commission, is granted pursuant to Section 1.30 
(c) (1) of said Rules. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued authorizing Applicant to construct and operate the proposed facilities 
and to transport natural gas as hereinbefore described, all as more fully de- 
scribed in the application in this proceeding, upon the terms and conditions of 
this order. 
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(B) The general terms and conditions set forth in paragraphs (a), (b), (c) 
(1) (3) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the issu- 
ance of the certificate granted in paragraph (A) hereof, and to the exercise of 
the rights thereunder. 

(C) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation as provided by paragraph (b) of said 
Section 157.20 of the Commission’s Rules is hereby fixed at 12 months from the 
date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and John B. Hussey. 


TEXAS EASTERN TRANSMISSION CORPORATION, DOCKET NO. G-12776 
THE OHIO FUEL GAS COMPANY, DOCKET NO. G-12777 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND 
NECESSITY 


(Issued June 30, 1958) 


Texas Eastern Transmission Corporation (Texas FPastern), a Delaware cor- 
poration, having its principal place of business in Shreveport, Louisiana, filed 
on June 20, 1957 an application in Docket No. G-12776, pursuant to Section 7 of 
the Natural Gas Act, for a certificate of public convenience and necessity au- 
thorizing Texas Eastern to sell and deliver to The Manufacturers Light and 
Heat Company and The Ohio Fuel Gas Company (Columbia System companies) 
in addition to its presently authorized volumes up to 900 Mcf (at 15.025 psia) per 
day under its DCQ-C rate schedule at the delivery point hereinafter described. 

Texas Eastern proposes to construct and operate a 4-inch tap on its 24-inch 
main transmission line and the necessary metering and regulating facilities re- 
quired at a point in Wayne Township, Warren County, Ohio, in order to deliver 
additional natural gas to The Dayton Power and Light Company (Dayton) for 
distribution in the villages of Waynesville and Corwin. It is proposed that the 
gas be delivered physically by Texas Eastern at said point to Dayton for the 
account of the Columbia companies. 

The Ohio Fuel Gas Company, an Ohio corporation, having its principal place 
of business in Columbus, Ohio, filed on June 20, 1957, a companion application 
in Docket No. G-—12777 for a certificate of public convenience and necessity, au- 
thorizing the establishment of a new delivery point in Wayne Township, War- 
ren County, Ohio, as described above, and to sell and deliver natural gas under 
Ohio Fuel’s CDS-1 rate schedule to Dayton for resale in the villages of Waynes- 
ville and Corwin, Ohio, which do not now have natural gas service. Ohio Fuel 
alleges that Dayton proposes to construct one mile of 2-inch lateral from the 
tap to Dayton’s proposed distribution systems. 

Applicant shows that it would be necessary for Dayton Power and Light Com- 
pany to construct a lateral of approximately ten miles if it obtained deliveries 
from the pipelines of Ohio Fuel. 

Ohio Fuel proposes to obtain additional volumes of natural gas from Texas 
Hastern under an arrangement whereby Texas Eastern proposes to increase the 
firm volumes which it sells to Columbia System companies by 900 Mcf per day. 

The estimated cost of Texas Eastern’s proposed facilities is $21,241, which 
will be paid for out of funds on hand. 
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Dayton estimates the cost of its proposed facilities will be $112,700 in the first 
year, increasing to $129,900 at the end of the third year, which will be financed 
from funds on hand. 

The estimated peak-day and annual requirements for Waynesville and Corwin 
are as follows: 


Year of operation | 1 


ON OE CU iiss ncicitcwnsintitntont iia tse acchtiedsteiteamidean | 299 | 511 | 659 
SE Math tn dds ccccdbdnntnacsddadndiinnentehakidnatshieiel aes 46, 950 72, 800 89, 500 





The delivery of the small volume of gas involved herein will have no ap- 
preciable effect upon the Applicants’ gas supplies. 

Temporary authorization was granted to Texas Eastern Transmission Cor- 
poration on September 12, 1957, authorizing it to construct and operate the facil- 
ities proposed in the application in Docket No. G—12776 to sell natural gas to 
Ohio Fuel Gas Company for resale to Dayton Power and Light Company. 

By letter dated September 16, 1957, the Commission denied the temporary 
authorization requested by Ohio Fuel stating, “Since there is no construction 
and operation proposed by Ohio Fuel . . . there appears to be no need for any 
certificate authorization by Ohio Fuel in this matter.” Ohio Fuel is and will 
be selling and delivering natural gas for resale in two new communities even 
though no facilities will be constructed or operated by it. It is concluded 
that certificate authority is required since the application involves the sale of 
natural gas in interstate commerce for resale in new communities and such 
authority will be issued herein. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 23, 1958, respecting the matters involved in and the issues presented 
by the application. No petition to intervene or protest to the granting of the 
application has been received. Staff counsel moved orally at the hearing that 
the intermediate decision procedure be omitted and the Commission render a 
decision herein pursuant to Section 1.30 (c) (1) of the Commission’s Rules 
of Practice and Procedure. 


The Commission finds: 


(1) Texas Eastern Transmission Corporation, a Delaware corporation, is 
a “natural-gas company” within the meaning of the Natural Gas Act as here- 
tofore found by the Commission in its order of October 10, 1947 in Docket No. 
G-880 (6 FPC 148). 

(2) The natural gas facilities proposed to be constructed and operated by 
Texas Hastern, hereinbefore described, are proposed to be used in the transporta- 
tion and sale of natural gas in interstate commerce, subject to the jurisdiction of 
the Commission, as an integral part of Applicant’s existing pipeline system and the 
construction and operation thereof by Applicant are subject to the requirements 
of subsections (c) and (e) of Section 7 of the Natural Gas Act. 

(3) The Ohio Fuel Gas Company, an Ohio corporation and a subsidiary of 
The Columbia Gas System, Inc., having its principal place of business in Colum- 
bus, Ohio, is a “natural-gas company” within the meaning of the Natural Gas 
Act as heretofore found by the Commission in its order of August 21, 1945, 
in Docket No. G—371 (4 FPC 1033). 

(4) The proposed construction and operation by Texas Eastern of the facili- 
ties and the sale of natural gas by Texas Hastern to Ohio Fuel for immediate 
resale to The Dayton Power and Light Company at the proposed new delivery 
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point as hereinbefore described are required by the public convenience and 
necessity and certificates therefor should be issued. 

(5) The Applicants herein are able and willing properly to do the acts and 
perform the services and to conform to the requirements, rules, and regulations 
of the Commission thereunder. 

(6) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (1), (c) (3), (c) (4), and (e) 
of Section 157.20 of the Commission’s Regulations under the Natural Gas Act 
(18 CFR 157.20) should attach to the certificate hereinafter issued to Texas 
Eastern Transmission Corporation, and to the exercise of the rights granted 
thereunder. 

(7) Public convenience and necessity require that the general terms and 
conditions set forth in paragraphs (a), (b), (c) (3), and (e) of Section 157.20 
of the Commission’s Regulations under the Natural Gas Act (18 CFR 157.20) 
should attach to the certificate hereinafter issued to The Ohio Fuel Gas Com- 
pany and to the exercise of the rights granted thereunder. 

(8) Staff counsel having requested the omission of the intermediate decision 
procedure, and all the requirements of the provisions of Section 1.30 (c) (1) 
{18 CFR 1.30 (c) (1)] of the Commission’s Rules of Practice and Procedure 
having been satisfied, sufficient cause exists for the Commission forthwith to 
render its final decision in the instant proceedings. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same is 
hereby issued to Texas Eastern Transmission Corporation authorizing it to 
sell and deliver to The Manufacturers Light and Heat Company and The 
Ohio Fuel Gas Company additional volumes of natural gas up to 900 Mcf per 
day at 15.025 psia under Texas Eastern’s Rate Schedule DCQ-C, and to con- 
struct and operate the facilities hereinbefore described and deliver natural gas 
into the facilities of The Dayton Power and Light Company for resale in 
the villages of Waynesville and Corwin, Ohio for the account of The Ohio Fuel 
Gas Company, all as more fully described in the application, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(B) A ‘certificate of public convenience and necessity be and the same is 
hereby issued to The Ohio Fuel Gas Company authorizing the establishment of 
a new delivery point on the main transmission line of Texas Eastern Trans- 
mission Corporation in Wayne Township, Warren County, Ohio and to sell and 
deliver natural gas to The Dayton Power and Light Company at said delivery 
point for resale in the villages of Waynesville and Corwin, Ohio, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order. 

(C) The certificate issued to Texas Eastern Transmission Corporation shall 
be accepted in writing, and under oath, by a responsible official of Texas East- 
ern and the general terms and conditions set forth in paragraphs (a), (b), (c) 
(1), (ce) (3), (ce) (4), and (e) of Section 157.20 of the Commission’s Regula- 
tions under the Natural Gas Act shall attach to the issuance of the certificate 
granted in paragraph (A) hereof, and to the exercise of the rights granted 
thereunder. 

(D) The certificate issued to The Ohio Fuel Gas Company shall be accepted 
in writing, and under oath, by a responsible official of Ohio Fuel and the gen- 
eral terms and conditions set forth in paragraphs (a), (b), (c) (3), and (e) of 
Section 157.20 of the Commission’s Regulations under the Natural Gas Act shall 
attach to the issuance of the certificate granted in paragraph (B) hereof, and 
to the exercise of the rights granted thereunder. 
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(E) The time within which the facilities hereby authorized shall be con- 
structed and placed in actual operation, as provided by paragraph (b) of Sec- 
tion 157.20 of the Commission’s Regulations under the Natural Gas Act, is 
hereby fixed at 3 months from the date on which this order issues. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck 
and John B. Hussey. 


TEXAS ILLINOIS NATURAL GAS PIPELINE COMPANY, ET AL., DOCKET 
NO. G-14178, ET AL. 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND 
NECESSITY* 


(Issued June 30, 1958) 


Texas Illinois Natural Gas Pipeline Company (Texas Illinois), a Delaware 
corporation, having its principal place of business in Chicago, Illinois, on Jan- 
uary 6, 1958, filed in Docket No. G—14178, an application, as supplemented Feb- 
ruary 17, 1958, for a certificate of public convenience and necessity pursuant 
to Section 7 of the Natural Gas Act, authorizing the construction and operation 
of a 3-inch tap on its existing 26-inch main transmission line in Victoria County, 
Texas, and the operation and maintenance of a meter station to be located im- 
mediately adjacent to said tap, in order to purchase and receive natural gas 
produced in the Witte Field in Victoria County, Texas, by Amoy Minerals 
Corporation (Amoy), et al., subject to the jurisdiction of the Commission, and 
as more fully described in the applications on file with the Commission. 

. 7 7 7 « > . 

The proposals of Texas Illinois in Docket No. G—-14178, and Amoy in Docket 
No. G—14163 will enable Texas Illinois to purchase and receive additional vol- 
umes of natural gas for its system requirements. 'The estimated cost of Texas 
Illinois’ proposed facilities is $1,400, and will be defrayed by Texas Illinois 
from funds on hand. 

The gas supply which will become available by the operation of the proposed 
facilities is reasonably adequate to justify the construction of the proposed 
facilities. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 18, 1958, respecting the matters involved in and the issues presented by 
the applications. No appearances other than staff counsel were entered upon 
the record and no evidence offered in opposition to the granting of the applica- 
tions. Staff counsel moved orally at the hearing that the intermediate deci- 
sion procedure be omitted and the Commission render a decision herein pursu- 
ant to Section 1.30 (c) (1) of the Commission’s Rules of Practice and Pro- 
cedure. 


The Commission finds: 


(1) Texas Illinois, a Delaware corporation with its principal place of busi- 
ness in Chicago, Illinois, owns and operates a natural gas transmission system 
in several states, and is engaged in the transportation and sale of natural gas 
in interstate commerce for resale for ultimate public consumption, subject to the 
jurisdiction of the Commission, and is, therefore, a “natural-gas company” 


*Omitted portions of this order relate to the issuance of independent producer certificates. 




























































































































































1134 FEDERAL POWER COMMISSION 








within the meaning of the Natural Gas Act, as heretofore found by the Com- 
mission. 
7 





cs * 





a ” + we 

(3) The facilities of Texas Illinois proposed to be constructed and operated 
for the transportation and sale of natural gas in interstate commerce, subject 
to the jurisdiction of the Commission, will be an integral part of its existing 
pipeline system, and are, therefore, subject to the requirements of Subsections 
(c) and (e) of Section 7 of the Natural Gas Act. 

(4) Texas Illinois is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
and the requirements, rules and regulations of the Commission thereunder. 

© 7 * * * 7 * 7 

(7) The construction and operation of the facilities proposed by Texas II- 
linois in Docket No. G-14178, and the proposed sale of natural gas by Amoy 
in Docket No. G—-14163, together with the construction and operation of any fa- 
cilities subject to the jurisdiction of the Commission necessary therefor, are re- 
quired by the public convenience and necessity, and certificates therefor should 
be issued as hereinafter ordered and conditioned. 

(8) A request during the public hearing by staff counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of the said Rules. 

(9) Public convenience and necessity require that the general terms and con- 
ditions set forth in paragraphs (a), (b), (c) (3), (c) (4) and (e) of Section 
157.20 of the Commission’s Rules and Regulations, including the Rules of Prac- 
tice and Procedure (18 CFR 157.20) should attach to the issuance of the cer- 
tificate to Texas Illinois, and to the exercise of the rights granted thereunder, 
and that the time within which construction of facilities authorized by this order 
shall be completed and said facilities placed in actual operation should be fixed 
at 6 months from the date on which this order issues. 


The Commission orders: 


(A) A certificate of public convenience and necessity be and the same hereby 
is issued Texas Illinois in Docket No. G-14178 authorizing Texas Illinois to con- 
struct and operate the facilities hereinbefore described, all as more fully de- 
scribed in the application in this proceeding, for the transportation and sale of 
natural gas in interstate commerce as therein set forth, upon the terms and con- 
ditions of this order. 

(B) The general terms and conditions set forth in parugraphs (a), (b), (c) 
(3), (ec) (4) and (e) of Section 157.20 of the Commission’s General Rules and 
Regulations, including Rules of Practice and Procedure, shall attach to the is- 
suance of the certificate granted in paragraph (A) hereof, and to the exercise 
of the rights thereunder. 

(C) The time within which the facilities hereby authorized in Docket No. 
G-14178 shall be constructed and placed in actual operation is hereby fixed at 6 
months from the date on which this order issues. 
* . 








- os * . 

(E) The certificates are not transferable and shall be effective only so long 
as Texas Illinois, and Amoy continue the acts or operations hereby authorized 
in accordance with the provisions of the Natural Gas Act, and the applicable 


rules, regulations and orders of the Commission. 
” + * * . os . 
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Before Commissioners: Jerome K. Kuyendall, Chairman; Frederick Stueck, 
and John B. Hussey. 


TENNESSEE GAS TRANSMISSION COMPANY, DOCKET NOS. G—14808, 
G-14804 


FINDINGS AND ORDER ISSUING CERTIFICATES OF PUBLIC CONVENIENCE AND NECESSITY 
(Issued June 30, 1958) 


On April 1, 1958, Tennessee Gas Transmission Company (Applicant) filed in 
Docket Nos. G—14803 and G-—14804 applications for certificates of public conveni- 
ence and necessity pursuant to Section 7 of the Natural Gas Act, authorizing 
two proposed field sales of natural gas from the San Juan 28-7 Unit, San Juan 
Basin Area, Rio Arriba County, New Mexico, to El Paso Natural Gas Company 
(El Paso) to be made pursuant to two separate contracts, each dated March 
12, 1958, executed by and between El Paso and Applicant, to which Applicant is 
the sole signatory seller party. 

Each of the subject applications covers the proposed sale of gas produced from 
the same 320-acre unit in which one dual zone gas well is presently located. 
Docket No. G—14803 covers gas produced only from the Mesa Verde formation, 
while Docket No. G—14804 covers gas produced from formations down to and 
including the Pictured Cliffs formation. 

Applicant and El Paso have each a 50 percent interest in the subject unit, 
which is to be operated by El Paso. 

Applicant’s facilities consist of customary lease equipment. Proposed de- 
liveries will be made on the subject unit and the daily contract delivery rate 
is based on the allowable. 

El Paso will transport the gas received from Applicant commingled with its 
other gas supplies for sale in other states. 

Pursuant to due notice, a public hearing was held in Washington, D. C., on 
June 17, 1958, respecting the matters involved in and the issues presented by the 
application. No petition to intervene or protest to the granting of the applica- 
tions has been received. Staff counsel moved orally at the hearing that the 
intermediate decision procedure be omitted and the Commission render a decision 
herein pursuant to Section 1.30 [(c) (1)] of the Commission’s Rules of Practice 
and Procedure. 


The Commission finds: 


(1) Applicant, Tennessee Gas Transmission Company, is a “natural-gas com- 
pany” within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of July 12, 1947, in Docket No. G—-910, 6 F. P. C. 777. 

(2) The sales of natural gas hereinbefore described, as more fully described 
in the applications, will be made in interstate commerce, subject to the jurisdic- 
tion of the Commission, and such sales by Applicant, together with the con- 
struction and operation of anv facilities subject to the jurisdiction of the Com- 
mission necessary therefor, are subject to the requirements of subsections (c) 
and (e) of Section 7 of the Natural Gas Act. 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act, and 
the requirements, rules and regulations of the Commission thereunder. 

(4) The sales of natural gas by Applicant, together with the construction and 
operation of any facilities subject to the jurisdiction of the Commission neces- 
sary therefor, are required by the public convenience and necessity, and certifi- 
cates therefor should be issued as hereinafter ordered and conditioned. 
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(5) A request during the public hearing by Staff Counsel for omission of the 
intermediate decision procedure under Section 1.30 (c) of the Commission’s 
Rules of Practice and Procedure, was unopposed by any party of record and, not 
having been denied by the Commission, is granted pursuant to Section 1.30 (c) 
(1) of said Rules. 


The Commission orders: 


(A) Certificates of public convenience and necessity be and are hereby issued, 
upon the terms and conditions of this order, authorizing the sales by Applicant 
of natural gas in interstate commerce for resale, together with the construction 
and operation of any facilities, subject to the jurisdiction of the Commission, 
used for the sales of natural gas in interstate commerce, as hereinbefore de- 
scribed and as more fully described in the applications and exhibits in this 
proceeding. 

(B) The certificates issued herein shall be accepted in writing and under 
oath by Applicant within 30 days from issuance of this order. 

(C) The certificates are not transferable and shall be effective only so long 
as Applicant continues the acts or operations hereby authorized in accordance 
with the provisions of the Natural Gas Act, and the applicable rules, regulations 
and orders of the Commission. 

(D) The grant of the certificates herein shall not be construed as a waiver 
of the requirements of Section 4 of the Natural Gas Act, or of Section 154 
of the Commission’s Rules and Regulations thereunder requiring the filing of 
rate schedules for the service herein authorized; and is without prejudice to 
any findings or orders which have been or may hereafter be made by the 
Commission in any proceeding now pending or hereafter instituted by or against 
the Applicant. Further, our action in this proceeding shall not foreclose nor 
prejudice any future proceedings or objection relating to the operation of any 
price or related provision in the gas purchase contracts herein involved. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Frederick Stueck, 
and John B. Hussey. 


PACIFIC POWER & LIGHT COMPANY, PROJECT NO. 2111 
ORDER APPROVING REVISED EXHIBITS AND ADJUSTING ANNUAL OHARGE 
(Issued June 30, 1958) 


Pacific Power & Light Company, licensee for major Project No. 2111, located 
on the Lewis River in Washington, on December 6, 1957, filed for Commission 
approval and inclusion in the license for the project the following revised 
exhibits showing changes made in the design of the project structures and in 
the installed capacity of the generating units: 


Exhibit L—Revised and redrawn September 1957. 


Sheet FPC No. Title 
Di pita td 2111-27 General Arrangement 
Bi cween ag 2111-28 Sections 
ee 2111-29 Powerhouse No. 1, Plan and Sections 
Oi awicey 2111-30 Main Single Line Diagram, Powerhouse No. 1 
Gemisie Rete 2111-31 Switchyard Arrangement, Powerhouse No, 1 


Exhibit M—Revised November 1957, comprising one page entitled ‘General 
Description and Specifications of Equipment.” 


an 
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The effect of approval of the exhibits, among others, will be to increase the 
rated capacity of each turbine from 87,000 horsepower at 327 feet net head to 
107,000 horsepower at 378 feet net head and the rated capacity of each genera- 
tor from 63,000 kilowatts to 68,000 kilowatts, and, consequently, increase the 
authorized installed capacity on which the capacity component of the adminis- 
trative annual charge is based—as provided in Article 37 of the license for the 
project—from 252,000 horsepower to 272,000 horsepower. 

The revised Exhibit L drawings have been approved by the Secretary of the 
Army and the Chief of Engineers in accordance with Section 4 (e) of the 
Federal Power Act. 


The Commission finds: 


(1) Exhibit L, Sheets 1, 2, 3, 6, and 7 (FPC Nos. 2111-27 through -31) and 
Exhibit M, Revised November 1957, superseding Exhibit L, Sheets 1, 2, 3, 6, 
and 7 (FPC Nos. 2111-13, -14, -15, -18, and -19) and Exhibit M, Revised Septem- 
ber 1956, now part of the license for the project, conform to the Commission’s 
rules and regulations and should be approved as part of the license for the 
project and said superseded exhibits should be eliminated from the license for 
the project. 

(2) The annual charge provision of the license (Article 37) should be changed 
to show 272,000 horsepower as the increased authorized installed capacity on 
which is based the capacity component of the annual charge for reimbursing 
the United States for the costs of administration of Part I of the Federal 
Power Act and the annual charge based on such increased capacity is reasonable 
as hereinafter fixed. 


The Commission orders: 


(A) The above-described exhibits are approved as part of the license for the 
project and the above-specified superseded exhibits are eliminated from the 
license for the project. 

(B) Article 37 of the license is amended by changing “(252,000 horsepower)” 
in Paragraph (i) thereof to “(272,000 horsepower)”. 

(C) This order is effective as of June 1, 1958. 

(D) This order shall become final 30 days from the date of its issuance unless 
application for rehearing shall be filed as provided in Section 318 (a) of the 
Federal Power Act, and failure to file such an application shall constitute 
acceptance of this order. In acknowledgment of the acceptance of this order, 
it shall be signed for the Licensee and returned to the Commission within 60 
days from the date of issuance of this order. 


Before Commissioners: Jerome K. Kuykendall, Chairman; Seaborn L. Digby, 
Frederick Stueck, William R. Connole and Arthur Kline. 


GULF INTERSTATE GAS COMPANY, DOCKET NO. G—12863 
ORDER APPROVING SETTLEMENT AND PROVIDING FOR FILING OF TARIFF REVISION 
(Issued April 11, 1958) 


This is a rate proceeding arising from a proposed increased rate and charge 
tendered for filing by Gulf Interstate Gas Company (Gulf Interstate) for the 
transportation of natural gas in interstate commerce, subject to the jurisdiction 
of the Commission, and is before us on a motion to approve a proposed stipulation 
of settlement filed by Gulf Interstate on February 3, 1958, and amended on 
March 28, 1958. 
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On June 17, 1957, Gulf Interstate applied for an order in Docket No. G-—2058 
modifying the certificate order issued in that proceeding by deleting the require- 
ment for provision in its cost-of-service rate formula of a rate of return on a 
depreciated rate base of not to exceed six percent per annum. At the same time, 
Gulf Interstate tendered for filing Second Revised Sheet No. 5 to its FPC Gas 
Tariff, Original Volume No. 1, increasing its rate of return from 6% to 6%% 
per annum. 

By order issued in Docket Nos. G-2058 and G-—12863, on July 11, 1957, the 
Commission amended the certificate order to permit inclusion in the cost-of- 
service rate formula of “a reasonable rate of return upon a depreciated rate 
base”, and suspended and deferred the use of the proposed tariff change until 
December 17, 1957, and until such further time as it may be made effective in 
the manner prescribed by the Natural Gas Act. By motion filed by Gulf 
Interstate on December 11, 1957, Second Revised Sheet No. 5 to Gulf Interstate’s 
FPC Gas Tariff, Original Volume No. 1, was made effective on December 17, 1957. 

By motion of February 3, 1958, as amended on March 28, 1958, Gulf Interstate 
requested Commission approval of a proposed settlement of this proceeding 
through inclusion in its cost-of-service tariff of a rate of return of 6.25% per 
annum, effective on December 17, 1957. Exhibits in support of its request were 
submitted by Gulf Interstate with its motion of February 3, 1958, and were 
supplemented on February 24, 1958. 

Gulf Interstate has only one customer, United Fuel Gas Company, to whom 
it renders transportation service under the cost-of-service tariff. United Fuel 
Gas Company concurs in the proposed settlement, as does the only other 
intervener in this proceeding, United Gas Improvement Company. 

Gulf Interstate presents the special and unusual situation of a single-customer 
company with limited opportunity for load building, and apparently with limited 
appeal to many investors accustomed to assuming the entrepreneurial risk. 
In order to facilitate the raising of capital, especially common equity capital, 
in a market in which at least some element of appeal is assumed, and upon con- 
sideration of the motion of Gulf Interstate and the exhibits submitted there- 
with, we approve the proposed settlement and permit the increased rate and 
charge to become effective as of December 17, 1957, subject to the terms and 
conditions hereinafter ordered. 


The Commission finds: 


(1) The proposed settlement of this proceeding on the basis heretofore de- 
scribed, subject to the terms and conditions hereinafter ordered, and as agreed 
to by all parties of record in this proceeding, is reasonable and in the public 
interest in carrying out the provisions of the Natural Gas Act and should be 
approved and made effective as hereinafter provided and ordered. 

(2) The rate of return of 634% per annum set forth in Second Revised Sheet 
No. 5 to Gulf Interstate’s FPC Gas Tariff, Original Volume No. 1, is unjust, 
unreasonable, or otherwise unlawful under the Natural Gas Act, and should be 
disallowed as hereinafter provided and ordered. 


The Commission orders: 

(A) The settlement of this proceeding on the basis hereinbefore set forth 
is approved and made effective subject to the conditions set forth below. 

(B) The increased rate and charge contained in Second Revised Sheet No. 5 
to Gulf Interstate’s FPC Gas Tariff, Original Volume No. 1, is hereby disallowed 
and denied. 

(C) Within 15 days from the date of issuance of this order, Gulf Interstate 
shall file a revised tariff sheet, satisfactory to the Commission, to be effective 
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on and after December 17, 1957, and providing for a rate of return of 6.25% 
per annum. 

(D) Gulf Interstate, within 15 days from the date of inssuance of this order, 
shall refund to its sole customer, United Fuel Gas Company, any amounts col- 
lected since December 17, 1957, in excess of that calculated on the basis of a rate 
of return of 6.25% per annul, plus interest at the rate of 6% per annum from 
the date of payment to Gulf Interstate until refunded. Gulf Interstate, within 
30 days from the date of issuance of this order, shall report to the Commission, 
in writing and under oath, the amount of the refund made to United Fuel Gas 
Company, showing separately the amount of principal and interest so paid, and 
shall serve a copy of such report on United Fuel Gas Company. 

(E) This order is without prejudice to any findings or orders which have been 
or may hereafter be issued by the Commission in any proceeding now pending 
or hereafter instituted by or against Gulf Interstate. 

(F) The proceeding in this docket is hereby terminated, subject to the terms 


and conditions contained in this order. 











APPLICATIONS OF PRODUCERS OF NATURAL GAS FOR CERTIFICATES OF PUB- 
LIC CONVENIENCE AND NECESSITY DISPOSED OF DURING THE PERIOD JAN- 


UARY 1 THROUGH JUNE 30, 1958, SERVICE BEGINNING PRIOR JUNE 7, 1954 





PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


FIELD NAME 





Arkansas Fuel Oil Corp: 

3031 Texas Eastern Trans Corp- 
H. R. Boyer et al: 

6829 El Paso Natural Gas Co-.-- 
C. P. Burton: 

4005 Lone Star Gas Co........-| 
Continental Oil Co.: 

8307 United Gas Pipe Line Co-_! 
J. Sam Dodson: 

3191 Union Producing Co. -.---- 
G. E. Hall: 

12957 El Paso Natural Gas Co-_| 
Hamer Gas Co.: | 
6719 Ohio Fuel Gas Co--..-.--- 

A. J. Hodges Industries Inc.: 
4825 United Gas Pipe Line Co-.| 

Humble Oil and Refining Co.: 
5145 El Paso Natural Gas Co.--| 
6762 Phillips Petroleum Co-...- 
6763 Shell Oil Co..............-. 
6764 Shell Oil Co_-........--..- 
6765 Shell Oil Co--- 
6766 Shell Oil Co... 
GOUT THE GRR GOW. anicnadadecccs | 
6768 Phillips Petroleum Co--... 
6769 Stanolind Oil and Gas Co. 
6770 Phillips Petroleum Co....- 
6771 Phillips Petroleum Co--.-.- 
6772 Phillips Petroleum Co--.-- 









6773 Phillips Petroleum Co....- | 
6774 Gulf Oil Corp. .-..-.-.-..- 


6776 Phillips Petroleum Co..... 
6777 Phillips Petroleum Co..._- 
6778 Phillips Petroleum Co... 
6779 Phillips Petroleum Co-_-.... 
6780 El Paso Natural Gas Co--_. 
6782 Sid Richardson Gasoline 
Co. 
6783 El Paso Natural Gas Co... 
6784 Sun Oil Co..........-...... 
6785 Stanolind Oil and Gas Co. 


6788 Phillips Petroleum Co....-. | 
6789 Lyman C. V-.......-.-.-..] 
6790 Warren Petroleum Corp---| 


6791 Warren Petroleum Corp... 
6792 The Texas Co. ............ 


6793 Continental Oil Co_......- | 


6794 Phillips Petroleum Co-....-. 
6795 Phillips Petroleum Co-_-.-..- 





6796 El Paso Natural Gas Co... 


See footnotes at end of table, 


Carthage............ 
ee 
North Brady. .-..... 
Weeks Island --.-....- 


POE ccctiminnnntes 


Sweetie Peck. .....- 


Unnamed......- 


Spraberry Trend... 
Pe Rsdiecacocecas 
Wasson 
Wasson 


NE i ideninncccains | 


Andector. .......... 





Goldsmith..-....... 
Langlie Mattix..... 
Keystone Siluri..._- | 


I np ctatnces 
La Copita.......-.... 
Kelly Snyder-_-...... 


Emperor Holt. ..... 
Monument. .-......-. 
Monument. ........ 
Cite cnniinnien 
PR iteccesccces 
Goldsmith. ......... 
Goldsmith.......... 
| 











STATE COUNTY 
Texas..... PUNO .cccecns 
N. Mex...| Rio Arriba*..... 
Canad 5 SPIO cnecnnts 
a ee 
| 7 es WO Bitten 

' 

Texas.._.- Ce 
a ee 

P Eilicccanen Webster*....... 

| 

} 

| Texas..... Midland*....... 

| ew 

CIE cacti 

Gc cctnas 

GP ncnnaves 

Ge ncccnssas 

Ce cncccssns 

a 
Texas..... NS wisceaaninnd, 
TO nas Andrews*....... 
Texas. .... Andrews........ 
ee 
Texas.....| Moore.......... 
TOMB icnc CR icctiiacens 
ee 
Texas..... ae 
Tees i icccnccanse 
ye i taneneana 
OE OE 
eOBscacs Winkler. ....... 
) Mee ecassancn 
Texas..... a 
Texas..... CP accscsses 

OE Ee 
, Whakier. ....c<« 

SG i cl Bi cnnenninnnse 
OM a 

| Texas..... a EEE 
Texas..... i icanmainnhind 
Texas_.... [((  — 

| Texas...-- Se cosiskeeka 
eee 








DISPOSI- 
TION 
DATE 


2 10 58 


2 10 58 


1 10 58 


1 29 


& & & 


& 


BSESSRRRESSEE 


4 958 
4958 
4958 
4 9 58 


4 958) 


4958 
5 12 58 








DISPO- 
SITION 


Iss. 
Dis. 
Rej. 
Rej. 
Iss. 
Rej. 
Iss. 


Iss. 


| Rej. 


Rej. 
Rej. 
Rej. 
Rej. 
Rej. 
Rej. 
Rej. 
Rej. 
Rej. 
Rej. 
Iss. 

Rej. 
Rej. 
Rej. 
Rej. 
Rej. 
Iss. 

Rej. 


Rej. 
Rej. 
Rej. 
Rej. 
Rej. 
Rej. 
Rej. 
Rej. 
Rej. 
Rej. 
Rej, 
Iss. 
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GRANDFATHER CERTIFICATES—Continued 


PRODUCER LIST 








PRODUCER#, DOCKET NO. Q-, 
AND PURCHASER# 


Humble Oil and Refining Co.—Con. 
6797 El Paso Natural Gas Co---.| 
6798 El Paso Natural Gas Co... 
6799 Phillips Petroleum Co.._.- 
6800 El Paso Natural Gas Co--- 
6801 El Paso Natural Gas Co--- 
6802 Stanolind Oil and Gas Co_ 
6803 Skelly Oil Co 
6804 Skelly Oil Co_..-.-.....-- | 
6805 Phillips Petroleum Co 

T. L. James and Co. Inc.: 
3767 Arkansas Louisiana Gas 

Co. 

Kansas Natural Gas Inc.: } 

3598 Kansas Nebraska Nat Gas | 
Co. 

Kerr McGee Oil Industries: | 
3967 Tennessee Gas Trans Co- - 
6371 Marine Gathering Co-..---| 

T. H. McElvain et al: 

6937 Cities Service Oil Co_-..--- 

C. L. MeMahon Ine: 

3703 Not reported. -.-...........- 

Magnolia Petro Co.: 

11953 Trunkline Gas Co-----.- 

12584 United Gas Pipe Line Co- 
12585 United Gas Pipe Line Co. 
12586 United Gas Pipe Line Co. 
12587 United Gas Pipe Line Co_| 
12588 United Gas Pipe Line Co. 
12589 United Gas Pipe Line Co. 
12590 United Ges Pipe Line Co-| 
12591 United Gas Pipe Line Co.| 
12592 United Gas Pipe Line Co-| 


| 


12593 United Gas Pipe Line Co-| 


12594 United Gas Pipe Line Co. 
14917 Shamrock Oil and Gas | 
Corp. 
15060 Shamrock Oil and Gas 
Corp. 
Midstates Oil Corp.: 
7028 Southern Natura] Gas Co. 
8094 Arkansas Louisiana Gas 
Co. 
Monla Gas Co. Inc.: 
3297 Southwest Gas Producing 
Co. 
R. Olsen: 
12310 El Paso Natural Gas Co... 





12629 El Paso Natural Gas Co-. 
Pan Amer Petro Corp.: 

4064 United Gas Pipe Line Co-. 

4066 The Nueces Corp......-..- 

4067 The Nueces Corp.......... 





4068 The Nueces Corp 


See footnotes at end of table, 


FIELD NAME 


Cooper Jal_........-. 
Cooper Jal......... 
McElroy.......-.- = 
Cooper Jal.........- | 
Cooper Jal 
Fasting. .. ....ccc«s«+ 
| Arrowhead P 
Terry Blinebry 
eee 


| North Ruston P....| La_.--.-- 
Hugoton 


Hog Bayou. ......-- 
Rollover 


Unnamed........... | 


Clear Creek 
Bethany 
Bethany 
Bethany 
Carthage 


Lisbon 


Monroe 
Monroe 
Monroe 


Gwinville 
8 W Jefferson 


Unionville 


Jalmat Pool 
Langlie Mattix 


Blanconia 
Agua Dulce 
Agua Dulce 
Agua Dulce 


N. Mex...| Lea 
N. Mex...| Lea 
re ee | 


As ccedeanciadirinisce 
SE SR cdot: 


wn 
@ 


8 


3S 
& SBRESSSRSSERBZ & 







— 
© 


_ 
co 


ee 
oo © 





ee 
ooo 


Ouachita........ 


ee 
ovo fo 


to 
= 


ne 
= 




















DISPO- 
| SITION 


3 | Iss. 


| Iss. 


Rej. 


| Iss. 
| Iss. 
| Rej. 


| Rej. 


Rej. 
Rej. 


Iss. 


| Iss. 


Wtd. 
Wtd. 


Rej. 


Iss. 
Iss. 
Iss. 
Iss. 
Iss. 
Iss. 
Iss. 
Iss. 
Iss. 
Iss, 
Iss. 
Iss. 


| Rej. 


Rej. 


Rej. 
Iss. 


Rej. 
Iss. 
Iss. 
Iss. 


Iss. 
Iss. 


| Iss. 


Ps 
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PRODUCER®, DOCKET NO. G-, 
AND PURCHASER# 


an Amer Petro Corp.—Con. | 

4071 Texas Eastern Trans Corp-.| 

4073 Tennessee Gas Trans Co._.| 

4074 Tennessee Gas Trans Co---| 

4075 Tennessee Gas Trans Co__- 

4618 Texas Gas Transmission | 
Corp. 

4620 Arkansas 
Co. 

4623 Tennesse Gas Trans Co-_.-.. 

4624 Arkansas Louisiana Gas | 

Co. 
4625 El Paso Natural Gas Co... 
4628 United Gas Pipe Line Co-- 


Louisiana Gas 


4629 El Paso Natural Gas Co-- 
4756 Hassie Hunt Trust--.------ | 
4760 Mississippi River Fuel |. 


Corp. | 
4828 Northern Natural Gas Co_} 
4829 Texas Ill. Nat. Gas P.L. | 

Co. | 
4830 Transcontinental G.P.L. | 

Corp. } 
4832 Northern Natural Gas Co 
4833 Texas Il. Nat. Gas P.L. | 

Co. } 
4834 Northern Natural Gas Co. 
4837 Northern Natural Gas Co.| 
4874 Phillips Petroleum Co- -..| 
4899 United Gas Pipe Line Co. 
4900 Texas Ill. Nat. Gas P.L. 

Co. 

4901 Transcontinental G.P.L. 

Corp. 

4902 Transcontinental G.P.L. 

Corp. 
5114 Transcontinental G.P.L. 

Corp. 

5662 Texas Eastern Trans. Corp. 
5664 Tennessee Gas Trans. Co_. 
5708 Texas Eastern Trans. Corp. 
5711 Tennessee Gas Trans. Co. 
5712 Texas Eastern Trans. Corp-| 
6828 Texas Eastern Trans. Corp-| 
6832 Texas Eastern Trans. Corp. 
7481 Panhandle Eastern P.L. 

Co. | 
7482 Lone Star Gas Co.-......-. 
7483 Northern Natural Gas Co.| 
7484 Southwest Gas Producing | 

Co. | 
7485 Colo. Interstate Gas Co--_| 
7489 E] Paso Natural Gas Co-...| 
7490 Permian Basin Pipe Line 

Co. 

See footnotes at end of table. 
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FIELD NAME 


DISPOSI- | DISPO- 























STATE COUNTY TION | SITION 
DATE | 
| 
§. Cottonwood Cr--.| Texas... | De Witt........ 2 10 58 | Iss. 
CO Texas..... Hidalgo.........| 2 10 58 | Iss 
South Crowley...... BAindannints Acadia.......... 2 10 58 | Iss. 
La Sal Fieja.........| Texas..... WER s ucikdniwe 2 10 58 | Iss. 
Carthage.......... lexas.....| Panola.........-. 2 10 58 | Iss. 
i | 
2 en Bi coun Bienville.......-. 2 10 58 | Iss. 
Carthage........... TOR. <c) FAR. ccisicans 2 10 58 | Iss. 
Bear Creek -........ Biiiistieed Bienville........ 2 10 58 | Iss. 
Yarbrough Allen....| Texas.....| Ector..........- 2 10 58 | Iss. 
Carthage...........- Texas..... Panola... 2 10 58 | Iss. 
PO icc nssacccns Texas..... D PON sc cacecck 2 10 58 | Iss. 
Ne Lisbon. -.-...... 2) Soe | Cla Borne. --..- 2 10 58 | Iss 
phdtanscnatia sitesi La..------| Lincoln....-...-| 2 10 58 | Iss. 
ee | Kearney® ......- 2 10 58 | Iss 
Texas..... San Jacinto-...-. 2 10 58 | Iss 
Bs ccenennncdasat Texas.....| Nueces.......... 2 10 58 | Iss. 
Hugoton............ Kans.....| Kearney*......-. 2 10 58 | Iss. 
Fairbanks. ........ en SEED... casnaucee 2 10 58 | Iss. 
en 5 issn | Kearney*-......; 2 10 58 | Iss. 
TN dcinccccau: Kans_.... | Hamilton*.....- 2 10 58 | Iss. 
ics tensitttitiinns | Texas*....| Sherman*....... 2 10 58 | Iss. 
Red Fish Bay- -.... | Texas..... San Patricio._._. | 210 58 | Iss. 
Clayton Area.......| Texas_.... | Live Oak*_..-- 2 10 58 | Iss. 
i edikccncitiansi | Texas....- | Nueces........-- 2 10 58 | Iss. 
| 
| ' ' 
8. Mimeral.........- } Pend) BO nieces 210 Iss. 
| 
eR ic ccnttintncawnd Ce ree 2 10 58 | Iss. 
West Cosden.......- oo DNB i ccavcusts 2 10 58 | Iss. 
Lucky | Texas Matagorda... 2 10 58 | Iss. 
Ki Goliad....... 2 10 58 | Iss. 
Calhoun | 210 58 | Iss. 
Goliad..........| 210 58 } Iss. 
Meyersville......... Texas..... | De Witt......../ 2 10 58 | Iss. 
Datei... cconncess | 2 10 58 | Iss. 
Se Liberal. ........- 2 10 58 Iss. 
| 
i acsitcticasitnes | Okla......| 2 10 58 | Iss. 
a rcincincincaibeaiecaig | Kans. .... | 2 10 58 | Iss. 
Pa acitaiceainnlena ow 2 10 58 | Iss. 
| | 
| 
ee Okla......| Cimarron....... 2 10 58 | Iss. 
Kutz Canyon......-. N. Mex...| San Juan-.....-- 2 10 58 | Iss. 
Eunice Monument..| N. Mex...| WR cctansecoses 2 10 58 | Iss. 
\ I | 
r 
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PRODUCER#, DOCKET NO. G-, | DISPOSI- 











DISPO- 
AND PURCHASER# FIELD NAME STATE COUNTY TION |SITION 
| DATE 
—o 
Pan Amer Petro Corp.—Con. 
7496 Permian Basin Pipe Line | Langlie Mattix.....| N. Mex.-.| Lea............- 2 10 58 | Iss. i 
Co. | 
7497 E] Paso Natural Gas Co...| Ignacio. ...........- OM Wssnca Le Plata........ | 210 58 | Iss. 
7501 United Gas Pipe Line Co-| Lisbon_........-.... BiB iatinntias Claibwzve-...... 5 8 58) Wtd. 
7504 Iroquois Gas Corp. .-.-...-.| Sheridan...........- | Texas....- | Colorado.....-.. 2 10 58 | Iss, ' 
7505 Consolidated Gas Utils. | Cement...........-- | Okla...... | Caddo.......... | 210 58 | Iss. 
Corp. | i 
7514 Phillips Petroleum Co--.-..| Panhandle.........- 2 10 58 | Iss. 
7516 Northern Utilities Co....- Beaver Creek -.....-} 3 31 58 | Wtd. 
7520 El Paso Natural Gas Co. -| Langlie Mattix.-..--| 2 10 58 | Iss, 
7521 Shell Oil Co...-. amenateaiibens Panhandle.........- | 2 10 58 | Iss. 
7522 Tennessee Gas Trans. Co..| Chesterville......-.- 2 10 58 | Iss. 
7530 Northern Natural Gas Co_} Ashland............. cs 2 10 58 | Iss. 
7531 United Gas Pipe Line Co_}| Cotton Valley - -.--- 2 10 58 | Iss. 


7533 Michigan Wis. Pipe Line | Adams Ranch 2 10 58 | Iss. 

















Co. | | : 
7536 Mountain Fuel Supply Co.| Powder Wash Area_.| Colo...-.-| Moffat.........- 2 10 58 | Iss. ) 
Parker Drilling Co.: ) 
4077 El Paso Natural Gas Co. -.| Jordan.............- | ee ee ees 2 10 58 | Iss. : 
Phillips Petroleum Company: | } 
4179 Marine Gathering Co----- 2 eee i skawes | Vermilion.._.... |} 618 58 | Wtd. 
P. R. Rutherford: | | 
6603 United Gas Pipe Line Co.| Huff..............-- Texas...-- | Refugio......... | 210 58 | Iss. 
Shamblen Gas Co.: | 
6725 United Fuel Gas Co....... Pees TM...ccccscuns | W. Va....| Kanawha......- 2 658 | Wtd. 
Slick Moorman Oil Co.: | 
6094 Fullerton Oil and Gas / Kelly Snyder-......- TOMB cccun QO viccemecnl 4 14 58 | Rej. 
Corp. | 
Svuthwestern Oil and Ref. Co.: } | 
3881 South Tex. Corp.....-..... a | Texas..... Jim Wells....... 2 10 58 | Iss. 
3tanolind Oil and Gas Comp.: | 
4668 Texas Eastern Trans. Corp.| N.E. Lisbon__......| La....-.-. Claiborne....... 2 10 58 | Iss. 
4795 United Gas Pipe Line Co-_} Ivan...............- we DOG ncccccess 2 10 58 | Iss. 
4796 United Gas Pipe Line Co.| N.E. Lisbon..-.....-. Dadesieed Claiborne....... 2 10 58 | Iss. 
6022 Lone Star Gas Co....-..-- bs tncnaweecues Okla....-.. So 2 10 58 | Iss. 
Paul H. Umbach: | 
6033 El Paso Natural Gas Co..| McKim Dist........) N. Mex..-} San Juan--..... 6 10 58 | Rej. 
0034 E] Paso Natural Gas Co. ./...................... | N. Mex...) San Juan...-.... 6 10 58 | Rej. : 
6035 E) Paso Natural Gas Co. ./................-....- N. Mex...) San Juan.......| 6 10 58 | Rej. | 
Wesley West: 
6510 Texas Eastern Trams. | Vienna............-- Texas. ...-. Lavaca.......... 6 30 58 | Iss. 
Corp. | 
York Gas Co.: | | 
6721 Ohio Fuel Gas Co......... Unnamed........... WW. Vausce] MGaccsecce 418 38 | Rej. 





See footnotes at end of table, 
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PRODUCER LIST 1145 


APPLICATIONS OF PRODUCERS OF NATURAL GAS FOR CERTIFICATES OF PUB- 
LIC CONVENIENCE AND NECESSITY DISPOSED OF DURING THE PERIOD JAN- 


UARY 1 THROUGH JUNE 30, 1958, SERVICE BEGINNING SUBSEQUENT TO JUNE 
7, 1954 














PRODUCER4, DOCKET NO. G-, | | DISPOSI- | DISPO- 
AND PURCHASER# FIELD NAME | STATE | COUNTY | TION SITION 
| DATE 
== | | 
Geo. T. Abell et al. | | 
13138 Permian Basin Pipe | Unnamed_-.......--- ye 1 3 58| Iss 
Line Co | 
John F. Anderson et al.: | | | | 
14145 Texas Ill. Nat. Gas P.L. | Menefee........--.-- Texas... | Wharton_....... |} 5 21 58 | Iss 
Co. 
Adkins, Drig. Co., Inc., et al.: 
13172 Hope Natural Gas Co.-..| Triadelphia Dis_.... WeViiaeas Giiiia seats 3 25 58 | Iss 
Admiral Drig. Co. Inc. et al.: | 
13638 United Gas Pipe Line Co.| Heinze.............. | Temes.....) Begvil......csece | 131 58)/ Iss. 
Ajax Oil and Development: | | 
12781 Kansas Nebraska Nat. | North.......-.....-- Celt...) TAG. | 210 58 | Iss. 
Gas Co. | 
Aluminum Co. of America: | 
13290 Southern Natural Gas Co_| Section 28........-.- Deccan St. Martin...... | 418 58 | Iss. 
Amoy Minerals Corp. et al.: | | 
11538 Texas Ill. Nat. Gas P.L. | N. McFadden.-...-- | Texas ----| Viste. cicncane 1 20 58 | Iss 
Co. | 
Ambassador Oil Corp et al.: | | 
12755 Colo. Interstate Gas Co...| Mocane............- DCs DONG nkcnitnd« | 210 58) Iss 
Amerada Petro Corp.: 
9901 Transcontinental G.P.L. | Leleux. -.-............| La...--.-. | Vermilion....... 1 7 58) Iss 
Corp | | | 
11175 Pacific Northwest P.L. Ignacio Area. .....-- CAR tas | La Plata........ 3 7 58) Iss. 
Corp. | | | 
14116 United Gas Pipe Line Co.| S. Lewisburg-._.....-- Bi akon -| 4 7 58} Iss. 
14222 Transcontinental G.P.L. | Mission Bridge----- | Texas. ...- | Victoria_........ | 6 258} Iss. 
Corp. | 
Amoy Minerals Corp. et al.: | | 
14163 Texas Ill. Nat. Gas P.L. | Witts......-......-- Texas....-. Victoria......... | 6 30 58 | Iss. 
Co. | 
Anson Petro Corp. et al.: | | | 
13856 Colo. Interstate Gas Co...| Laverne............- i: Se _ ere 6 2 58) Iss. 
Anderson Pritchard Oil Corp: | 
13209 Michigan Wis. Pipe Line | Laverne...........-- Geiiisinn ) 4 24 58 | Iss. 
Co. | 
13884 Southern Union Gather- PNG seiniidlaclntnhdtasinis | N. Mex...| San Juan........| 5 2 58] Iss. 
ing Co. | 
14216 E] Paso Natural Gas Co..| Crosby.............- We ie secaces. | 6 258] Iss. 
Morris Anisman: | | 
12402 Texas Eastern Trans | Greenwood.........- F Wiscoects CORE. cents | 3 3 58} Iss. 
Corp. | | | 
Arkansas Fuel! Oil Corp.: 
12851 United Gas Pipe Line Co.| Bourg-..-...-..----- iaessiapeai Terrebonne.....| 6 2 58 | Iss. 
13592 Texas Ill. Nat. Gas P.L. | Caledonia..........- | Texas. ..-- ET 3 25 58 | Iss. 
Co, | 
Ashland Oil and Rfg. Co. etal.: | 
12796 Michigan Wis. Pipe Line | LaVerne.........-..- | Ciin......| Ba pecenswcess | 4 24 58/ Iss 
Co. | | 
12812 Champlin Refining Co_...| Unnamed__......-.- Okla.....- Oklahoma.....-.| 6 258) Iss 
12813 Champlin Refining Co....| Unnamed._.......-- | Okla...... | Oklahoma__....| 6 2 58) Iss. 
Atlantic Refining Co.: | 
8808 Texas Eastern Trans. Corp_| Ruston.........-.-.- a aicinitbinicin | Lincoln........- 6 5 58)| Rej. 
10715 Texas Ill. Nat. Gas P.L. Hagist Ranch---..-. ‘Teste.....) DUO ...ccsccus 3 13 58 | Iss. 
Co. \ 


See footnotes at end of table. 
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PRODUCER#, DOCKET NO. G-, | DISPOSI- DISPO- 
AND PURCHASER# | FIELD NAME STATE COUNTY | TION — 
| | | DATE 
| | | } 
| a : —|— i—— 
Atlantic Refining Co.—Con. | | 
10970 Wilcox Trend Gathering | Cabeza Creek.......| Texas_...- idncdenia | 11758 Iss 
Sys. | | 
12448 Texas Eastern Trans | Adams Ranch---... eee Orange.........- | 325 58 | Iss 
Corp. | 
12849 Texas Eastern Trans | Jackson Doty_.-.---- Texas... Hardin......... 187 58 | Iss, 
Corp. | | | 
12988 Colo. Interstate Gas Co_..| Laverne._._- axnst Qe deien Pe enknce les 58 | Iss. 
13860 Tensas Gas Gathering Locust Ridge -.-._.-- Bho ccacs | Tensas..........| 116 58| Wtd. 
Corp. | | | | 
14402 Tensas Gas Gathering | Locust Ridge-------} Sea. | Tensas_......-_-| 3 31 58. Iss. 
Corp. 
Austral Oil Explor. Co. Inc.: 
11253 American Louisiana P.L. | N. Holly Beach...-- PB ccecee } Cameron......-- 1 17 58 | Iss 
Co. } 
12825 United Fuel Gas Co__--__-. | §. Lake Arthur__.-.| La_..-- Jefferson Davis*.| 1 20 58 | Iss 
12967 United Gas Pipe Line Co.| Lake Hatch.._..._-- La ‘i Terrebonne _ _. 1 24 58 | Iss. 
H. L. Ayers Gas Co.: | 
12124 Hope Natural Gas Co_...| Murphy Dist.......| W. Va....| Ritchie_......- 1 7 58| Iss 
J. W. Ayers Gas and Oil Co.: | | 
13319 Hope Natural Gas Co__..| Murphy Dist-_.--.-- W. Va_...| Ritchie. .._...- 4 25 58 | Iss 
Aztee Oil and Gas Co.: | | | 
13103 Southern Union Gather- | Blanco............-- N. Mex...| San Juan........| 5 2 58/ Iss 
ing Co. | | | 
13722 El Paso Natural Gas Co__| Unnamed_-__......-- | N. Mex...) San Juan........ | 6 2 58 | Iss 
13880 Southern Union Gather- | Blanco...........--- N. Mex...| San Juan.-...-- | 5 258] Iss 
ing Co. | 
B. B. M. Drig. Co., et al: 
12354 El Paso Natural Gas Co..| Spraberry........... Texas..... Midland........ 2 10 58 | Iss. 
Baker Taylor Drig. Co.: | | 
13810 Northern Natural Gas Co.| Douglas Northru....; Texas.---- Och Ltree.....-- 3 18 58 | Iss 
J. C. Barnes et al.: 
14334 West Texas Gathering Co.| Emperor............ | ae WHEE ccccsnee 6 27 58 | Iss 
Amerada Petro Corp.: 
Re ee IE OEE oc ctecdw dn ccbcendacalenecncnsccsdnciecwescdsandentalonbdhitents 
Howard Bartlett: | 
13457 Hope Natural Gas Co_...| Grant Dist.......-.- W.. Va.....] BRON. 6 .n.cc 3 25 58 | Iss, 
Bearwallow Oil and Gas Co.: 
13414 Hope Natural Gas Co_...| Union Dist......--- W. Va...-| Ritchie. ........ | 3 25 58| Iss. 
Beaver Lodge Oil Corp.: 
13106 Southern Union Gather- | Blanco.............. N. Mex...| San Juan......-.- 5 2 58! Iss. 
ing Co. 
Bee Oil and Gas Co.: 
12186 Carnegie Natural Gas Co.| Unnmamed_-.........- We Welciin) HDD. ccccctan 1 7 58 | Iss. 
Big Piney Oil and Uranium: 
11149 Pacific Northwest P.L. | Big Piney Area...-.. 0 Sublette. ....... 3 7 58) Iss 
Corp. | 
A. F. Brann: 
11153 Natural Gas P.L. Co. of | Camrick SE_........| Okla....-- | ‘Tesae........... 3 7 58 | Iss. 
Amer. 
British American Oil Prod.: | 
8764 Panhandle Eastern P.L. | Greenough--..-....-.- Okla...... | Beaver.......-.. 6 3 58 | Iss. 
Co. | 
12636 Champlin Oil and Ref. Co-| Witcher........-..-- Okia...... Oklahoma......- | 6 2 58 | Iss. 


See footnotes at end of table. 
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PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


British American Oil Prod.—Con. 
12752 Kansas Nebraska Nat 
Gas Co. 


13636 Southern Natural Gas Co- 


Charles F. Buckwalter: 


13688 United Gas Pipe Line Co. 


Buffalo Oil Co.: 


12214 United Gas Pipe Line Co. 


Burton and Price Ind. Inc. E.: 
9709 Lone Star Gas Co-_-_--- 
W. I. Burton Industries Inc.: 
12714 United Gas Pipe Line Co 
C. F. and H. Oil Co. Inc.: 


13972 United Gas Pipe Line Co-| 


Cabot Carbon Co.: 


11221 Natural Gas P.L. Co. of| 


Amer. 


12643 Colo. Interstate Gas Co-. 


13383 El Paso Natural Gas Co 


14132 Northern Natural Gas Co_| 


Woffard Cain: 
13712 El Paso Natural Gas Co 
The Calif. Co.: 


13222 Southern Natural Gas Co. 





Tennessee Gas Trans. Co 
Southern Natural Gas Co 
lery Inc.: 
10515 Texas Ill, Nat. Gas P.L. 
Co. 
Robert Cargill: 


11163 Arkansas Louisiana Gas |N. Scottsville......- 


Co. 
Ear! Carlton Inc.: 


12640 Texas Eastern Trans.| 


Corp. 
Carson Hrs Gas Co.: 
4855 Equitable Gas Co 
Carter Jones Drig. Co. Inc.: 


11371 Texas Eastern Trans. 


Corp. 


13103 Texas Eastern Trans 


Corp. 


13458 Arkansas Louisiana Gas | 


Co. 


14119 Arkansas Louisiana Gas 


Co. 
The Carter Oil: 


12353 Colo. Interstate Gas Co. .}| Mocane 
12869 Colo. Interstate Gas Co..| Unnamed 


13075 Kansas Nebraska Nat. Gas.| Unnamed 
Co. | 
13188 Natural Gas P.L. Co. of Unnamed..........-. 
Amer. | 
13278 Northern Natural Gas Co.| Unnamed 


13679 Pacific Northwest P.L. 
Corp. 


See footnotes at end of table. 


| 
| FIELD NAME 
| 


| 
| Walker 
| 


I saccacme iene | 


| Pistol Ridge__.-.-- 


Ridge 
| 
East Brady 


Unnamed 


Pistol Ridge 
| 


| . ‘ > 
Camriec Se Pool 


Mocane 
Ps iscsi 


BEE 


Bayou Long-.-..... 


Offshore 


| W. Black Bay--.... 


Baileys Prairie... 


Stewarts Creek... 


| S. Hallsville 


Tatum 


Unnamed 
\ 


PRODUCER LIST 


BOOS cccnccins 


| Plaquemines... 


Pearl River... 


i seiniaseioesebed 


Prairie Morrow...- 
Rio Arriba*...- 


BTM ctacntcn 


Plaquemines* 
Plaquemines-.__! 


PMTs oncesaa 


Turtle Bay Lotz... Chambers. ....- 


Pe a sassinivte 


DISPOSI- | 


TION 
DATE 


3 31 58 


6 258 


a ww wow 
& & 
Se & & 


a 
& 


a 
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PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


W. W. Carter et al.: 

4720 Texas Eastern Trans. Corp. 
Champlin Oil and Rfg. Co.: 

12356 Panhandle Eastern P.L. Co 
Cheyenne Oil Corp of La. et al.: 


- 1: ~ r te | 
12721 Texas Gas Transmission 


Corp. 
The Chicago Corp et al.:. 
11481 Texas Eastern Trans. 
Corp. 


Christie Mitchell Mitche: 
13806 Texas Ill. Nat. Gas P.L. Co. 
Cities Service Oil Corp.: 
12424 El Paso Natural Gas Co_- 
12845 Colo. Interstate Gas Co 
13450 El Paso Natural Gas Co-_. 
14437 West Texas Gathering Co- 
14529 Phillips Petroleum Co- -- 
Cities Serv. Prod. Co.: 
13228 Michigan Wis. Pipe Line 
Co. 
Anson L. Clark et al: 
« 13006 Lone Star Gas Co-_------ 
Clark and Cowden Prod. Co. et 


al.: 
13454 Pacific Northwest P.L. 
Corp. 


Clark and Cowden et Al.: 





12722 Lone Star Gas Co 
Clark Dale Drig. Co.: 

14169 Phillips Petroleum Co. -- 
W. P. Clements, Jr.: 

7052 United Gas Pipe Line Co- 
Clif Mock Co.: 

12991 Tennessee Gas Trans. Co- 
Garland Clymore: 

13095 Trunkline Gas Co._-...-- 
Coastal States Gas Prod. Co.: 


12397 Texas Eastern Trans. 
Corp. 
13317 Texas Il. Nat. Gas P.L. 


Co. 
Coastal States O. and Gas C.: 


9870 Texas, Ill. Nat. Gas P.L. | 


Co.: 
George H. Coates: 
9039 Tennessee Gas Trans. Co-_- 
Columbian Carbon Co.: 
11120 New York St. Nat. 
Corp. 
11121 New York St. Nat. Gas 
Corp. 
13074 New York St. Nat. 
Corp. 
13974 Hope Natural Gas Co-_-.- 


Gas 





See footnotes at end of table. 





FIELD NAME STATE 
Wilcox Trend-_.....- | Texas..... 
IR aiciaimonens Kans. .... 
South Elton........} La........ | 
Chapman Ranch-..} Texas...-- 
Joyce Richardso....}| Texas_...- 
Se Lea County-..-_--- N. Mex..-| 
Greenwood....- Ome... 
Vamnemel. ... ....<<< Tee. .... 
EN... nncnsnusl UD cccs 
W. Panhandle -__.-- } Texas...- 
Fe Okla.....- 
I  csiinicischenclocganioaes } Okla...-- 
Unnamed.........- N. Mex... 
BE uceccbsdauie ae 
SRNR Gn. ccccccsen Texas... 
Cabeza Creek Ar...| Texas-_---- 
Magnet Withers_...| Texas__--- 
E. Collettoville --...- nine 
John C. Robbins....| Texas. _.-. 
bin tcnnennon Texas..... 
POE <n sckncees Texas... 
We iisitinctinnan Texas..... 
i Picsaccsas 
Unnamed..........- Wi cisncigus 
Appalachian. .-...... Bs ia sich 





| 
DISPOSI- | DISPO- 




















Blackwater Anti....| W. Va.... 


COUNTY TION | SITION 
| DATE | 
| | 
OOP sicnetwsiin | 2 10 58 | Iss. 
| 
Morton......-.-. | 3 3 58 | Iss 
| Jefferson Davis..| 2 10 58 Iss, 
| 
| 
Nueces.......... | 1 7 58 | Iss 
Harris 4 7 58 | Iss 
i 
WR ptdwekunsd 3 25 58 | Iss 
Baca_.- 6 258 | Iss 
Cochran. ._.-- -| 3 18 58 | Iss 
Winkler. .......| 6 2 | Iss 
Moore........- | 6 | Iss 
| 
Harper-........-.. | 4 24 58 | Iss 
| 
| Gervin........- 3 3 58 | Iss. 
| 
| 
Rio Arriba.._.-- | 3 25 58 | Iss 
Stephens......- 3 3 58 | Iss 
| Reagan.........| 1 29 58 Rej. 
| 
| Goliad.........- | 210 58 | Iss 
| | 
Wharton.._.... 3 3 58 | Iss 
| | | 
FRR cacenicn 1 28 58 | Iss. 
Gene. scsecan 3 25 58 | Iss. 
| 
Refugio. ......- 1 27 58 | Iss. 
| 
| San Patricio--- 1 7 58 | Iss. 
| } 
Hidalgo.......- 1 24 58 | Iss, 
| 
Jefferson... -.-...-. 2 30 58 | Iss. 
Jefferson....-.- 2 10 58 | Iss. 
| Indiana-........ 2 10 58 | Iss, 
Randolph. -....- 3 31 58 | Iss. 
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] 
PRODUCER#, DOCKET NO. G-, | | DISPOSI- | DISPO- 
AND PURCHASER# | FIELD NAME STATE COUNTY | TION SITION 
| DATE 
| 
| waa 
Columbian Fuel Corp.: | 
11126 Texas Ill. Nat. Gas P.L. | Milton.............. Teret.....- Petit 3 7 58 | Iss. 
Co. | } 
12487 United Fuel Gas Co....-- Unnamed..........- | Ba incsnietidetsiiains 4 7 58! Iss. 
Commonwealth Oil Co.: | | 
12989 Texas Eastern Trans. | Commonwealtb..--- Teem.....: | San Patricio... 3 25 58 | Iss 
Corp. | 
The Connally Oil Co.: | | 
13782 Penova Interests. -....-..- | Sheridan Dist.-....- | W. Va...-| Calhoun......-- | 3 25 58 | Iss. 
Continental Oil Co.: | | | 
11083 Texas Eastern Trans. | Cabeza Creek.-.-.--- | Texas... Cnn 1 17 58 | Iss 
Corp. | 
13301 Southern Natural Gas Co_} Loisel_.......---.-- Becta OS Ratt”. .1... 418 58 | Iss 
13855 Southern Natural Gas Co_| Lake Fortuma...-... Mi awenee | St. Bermard.....| 3 17 58 | Iss 
14843 West Texas Gathering Co_| Emperior.-_....----- | Texas....- DPE sccntndco | 6 27 58 | Iss. 
Edwin L. Cox: } 
12688 Panhandle Eastern P.L. | Unnamed-_---.....-- | Kans......| Morton.........| 6 19 58 | Iss 
Co. | | | 
12716 Natural Gas P. L. Co. of | Camrick Pool_....-. Okla.....-. | Beaver_....---- 3 3 58 | Iss 
Amer. 
Rupert Cox et al. | 
2730 Texas Eastern Trans. | Albrecht--.---...- i See ee 2 10 58 | Iss 
Corp. 
Crescent Oil and Gas Corp.: | 
14125 Texas Gas Transmission | Iota..............-- Be ccdies } Acadia..........|..4 25 38 | Iss. 
Corp. | 
David Crow: | 
10572 Transcontinental G.P.I. | Kinder_.........--. a Ce es 
Corp. 
Crow Drig. and Producing Co.: | | 
12720 Arkansas Louisiana Gas Ga ciamnmadne Spacey Claiborne. -.-....-. |} 210 58 | Iss. 
Co. | | 
Lillie C. Cullen et al.: | 
13873 Southern Natural Gas Co.| Tantine..........-- | Plaquemines.- -- 3 31 58 | Iss 
Cyprus Oil Co. et al.: | 
12762 Transcontinental G.P.I. | E. White Lake......| La....-..- Vermilion.__... 2 10 38 | Iss 
Corp. | 
13870 United Gas Pipe Line Co-_| N. Indian Hills..-- Texas. ..-- | Montgomery..._| 4 17 58 | Iss. 
Damron Development Gas Co.: | | | 
12168 Hope Natural Gas Co_..-.| Triadelpbia Dis_--.-- | Wie Winch Sos ca ccaarns 1 7 58 | Iss. 
Leland Davidson et al.: 
i 8373 El Paso Natural Gas Co-- Spraberry.........-. } Texas.....| Oramge......... | 6 5 538} Iss 
i Davis and Powell: 
i 12920 Hope Natural Gas Co-...| Southwest Dist. -...- | W. Va....| Doddridge-..... | 1 6 58| Iss. 
) Davis and Puder: 
12705 Henderson Trust No. 2...| W. Panhandle-.-._- Texas.....| Hutchinson- 6 19 58 | Iss. 
| Joe D. Davis et al.: | | 
: 12970 Tennessee Gas Trans. Co.; Mustang Creek.....| Texas..... Colorado......-- | 1 9 58} Iss. 
i Charles F. Debardeleben, Jr.: | 
8495 Tennessee Gas Trans. Co..| Bethany_.-.......-- Texas.....| Harrison®.......| 6 5 58 | Iss 
i 8496 Tennessee Gas Trans. Co..| Carthage...........- Texas..... | Harrison*.-...-- 6 5 58} Iss 
i J. F. Deem: | | | 
i 13251 Hope Natural Gas Co....| Murphy Dist-.....- ee 4 25 58 | Iss. 
' Deep Fork Natural Gas Co.: 
i 10895 Texas Eastern Trans. | Harco...........-..- Wiicsneck Ric scents 1 17 58} Iss 
i Corp. | | | | 
| See footnotes at end of table. 
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PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


| 


| 
| 


FIELD NAME 





Delhi Taylor Oil Corp.: 
12834 El Paso Natural Gas Co--| 
12906 Texas Ill. Nat. Gas P.L. | 

Co. | 

James Doughty et al.: | 
12929 Texas Il Nat Gas P.L. Co.| 

Paul V. Draughp, Jr.: | 
12624 United Gas Pipe Line Co-| 

Dunn Mar Oil and Gas Co.: 

13411 Hope Natural Gas Co-..--| 

Durbin Bond and Co. Inc. et.: | 
9060 Southern Natural Gas Co-.| 

Elliott Inc.: 
14381 Skelly Oil Co............. 

Ells and R. J. Allison: 
12940 Lone Star Gas Co.-.....-- 

Fairman Drig. Co.: 

14409 New York St. Nat. Gas | 
Corp. | 

Felmont Oil Corp. et al: | 

14212 Manufacturers Lt. and 
Ht. Co. | 

Ferrell Oil and Gas Co.: 
12276 Hope Natural Gas Co. --- 

Bert Fields et al.: 

13302 Texas Eastern Trans. 
Corp. 

Forest Oil Corp. et al: 

12337 United Fuel Gas Co-.---.-- | 

Francis Oil and Gas Ine. et al: 
12893 Cities Service Gas Co--... 

Berkshire Oil Co. et al: 

13224 Southern Natural Gas Co. 

Frankfort Oil Co.: 

11503 American Louisiana P. I. 
Co. | 

Jules G. Franks et al: | 
13174 Hope Natural Gas Co_... 
13413 Hope Natural Gas Co---- 

Free Lichty Drig. Co. et al: 

13022 Cities Service Gas Co.... 

L. D. French et al: 


12350 Texas Eastern Trans Corp.| 
| 


Frio Drilling Inc. 
12554 Unit Gas Co. Ine_.......- | 
Gas Producers Corp.: | 








13105 Southern Union Gather- | 


ing Co. 
13882 Southern Union Gather- 
ing Co. 
Gasoline Production Corp.: 
11526 Texas Eastern Trans, Corp. 
General Minerals Corp.: 
12844 Texas Gas Transmission 


Corp. | 
See footnotes at end of table, 


Texam South-.....- 


Maxie Pistol RI 


Mannington Dist--- 


Unnamed 1} 


UVRMGMRG, cccccccsn- | 


E. Panhandle--.-...-- 


Luthersburg-~-.-...... j 


Cherry Hill........- 


Sheridan Dist....... 


CR 


Ellis North........ -| 


5 ee 


Bayou Pigeon....... } 


Second Bayou--..-.. 
Dekalb Dist_-...... 
Sherman Dist-.....- 
Johnstone Ranch... 
East Kingsville -...- 


BO Ce iancacnen 


a ciiuiicincninaniencii 


ee 








COUNTY 


San Juan_. 4 
| Nueces.......... 


Live Oak 


Forrest....... 


| Indiana......- - 


|} Calhoun....-- 


Chickasaw. --- 


Acadia....... 
| Barber.......... | 

Tberia......-..-- 
| Cameron 
De iiccscne | 
Calhoun... .... 
| Washington 
| Kleberg...-..- 


ft. 


San Juan 


San Juan 























































! 
DISPOSI- | DISPO- 





TION SITION 
DATE 

| 

| 

| 

| 
2 10 58 | Iss. 


2 10 58 | Iss. 


6 3 58 | Iss. 


1738 | Iss. 
1 20 58 | Iss 
3 3 58 | Iss 





4 18 58 | Iss 
1 17 58 | Iss 
| 
3 25 58 | Iss. 
3 25 58 | Iss. 
2 10 58 | Iss 
1 708 | ts. 
3 25 58 | Iss. 
5 258 | Iss 
5 2 58 | Iss. 
1 17 58 | Iss 
1 3 58 | Iss, 
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| 

| 
PRODUCER#, DOCKET NO. G-, | 
AND PURCHASER# | 

} 


Georesearch Inc. et al: | 
14289 Tensas Gas Gathering 
Corp. 
C. G. Glasscock Tidelands: 
13781 Southern Natural Gas Co. 
Glen Rose Gasoline Co.: | 
2651 Arkansas Louisiana Gas | 
Co. 
The Globe Oil and Rfg. Co.: 
12615 Colo. Interstate Gas Co.-.-} 
Delbert Goff et al: 
13165 Hope Natural Gas Co---- 
J. R. Goff: } 
10337 Trunkline Gas Co......... 
Graham Michaelis Drlg. Co.: 
12490 Kansas Nebraska Nat. | 
Gas Co. 
12491 Northern Natural Gas Co. 
12523 Northern Natural Gas Co. 
12616 Kansas Nebraska Nat. | 
Gas Co. 
12729 Colo. Interstate Gas Co-.} 
Great Sweet Grass Oils Co.: 
12843 Cities Service Gas Co_...- | 
Greenbrier Oil Co. et al.: 
13883 Southern Union Gather- 
ing Co. 
Grubb and Hawkins: 
10826 Texas Eastern Trans, | 
Corp. | 
Gulf Oil Corp.: | 
8563 El Paso Natural Gas Co-_.. 
9991 Michigan Wis. Pipe Line Co_| 
12326 El Paso Natural Gas Co.-- 
12348 Michigan Wis. Pipe Line 
Co. 
12475 Natural Gas P.L. Co. of | 
Amer. 
12504 Cities Service Gas Co_._.-. 
12649 E] Paso Natural Gas Co---| 
13004 Colo. Interstate Gas Co-_. 
13047 Trunkline Gas Co-_......- 
13129 Cities Service Gas Co-..... 
13445 El Paso Natural Gas Co-.| 
13447 Southern Natural Gas Co_| 
14837 West Texas Gathering Co | 
Michael T. Halbouty: 
13225 Texas Eastern Trans.Corp.| 
Claud B. Hamill: 
14367 Texas Ill. Nat. Gas P.L.Co_! 
Hamilton Dome Oil Co. Ltd.: | 
13381 Texas Eastern Trans. Corp.| 
Jake L. Hamon: 
13407 Lone Star Gas Co......--- 


See footnotes at end of table. 








PRODUCER LIST 


FIELD NAME | STATE 

| 
ROGRGF .2<ccccssecas ae Jefferson 

| | 
E. Bayou Pigeon....| La........ 
ccactinnccens Dp cisactnien 

| 
Greenwood.......... | Kans... .. 
Ty Br casncccons W. Whhacce 
Clear Creek.........} La........ | 
I ciiciixtninncnslh Saaidiied: | 
Hugotem.......<.- Kans__...- 
NE ccrcasitsiuisianl } Kams...... 
NERA. ccccccasecs | See cance 
Hugoton........... .| Kans...... | 
Unnamed........... |} Okla...... 
2 N. Mex... 
i iciincccipmitiand | ‘Texas... 

ee esienttndsintian N. Mex... 

PRUNE. ncecccenacess| BE ksasen 
pe, 5 ee 


Nichols Pool........| Kans......} 


Camrick Pool.... --| Okla......| 
| 
Unnamed_-_.....- -| Kans...... 
Crosby Devonian...; N. Mex--- 
8.W. Camp Creek...) Okla.....-. 
i siciecanenigciataaiani | Texas....- 
Unnamed..--........- Okla. _...-| 
Running W.......-- } Texas....- 
Black Bay......-...- S Biicenies 
I, ciccenssie Texas... 
| 
8. Garwood........-. ky = 
Spanish Camp-.-..-- Texas... 
| 
tient | Texas..... 
Unnamed........... | Okla...... 


Lavaca.......... 


San Juan... 
TC incisanonns | 


| Plaquemines-_--- 


| 


Beauregard*..../ 
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| DISPO- 
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NEW 





PRODUCER LIST 








PRODUCER#, DOCKET No. a-, DISPOSI- | DISPO- 
AND PURCHASER# FIELD NAME STATE COUNTY TION | SITION 
ATE 
SR ea ering i | Con iret ane ince 
Hanley and Bird: 
12919 New York St. Nat. Gas Appalachian... Pic ccsues Clearfield... __ 2 10 58 | Iss, 
Corp. | | 
14228 Manufacturers Lt. and Unnamed... Pics | Clearfield_______ 6 258 Iss, 
Ht. Co. | | 
14239 The Sylvania Corp... Unnamed__.._._ We enc! Clearfield_...._.| 6 2 58 | Iss 
Hanley Co. et al: | | | | 
13212 E] Paso Natural Gas Co_. Spraberry..... Baie | Glasscock*______ 6 258 | Iss, 
13213 El Paso Natural Gas Co.- Spraberry...... | Texas._.__| Glasscock. _____ | 6 258] Iss, 
13214 El Paso Natural Gas Co..! Spraberry.... | Texas...../ Reagan. | 6 258] Iss, 
Hardman Farm Oil and Gas: | | 
11741 Hope Natural Gas iss Smithville... |W. Va....| Ritchie.......__. 1 7 58 | Iss, 
H. C. Hargrave: 
12847 United Gas Pipe Line Co. Blanconia....-- | Texas.____| ee 6 258 | Iss, 
Dewey Harris etal.: 
13091 Equitable Gas Co.....___ Skin Creek... | W.Va Re 2 10 58 | Iss, 
J. E. Harris: | 
13093 West Virginia Gas Corp... Unnamed... OP cade Saiki oe | 210 58! Iss 
Dan J. Harrison Jr. et al.: | | | 
12453 Texas Gas Corp. Unnamed... | Texas | Chambers._.___| 5 58 | Iss 
Wallace Harrison: 
13175 United Gas Pipe Line Co. OS aut d on | Miss | Forrest ___ 3 25 58 | Iss, 
G. L. Haught: 
11133 Hope Natural Gas Co__ Smithville... | W. Va | Ritchie. ____ 3 25 58 Iss, 
Osbourn Gas Co.: | | 
13321 Hope Natural Gas Co___. Murphy Dist. ....__| W. Va | Ritchie._.._____ 4 25 58 | Iss, 
Hawkins and Kelly: | | 
9986 Trunkline Gas Co___ -----| South Epps... ___ La... | East Carrol*_. 1 17 58 | Iss, 
John B, Hawley Jr,: | | 
12732 Texas Eastern Trans | West Cosden______ Texas isco tie 2 10 58 | Iss, 
Corp. 
MCHA. Oil and Gas Co. 
13537 South Penn Natural Gas Spencer Dist__..____ W.Va | Od. 3 25 58 | Iss, 
Co. | 
Estate of William G. Helis: | | 
13553 Southern Natural Gas Co. Lake Campo oesccee! EG...... | Plaquemines ___| 3 17 58 | Iss 
13554 Southern Natural Gas Co_} Black Mist Re cata! Plaquemines.___| 3 17 58 | Iss, 
lighland Oil and Gas Co.: | 
12945 Hope Natural Gas Co___. Murphy Dist______ | W. Va Ritchie.....____ 2 10 58 | Iss, 
Roy G. Hildreth et al.: | | 
11730 Hope Natural Gas Co____ MOOT . | W. Va_.__} Calhoun..._____ 3 25 58 | Iss, 
Holland A mer. Petro Corp. et al.: | | 
13014 Texas Eastern Trans cite td Texas. __ | Live Oak...___. 3 3 58 | Iss, 
Corp. 
Hollandsworth Oil Co.: | 
12355 Mississippi River Fuel Woodlawn... | Texas.___. | Harrison.....___ 3 3 58 Iss, 
Corp. | 
Honaker Davis Drig. Co. et al.: 
11788 Cities Service Gas Co___. Wildcat.......___ 3 Kans. ____ Barber__..____ 1 7 58 | Iss, 
12395 Cities Service Gas Co.....! Wildcat... | Kans__ Barber....._.___ 3 3 58 | Iss, 
12450 Cities Service Gas Co.....! Wildeat.... | Kans__. Barber....._____ 3 25 58 | Iss, 
Horizon Oil Gas Co, et al.: | 
12907 Northern Natural Gas Co. Hansford... | Texas Hansford.._____ 


See footnotes at end of table, 





SERVICE CERTIFICATES—Continuea 
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PRODUCER LIST 


1 


153 





Co. 


H. L. Hunt 
Est. of L. B. Hunt: 


Hunt Oil Co.: 


R. C. Hynson: 


Geo. Jackson 


Co. 


Joyce Gas Co.: 


Co. 
Katz Oil Co. et al.: 
Keating Drig. Co.: 


Co. 


Co 








NEW SERVICE CERTIFICATES—Continued 
PRODUCER#, DOCKET NO. 6-, | DISPOSI- | DISPO- 
AND PURCHASER# FIELD NAME | STATE COUNTY | TION | SITION 
| DATE | 
= | d 7 i 
Howell Holoway Howell et al.: 
13115 Southwest Natural Gas | N Bayou Boulli.....) La_.- | St Martin*_. 4 18 58 | Iss 
| | | 
Hudson and Hudson Ine, et al.: | 
15093 West Texas Gathering Co.|; Eumont-.-.--. | Texas... Winkler. . 6 27 58 | Iss 
Hudson Gas Oil Corp.: 
13711 United Gas Pipe Line Co_| Elysian.-.- Texas.. Harrison_. 3 25 58 | Iss. 
Humble Oil and Refining Co. 
8543 Plymouth Oil Co Plymouth - - Texas- San Patricio. 6 5 58 | Iss. 
9702 Phillips Petroleum Co. Fuhrman Masho-. Texas Andrews 5 28 58 | Rej. 
10636 Skelly Oil Co. Jo Mill Spraber. Texas. | Borden 5 20 58 | Rej. 
10829 Phillips Petroleum Co Goldsmith... | Texas. Andrews* 5 20 58 | Rej. 
13009 United Gas Pipe Line Co.| Halter Island-_-. La. . Terrebonne 1 20 58 | Iss. 
13108 Tennessee Gas Trans Co W Rock Island_ -- Texas_ Colorado 2 10 58 | Iss. 
14603 West Texas Gathering Co.| Emperor Texas. Winkler 6 27 58 | Iss. 
10335 Trunkline Gas Co-- Clear Creek | La.. Beauregard®* _ 1 17 58 | Iss. 
10333 Trunkline Gas Co--- Clear Creek.......- ae Beauregard® . .. 117 58 Iss 
| | 
14229 Southern Natural Gas Co.| Gwinville._.....- Pe ankind Jefferson Davis*| 2 6 58 | Rej. 
The Hunter Co. Inc. et al 
13817 United Gas Pipe Line Co_| Logansport......--- 7 De Soto_....---- 1 30 58 | Rej. 
11165 United Gas Pipe Line Co_| Pistol Ridge Ma....| Miss...-- POI ice 37 oe 
Inland Nat. Gas Line | | 
10807 El Paso Natural Gas Co._| Unnamed--.-.---.-.- Texas..... B OR sc cnesaue 1 24 58 | Iss. 
3749 Carnegie Natural Gas Co.| New Milton Dist...| W. Va....| Doddridge.-.-_-- 5 12 58 | Wtd. 
13825 Equitable Gus Co.........| Skin Creek Dist_....| W. Va-_- Lewis 3 35 58 | Iss. 
T. L. James Co., Inc | 
13040 Arkansas Louisiana Gas | Simsboro..........-. Lua Lincoln* . 2 10 58 | Iss 
| 
Johnson and Appling et al.: 
8130 Tennessee Gas Trans. Co West Hotchins-_..- Texas Wharton........ | 6 5 58 Iss. 
| i 
Lewis A. Johnson Gas Co. et al.: | | 
4856 Carnegie Natural Gas Co_.| Stewarts Creek......| W. Va....| Gilmer.........- 2 10 58 | Iss 
E. M. Jones Oil Co. et al.: | | 
10380 United Gas Pipe Line Co.| N. Hondo Creek_...| Texas-_-.-.-- Karnes sh 1 6 58 | Iss 
12290 Hope Natural Gas Co....| Unnamed.--...-.-- W. Va....| Logan..........- 1 758 | Iss 
Kansas Nat. Gas Inc | 
9012 Kansas Nebraska Nat Gas | Hugoton.......-...- Kans.....- | Keermy...<..... | 6 4 58 | Iss 
| 
“ | = fa j 7 | 
9115 Colo. Interstate Gas Co....| Hugoton............ } Kans......| Kearny.....-...-| 6 30 58 | Iss. 
| | | 
12476 Trunkline Gas Co.-....... NR  ccitctainthediininneel | Texas..... Jim Wells......- 5 7 58 | Iss, 
| | | 
| } | 
14581 Kansas Nebraska Nat.Gas | Pawnee Hills........| Colo.....- ne 6 5 58 | Iss. 
| | 
- } | 
James E. Kemp et al.: | | 
13808 Texas Ill. Nat. Gas P.L. | Caledonia..........- | Teac | Busk............- | 3 25 58 | Iss. 
Kerr McGee Oil Industries: | | | 
12886 Michigan Wis. Pipe Line | Laverne............- aE Be | 4 24 58 | Iss 


Co. \ 
See footnotes at end of table. 
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PRODUCER#, DOCKET NO. G-, | 
AND PURCHASER# 


Kewanee Oil Co: 


12478 Panhandle Eastern P.L. | Nichols...-.......-- 


Co. 
Fred C. Koch: 


12366 El Paso Natural Gas Co..| Blanco Mesa Verde.} 


Patricia Leigh Gas Co.: 


13327 Hope Natural Gas Co__..| Triadelphia Dis.....| 


Lampton Oneal Williams: 


FIELD NAME 


12510 United Gas Pipe Line Co-_| Pistol Ridge_....... 


C. M. Langton Trustee: 
10334 Trunkline Gas Co 
Earl H. Linn et al.: 
12944 Hope Natural Gas Co-- 
Quintin Little: 


14142 Lone Star Gas Co_.......| Sherman 


Lone Star Producing Co.: 


13907 Transcontinental G.P.L. | Pleasanton----- 


Corp. 
Lone Tree Oil Co.: 


sosaenen Clear Creek 


Murphy Dist 


13066 Hope Natural Gas Co. Ellsworth Dist_-_- 


C. H. Lyons Jr. et al: 


13204 Arkansas Louisiana Gas | Carthage-.-- 


Co. 
Lyons and Logan et al.: 


11665 Texas Eastern Trans. | S. Hall 
Corp 

13199 United Gas Pipe Line_- 
Co. 


13487 Southern Natural Gas Co_| Bayou 
McAlester Fuel Co. et al.: 


13556 Texas Eastern Trans. | Fort Lynn.. 


Corp. 
W. C. McBride, Inc.: 


12773 Cities Service Gas Co.- Waterloo 


Kenneth McCullough: 


11701 Hope Natural Gas Co-_. McKim Dist 


J. C. McCullough Farm Gas Co.: 
11192 Hope Natural Gas Co... 
T. H. McElvain et al.: 


E. Bell City 


WOU cancaus 


a. 


Lafayette Dist.....- 


13345 Pacific Northwest P.L. | Bondad....-..-.-- 


Corp. 
McGeorge Oil and Gas Co.: 


13067 Hope Natural Gas Co_. Washington Dist. sil 


Harold S. McKay et al.: 


14208 New York St. Nat. Gas | Rockton 


Corp. 
P. C. McKenzie: 


11737 Cumberland Allegheny | Buckhannon Dist--- 


Gas Co. 
Magnolia Petro. Co. et al.: 


11860 Cities Service Gas Co....| North Rhodes--...- 
11861 Cities Service Gas Co....| Hardtmer_........-- 
11862 Cities Service Gas Co_...| Medicine Lodge. - 


11870 Panhandle Eastern P.L. | Prairie 
Co. 


See footnotes at end of table. 
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4 PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


STATE 


N. Mex... 


Ws Wikio 


ee 
Ws Vs 
Texas... 


Texas. 


W. Va.. 


Texas. _- 


Texas... 


Okla--.-- 


Wa Vaness 


We VOen. 


| Colo..... 


ed Viaws 


Kans... 
Kans. . .- 


| Kans... 


Texas. 


COUNTY | 


BOE. snciscce j 


San Juan.......-.| 


Logan 


Forrest®.........} 
| Beauregard*_..-| 


Ritchie_... | 


Grayson _. | 


Atascosa. .-- 


Tyler. _- 


Panola 


Harrison 


Caleasieu - -...- } 
Iberia* 


Miller. _-- | 


Logan 


Pleasants -....- | 


La Plata.._.____| 


Calhoun... 


Clearfield. ......| 
|} Upshur. -- 


|} Barber-....--- 
Barber... 

Barber . 
Hansford - -..---| 





DATE 


to 
S 


to 
8 


to 


10 


58 


58 





| | 
DISPOSI- | DISPO- 
TION 


| SITION 













Iss, 


Iss. 


| Iss. 
| Iss, 
| Iss. 


Iss. 









PRODUCER®, DOCH 
AND PURCHASER# | 


ET NO. G-, 


Magnolia Petro. Co.—Continued 

11912 American Louisiana P.L. | 
Co. 

11913 Tennessee Ges Trans. Co 

11915 Colo. Interstate Gas Co__| 

11934 Tennessee Gas Trans. Co. 

11955 Trunkline Gas Co-_- 

11956 United Fue] Gas Co... 

11985 United Fuel Gas Co. 

11986 Arkansas L 
Co. 

11987 Trunkline Gas Co-. 


| 
1 
Trans. 
| 
} 
| 


juisiana Gas 


11998 Texas Eastern 
Corp. 

11999 Natural Gas P.L. Co. of | 
Amer. 


| 
12081 Tennessee Gas Trans. Co. | 
12085 Tennessee Gas Trans. Co | 
12088 Lone Star Gas Co_. | 
12091 Permian Basin Pipe Line} 
Co. | 
12093 Natural Gas P.L. Co. of 
Amer 
12095 Colo. Interstate Gas Co..| 
12096 Colo. Interstate Gas Co-_| 
12097 Texas 
Corp. 
12100 Northern Natural Gas Co-_/| 
12101 Cities Service Gas Co-_..-. 
12102 Cities Service Gas Co- 
12364 Northern Natural Gas Co 
12614 E] Paso Natural Gas Co-_- 
12654 United Gas Pipe Line Co. 
12655 United Gas Pipe Line Co. 
12656 Cities Service Gas Co_._- 
12657 Texas Eastern 
Corp. 
12820 Texas Gas Transmission 
Corp. 
12840 Colo. Interstate Gas Co... 
12861 Lone Star Gas Co ‘ne 
12904 Colo. Interstate Gas Co... 
13324 Michigan Wis. Pipe Line 
Co. 
13543 Texas Il. Nat. Gas P.L. 
Co. 
13943 United Gas Pipe Line Co. 
14246 Tensas Gathering 
Corp. 
Mapenza Oil Co.: 
12644 Permian Basin Pipe Line 
Co. 
M. H. Marr: } 
12921 Arkansas Louisiana Gas 


Eastern Trans. 


Trans. 


Gas 





Co. 


See footnotes at end of table. 


PRODUCER LIST 


FIELD NAME 


NEW SERVICE CERTIFICATES—Continued 


COUNTY 







TION 


DATE 


1155 


DISPOSI- | DISPO- 
| SITION 





Cameron.......-.. 


Piedre Lumbre...-. 
Keyes... 
Franka.... 


| San Carlos_. 


Chalkley-.. 


| Gum Cove.. 


Rodessa... 


Bearhead Creek... 
Willow Springs... 


Camrick - - -- 


Sun. 

Bethany - - 

Fox Graham... 
Monument.... 


Camrick.- --- 
Greenwood... 


Greenwood 
Karon 


Hugoton 
Hugoton 


8. Glenwood_.- 


SW Camp Creek.... 


Spraberry 
Pistol Ridge 
Bethany 
NW Sharon.. 
San Manuel 


Caledonia.......... 


N. Indian Hill 
Lake St. John 


Eumont 


Simsboro 





Texas- 


La... 
Texas. 


Okla_.- 


Texas 
Texas 
Okle 

N. Mex. 


3 
& 
8 
ti 





Texas... | 


Wibiscsesaal 


sain: 
a 





Bi éctnes 


} Cameron... 


| Cimarron... 


| Lea... | 
| Texas. 
| Morton... 


| Live Oak 


| Beaver... 


at (ROE. concewe 


eS 


Colorado-. 


| Hidalgo- 


Cameron.. 


Cameron.. 


BE cccnendad 


Beauregard. _.__| 
Gregg... ae 
} 


Texas. 


Starr... 


| Panola | 


Stephens_. 


Morton 


Seward. ..... 
Haskell. .......-. 
NS acckence 
Upton... 
ED Giintincnine 
a 
Barber. 
Hidalgo 





Jefferson Davis - 


ee icidssiadebibinted: 


Montgomery...- 
Tensas 


| er: 





6 


6 


6 


6 


5 19! 


19 


19 58 


19 


19 § 
319 5 
19 5 


19 
19 


19 § 


19 § 
19 5 
19 § 


19 


19 { 
19 5 
6 19 


oF 


a ¢ 


0 


19 


19 5 
19 ! 


tw 


10: 


25 


24 


25 § 


17 
31 


10 5 


10 5 


58 
58 





Iss. 


| Iss. 


Iss. 


| Iss. 
| Iss. 


Iss. 
Iss. 


Iss. 


Iss. 


i Iss. 
| Iss. 


Iss. 


Iss. 


| Iss. 


Iss. 
Iss. 
Iss. 
Iss. 
Iss. 


Iss. 


Iss. 
Iss. 
Iss. 


Iss. 


| Iss, 
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PRODUCER LIST 


NEW SERVICE CERTIFICATES—Continued 


| 


PRODUCER#, DOCKET NO. G-, 























| DISPOSI- | DISPO- 
AND PURCHASER# FIELD NAME STATE | COUNTY | TION SITION 
| | DATE | 
_ — —— | — 
| 
Mathews Hrs. Gas Co.: 
13241 Hope Natural Gas Co_...| DeKalb Dist_......- W. Va....| Gilmer..........| 4 25 58 | Iss. 
C. L. Maxwell Hrs. Gas Co.etal.: | 
4858 Carnegie Natural Gas Co...) DeKalb Dist-_.....-- | W. Va....| Gilmer..........| 2 10 58 | Iss 
John W. Mecom et al.: 
13110 Southwest Natural Gas | Lake Washington...| La....---- Plaquemines - - 4 18 58 | Iss 
Co. } 
Elborne Petro Corp.: | | 
11784 El Paso Natural Gas Co._.| San Juan Basin--..-- N. Mex. San Juan........ 4 24 58 | Iss. 
Midstates Oil Corp. | | | 
8795 Arkansas Louisiana Gas | Waskom-----.------ | Texas... Harrison. -.... 6 5 58 | Iss. 
Co. | | | 
13306 Cities Service Gas Co | N.E. CAGE... cncccen] GeeRcccns Grant. 4 25 58 | Iss 
13668 Tensas Gas Gathering | Lake St. John_......| La._-- | Tensas 3 31 58 | Iss. 
Corp. | 
Midwest Oil Corp. et al.: 
12814 El Paso Natural Gas Co Pecos Valley. --..-.-- | Texas.....| Pecos... .- -| 6 2 58) Iss 
Miss. River Fuel Corp. et al.: | 
10422 Texas Eastern Trans. | Debach Area___...- Do ithatecesbece De Soto......... 1 2 58 | Iss 
Corp. | | 
10466 Tennessee Gas Trans. Co..| LaRose.-.........-.| La.--..-.-- Lafourche. -- 1 2 58 | Iss. 
10467 Tennessee Gas Trans, Co | Debach Area......-- ‘ | Jefferson Davis 1 2 58 | Iss. 
Mitchell Smith and Archer: | | 
12816 Warren Petroleum Corp__| East Panhandle.....| Texas.....| Wheeler. 8 58 | Iss 
Monla Gas Co. Inc. et al.: | | 
13281 Southern Natural Gas Co.| Unnamed_-.......-- Bi. scene } Ouachita......- 3 17 58 | Iss. 
Monsanto Chem. Co.: 
12639 Northern Natural Gas Co.| I icicneincenaice Kans...... | Meade......-.- -| 6 19 58 | Iss 
C. F. Moran: 
12122 Equitable Gas Co--.....-- Indian Fork......... ee ee 1 7 58 | Iss. 
J. A. Morgan: | 
11164 United Gas Pipe Line Co.| Pistol Ridge Ma....| Miss.....- ING sa: miteniene | 3 7 58; Iss, 
Robert Mosbacher: | 
12404 Texas Eastern Trans. |Aldine.......-..-...-. | TON..ncs i. eee 3 25 58 | Iss. 
Corp. | 
12772 United Fuel Gas Co_.....| Valentine. .......... ieadinaie | LaFourche-.-- 1 20 58 | Iss 
13821 Transcontinental G.P.L. | S. Pleasanton.....-- Texas..... Atascosa......-.- 4 7 58 | Iss. 
Corp. 
W. H. Masser: | 
10846 Hope Natural Gas Co....| Appalachian......-- Ww. Va....| Riteite. ......<. | 6 4 58] Iss. 
11279 Hope Natural Gas Co....| Union Dist.......-.- a eee 1 27 58 | Rej. 
Mull Drilling Co. Ine. et al.: 
12603 Cities Service Gas Co.....| Unnamed__-.-.-.--.- ee eee 6 5 58 | Iss. 
Murchison Trusts: 
12651 El Paso Natural Gas Co_.| Blanco_-...........- i icenes | 26 PItA......- 6 19 58 | Iss. 
Natural Gas Distributing: j 
8556 Tennessee Gas Trans, Co._| Bethany..-........- Texas....- | Panola.........- 6 5 Iss. 
Cincy Gas Co.: 
13097 Carnegie Natural Gas Co_| Union Dist.......-- We Vis kas) PRs < Kécanns | 210 Iss. 
Nemaha Oil Co. et al.: | | 
13090 El Paso Natural Gas Co.._| Unnamed--.-.-........ Texas. ...- | Pecos -| 3 25 58 | Iss. 
Newman Bros. Drlg. Co. et al.: | 
12990 Transcontinental G.P.L. | Greta............... e.. css | Refugio. .......- | 3 3 58 | Iss. 





Corp. 


See footnotes at end of table, 


| 

























PRODUCER LIST 
} 
NEW SERVICE CERTIFICATES—Continued 
PO- | PRODUCER#, DOCKET NO. G-, | DISPOSI- | DISPO- 
ON } AND PURCHASER# FIELD NAME STATE COUNTY TION SITION 
| | DATE 
C. L. Norsworthy, Jr.: 
. 13575 El Paso Natural Gas Co__| House--.--.-..-- Eee 3 25 583 | Iss 
North Fork Development Co.: | 
. 13173 Hope Natural Gas Co__..| Grant Dist .....- W. Va. Wetzel 3 25 58 | Iss 
No. Nat. Gas Producing Co.: | 
. 13012 Northern Natural Gas Co_| Hugoton Kans. ....| Grant__..-. 3 3 58 | Iss 
The Nueces Co.: | 
12444 Transcontinental G.P.L. | Orcones Texas. i aensniadis 3 25 58 | Iss 
Corp. | 
M. P. O. Meara et al.: 
13339 Southern Natural Gas Co_| Lake Fortuna Eiindca St. Bernard.____| 3 17 58 Iss 
The Ohio Oil Co. et al.: | 
12185 United Gas Pipe Line Co_| Theall Area ais | Vermilion. 3 25 53 | Iss. 
12293 Texas Eastern Trans. | Logansport---- a S RO MOORs cacnccs | 1 758 | Iss 
Corp. | 
13217 El Paso Natural Gas Co_.| Spraberry...........| N. Mex-.-..| Rio Arriba__-- 4 25 58 | Iss. 
13678 El Paso Natural Gas Co__| Blanco_........-- _.| N. Mex...] San Juan. ..._-- 6 2 58 | Iss. 
12525 Colo Interstate Gas Co La Verne. -- | Harper*__.- } 2 10 58 | Iss. 
12578 Colo Interstate Gas Co-.- a Okla.-.-.-- | Beaver......- .-| 6 2 58] Iss 
Oil and Gas Property Mgmt.: | 
11618 El Paso Natural Gas Co_.| West Gueydan..--- N. Mex*._}.San Juan*. .... 1 17 58 | Iss, 
2769 Northern Natural Gas Co_| Farnsworth. ....... Texas__- Ochiltree_..... 3 3 58 | Iss. 
14197 Texas Ill Nat Gas P.L. Co.| Old Ocean- Texas._...| Matagorda__-_- 6 2 58} Iss. 
Okla. Nat. Gas Co.: j | 
13204 Michigan Wis Pipe Line | Laverne. .-...-.--- Okla..... Harper.........- | 4 24 58 | Iss 
Co. } 
Olin Hill Gas Co.: | 
13691 Hope Natural Gas Ceicaul Washington Dist...! W. Va....| Calhoun........ 3 18 58 | Iss. 
Olsen Oils Inc.: | | 
13133 El Paso Natural Gas Co_.| Jalmat............-- Se, ial Bite cccctmtan } 4 1 58} Iss. 
Otter Slide Development Co.: } | | 
' 13164 Hope Natural Gas Co....| Union Dist.........- W. Va..cal Ritchie..........| 3 25 58 | Iss. 
K. D. Owen et al: | | | 
, 9591 Transcontinental G.P.L. | Sour Lake.......-.-- Texas....- co eee | 1 258 Iss 
Cor. | | 
P. and S. Oiland Gas Corp.: | | | 
13867 Hope Natural Gas Co--.-- DR Sea cdneacanes | W. Va....| Kanawha*.....- | 3 25 58 | Iss 
Palmer Hill: | | 
13320 Hope Natural Gas Co....| Lee Dist..........-- | W. Va....| Calhoun......... | 4 25 58 | Iss, 
Pan American Petro Corp.: | 
I. 11208 Skelly Oil Co........-.... Panhandle. ........- | Texas.....| Carson.......... | 210 58 | Iss 
12341 Phillips Petroleum Co....| Fuhrman Mascho...| Texas.....| Andrews-.......- | 3 3 58 | Iss. 
12363 El] Paso Natural Gas Co..| W Gallegos Cany.-..| N. Mex...| San Juan_.....-. | 131 58 | Iss 
12365 United Fuel Gas Co---.-.- | Valentine. ........-- eiinakciesa | LaFourche--..--} 1 20 58 | Iss 
12418 Arkansas Louisiana Gas | DP iiiticctdnenannee Br i caceassetnesta nes 2 10 58 | Iss. 
Co. | 
12419 Champlin Oil and Ref Co.| Witcher............. i. Ee Oklahoma....... 3 25 58 Iss 
12868 Michigan Wis Pipe Line | IG stcccicniats | 4 24 58 | Iss. 
Co. | | 
14336 West Texas Gathering Co.| Emperor_.........-- Texas..... Ro. | 6 27 58 | Iss. 
14395 E] Paso Natural Gas Co...} Aztec........-..---- N. Mex...} San Juan........ 4 22 58 Dis. 
14461 West Texas Gathering Co_| Emperor__...-...--- ‘Teuss......) Wihitt...cc<+<- 6 27 58 | Iss. 
Parker Petro Co. Inc. et al.: | 
13001 Frank E. Kirkpatrick, Jr..| Blackwell, East.....| Okla_...-- sci 3 3 58 | Iss 


See footnotes at end of table, 
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PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Peerless Oil and Gas Co.: | 
12370 El Paso Natural Gas Co-. 
12427 Phillips Petroleum Co----| 
14807 El Paso Natural Gas Co--/} 

Phillips Petro Co.: 
13382 Kansas Nebraska Nat. 

Gas Co. 
13578 Permian 
Line Co. 
13655 El Paso Natural Gas Co-- 


Basin Pipe 


14160 Natural Gas P. L. Co. 
of Amer. | 

14323 Tensas Gas Gathering 
Corp. 


Pioneer Oil and Gas Co. Inc.: 
13384 United Gas Pipe Line Co.) 
Pioneer Production Corp.: | 
12628 Northern Natural Gas Co- 
Plymouth Oil Co.: 
12699 Hope Natural Gas Co 
Pontiac Refining Corp.: 
12553 Unit Gas Co Ine 
Pubco Petro Corp. et al: 
13104 Southern Union 
ing Co. 
13881 Southern Union 
ing Co. 
The Pure Oil Co.: 
14236 West Texas Gathering Co-_! 
B. H. Putman: 
9935 Gas Transport Inc........- 
J. Moses Raad: 
13226 South Penn Natural Gas 
Co. 
Reed and Reed: 
13270 United Gas Pipe Line Co.| 
Renwar Oil Corp. et al.: 
13795 Tensas Gas Gathering | 
Corp. 
Roberts and Murphy: 
12848 Northern Natural Gas Co. 
Robert F. Roberts et al.: 
13139 United Gas Pipe Line Co-_| 
Lewis S. Rosenstiel et al.: 
13282 United Gas Pipe Line Co. 
N. R. Royall IIT et al.: 
13697 Pacific Northwest P.L. 
Corp. 
Rupp Ferguson Oil Co. et al.: 
12783 Colo. Interstate Gas Co... 
Rush Cook Gas Co.: | 
12151 Hope Natural Gas Co-.--| 
H. F. Saunders: 


| 
j 
| 


Gather- 
| 
Gather- 





10121 Colo. Interstate Gas Co... 





See footnotes at end of table, 


FIELD NAME STATE 
NE Noelke......... Texas..... 
W Panhandle-.._..- | PORN. c. 
PID seaicnsniaeintiteeisiais | N. Mex...| 
Unnamed..-........-. ae 
Unnamed........... | Texas..... 
MeceElroy............ Texas..... 
| eee Okla...... 

| Locust Ridge-...... is wiaenianes 
| | 
Pistol Ridge........ PB cnn 
Waka Area.......... | Texas..... 
Unnamed..........- WwW. Fea ca 
Bay CONOR itceiee | Texas. -.... 
PD Ac inncciccsic N. Mex... 
Ere | N. Mex...| 
Emperor..........-.- | THR. 
| 
a er W. Va...- 
WUE. ota cucesce | WW. VGied 
| 
PRU taeda, | Miss.....- 
POG oon cceceesss | Mesckcked 
PR caccesuscen Pe en 
ee Texas. .... 
W. Puerto Bay-.---| Texas..... 
II soci pantennciinanel WO ccess 
PR a ctineaidiarinene | Kans...... 
ee | W. Va.... 
Pe Rnneniegscnenwe ORR. ..0.. 


DISPOSI- 








| COUNTY a 

| 

| Crockett........ 3 358 

| Moore®..........] 3 25 58 

OE ee 6 15 58 

ROR cistaecd 3 25 58 | 
And Ews....... 1 27 88 | 

| ee 2 20 58 
PP inci cannes 4 25 58 

| Tensas...-.....- 3 31 58 

| 
PORTE. cncsceus 3 19 58 

| 

| Ochiltree....._.. 6 258 | 

PRS cotees | 619 58 

| Duval...........| 3 25 58 

| San Juan........| 5 2 58 

| San Juan........ | 5 258 

WIR. sccottais 6 27 58 

S Wr ce 1 258 

| Doddridge...... 6 258 
| 4 25 58 

Concordia......- 3 31 58 
ee 6 258 
PUM cctcinuis 3 19 58 

| San Patricio....| 1 31 58 
La Plata.......- 3 18 58 

| PO ca encice 2 3 58 
Wyoming......- 1758 

| Texas.........-- 4 14 58 





| DISPO- 
SITION 


Iss. 
| Iss. 


Wtd. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss. 


Iss, 


Iss, 


Iss. 





| Iss. 
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PRODUCER#, DOCKET NO. G-, | DISPOSI- | DISPO- 
AND PURCHASER# FIELD NAME STATE COUNTY TION SITION 
DATE 
Schermerhorn Oil Corp.: 
12579 Permian Basin Pipe Line | Eumont..........-..| N. Mex-...| La- 62 58) Iss 
Co. 
13200 Michigan Wis Pipe Line | Laverne.......-..-..-- ff: See Harper-.-_- 4 24 58 | Iss 
Co. | 
W. L. Schnitz L. Cummings: 
13760 Transcontinental G.P.I. | N. Starks............) La......... Calcasieu_ 6 20 58 | Iss 
Corp. 
Frank A. Schultz et al,: 
13109 El Paso Natural Gas Co..| Blanco__.......----- N. Mex Rio Arriba__--- 4 25 58 | Iss 
13340 El Paso Natural Gas Co_.| Blanco....-.-.------ | N. Mex...| San Juan*_. 3 25 58 | Iss 
Seaboard Oil Co. et al.: 
11970 United Gas Pipe Line Co.| Maurice Area_...-.- DE esiabbiiade | Vermilion*_... 3 31 58 | Iss 
12425 Texas Eastern | Chapman Ranch....| Texas. - Nueces. 2 10 58 | Iss 
Corp. | 
Secure Trusts: 
10336 Trunkline Gas Co Clear Creek.........| La.. Beauregard* 1 17 58 | Iss 
Seneca Oil Co.: 
15020 Cities Service Gas Co | Cherry Vale.......-- ) Obie... Grant 5 27 58 | Dis 
The Sharples Oil Corp. et al.: | 
10718 Phillips Petroleum Co_...| Unnamed...........) Texas... And EWS 418 58) Rej 
Shell Oil Co.: | 
11743 Texas Ill. Nat. Gas P.L. | Old Ocean. .-..-..--.- | Texas.....| Brazoria... 1 7 58} Iss 
Co. 
12050 Kansas Nebraska Two Mile.......-.. Colo......| Weld... 3 3 58 | Iss 
Gas Co. 
12051 Kansas Nebraska Shell State..........| Nebr......| Cheyenne--_-- 2 10 58 | Iss 
Gas Co. 
12336 Colo. Interstate Gas Co...) Riverside...-....- .| Okla......| Beaver..... 3 3 58/| Iss 
12351 Phillips Petroleum Co_...| Fuhrman Mascho...| Texas... And EWS 3 358) Iss 
12832 Northern Natural Gas Co_| Hugoton............ | Kans_.....| Grant... P 6 2 58/| Iss 
13256 Southern Natural Gas Co.} i tkiscmieedonark Ps cebccull Se eens 4 18 58 | Iss 
13308 Michigan Wis. Pipe Line | Laverne_..........-- Okla_...-- | Harper-. 4 24 58 | Iss 
Co. | | 
13598 United Gas Pipe Line Co.| Jennings.-.-........-.. MN ccccniemiieal | Acadia 2 10 58 | Iss 
13944 Southern Natural Gas Co.| W. Black Bay- -.---- La........| Plaquemines....| 3 17 58 | Iss. 
13945 Southern Natural Gas Co.| Lake Campo....-.--.- Bvcouiues Plaquemines 3 17 58 | Iss. 
14348 West Texas Gathering Co_| Emperor__........-. | Texas. ...- | Winkler__._- 6 27 58 | Iss 
Siboney Petro. Corp.: | | 
13933 Tennessee Gas Trans. Co_| Morales.........-.-- | Texas. .... | Jackson. -- 6 5 58 | Iss 
Sinclair Oil and Gas Co.: | | 
8539 Texas Ill. Nat. Gas P.L. | Fairbanks- -.-.-.....-- | Texas. ...- Harris_-... 6 5 58 | Iss 
Co. | 
8801 Tennessee Gas Trans. Co..| Tomball.........-.- | Texas....- Harris...........| 6 5 58} Iss. 
9077 Tennessee Gas Trans. Co..| Tabasco. -.......--- POR sind | Hidalgo. ---.-- | 1 24 58 | Iss. 
12311 Permian Basin Pipe Line | Prentice..........-.- | Texas....- Yoakum’. ...-. 2 10 58 | Iss. 
Co. | 
12332 Arkansas Louisiana Gas | Sentell..........-..- BA ecaekan DOI visi ce citer 1 7 58 | Iss. 
Co. | 
12352 Texas Gas Transmission | West Lisbon-....-.-.-- S Bi canbecd Claiborne ---..--- 3 3 58 | Iss. 
Corp. | | 
12464 Natural Gas P.L. Co. of | Grand Valley......- Okla...... Texas........-- 5 7 58 | Iss. 
Amer. 
12465 Natural Gas P.L. Co. of | Grand Valley....-... Okla...... BONG. 2 2cnsas 5 7 48 | Iss. 
Amer. i 


See footnotes at end of table. 
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PRODUCER#, DOCKET NO. G-, DISPOSI- | DISPO- 
AND PURCHASER# | FIELD NAME STATE COUNTY TION SITION 
DATE 
een | a a Seta = si 
Sinclair Oil and Gas Co.—Con. | 
12642 Panhandle Eastern P.L. PR aos ci ncewe | Kans. ....| Meade.....- 6 19 58 | Iss 
Co 
12698 Cities Service Gas Co__--] Eureka._............] Okla_.--.-] Grant*____- 6 19 58 | Iss. 
13020 Texas Eastern Trans. | Jackson Doty.-.....| Texas.....| Hardin. ....... 2 10 58 | Iss. 
Corp 
13299 Michigan Wis. Pipe Line | Laverne---.----.--- Bi See iy: eeeenee 4 24 58 | Iss 
Co. | 
Skelly Oil Co.: 
12286 El] Paso Natural Gas Co..| Unnamed....-.-.-..| N. Mex...| San Juan__...._| 1 7 58 | Iss. 
12347 Texas Eastern Trans. | Yoward...------.--- a aia ines 2 pr ite 3 3 58 | Iss. 
Corp. | | 
12443 El Paso Natural Gas Co.-| Unnamed.-_.-.--.__- | N. Mex..-.| Rio Arriba_--_. 3 25 58 | Iss. 
12492 El Paso Natural Gas Co._| Unnamed..........- | N. Mex..-.| Rio Arriba..-_. 5 7 48 | Iss. 
12815 El Paso Natural Gas Co-.| Cooper Jal Pool..--- ee See eee Iss. 
12891 El Paso Natural Gas Co..| Unnamed_------..--- | N. Mex...| Rio Arriba..._-- | 210 58 | Iss 
12927 El Paso Natural Gas Co-.-.| Pictured Cliff....-.- | N. Mex...| San Juan........ | 210 58 | Iss 
James F. Smith, et al.: | | 
12426 Shamrock Oil and Gas | W. Panhandle ----- | Texas.....| Hutchinson_- wa 3 25 58 | Iss 
Corp. 
Sohio Petro. Co.: | | 
10274 Natural Gas P.L. Co. of | McFarland Unit_._.] Okla____.- | Beaver..........| 1 3 58 | Iss 
Amer. 
12839 Natural Gas P.L. Co. of | Camrick S. E_-.....| Okla_.___- Beaver*...-.....| 2 10 58 | Iss 
Amer. | | 
13135 Southern Natural Gas Co_| Bayou Boullion_-_-_.- | La...-....| Iberville*.......| 4 18 58 | Iss. 
13334 Panhandle Eastern P.L. | Unnamed_.--_-....... Ciena | Beaver....- - 3 25 58 | Iss. 
Co. | 
13393 Panhandle Eastern P.L. Unnamed._.-_.-...-.- |} Okla. Beaver-_- é 3 25 58 | Iss 
Co. | j 
13602 Texas Ill. Nat. Gas P.L. | Caledonia........._.| Texas_- | Rusk....-.-- .---| 3 25 58 | Iss 
Co. 
13829 Texas Gas Transmission | Egan__.......-...._| La_._-.-._| Acadia____- a 3 25 58 | Iss 
Corp. 
Solar Oil Co.: | 
12609 Northern Natural Gas Co.| Harper Ranch.___..| Kans__- Clark...........| 6 5 58] Iss 
South Tex. Oil and Gas Co.: 
8425 Tennessee Gas Trans. Co.| Morales Area_...-__| Texas__-- Jackson..-.... 6 5 58 | Iss. 
8426 Tennessee Gas Trans. Co.| Nursery Area.......| Texas_.._.| Victoria____- 6 5 58 | Iss. 
8427 Tennessee Gas Trans. Co.| Bentonville. -..-._- | 'Texas.....| Jim Wells.-_._. 6 5 58 | Iss. 
Southern Petro. Exploration: | 
13132 Pacific Northwest P.L. | Unnamed..-....._._- N. Mex.--.| Rio Arriba__.-- 3 25 58 | Iss 
Corp. | | 
So. Union Gathering Co.: | 
13101 El Paso Natural Gas Co..| Blanco_.....-------- | N. Mex...|} San Juan. .-..- 5 2 58 | Iss. 
13879 El Paso Natural Gas Co..| Mesaverde____-_- al N. Mex...| San Juan. -.-.-.-.. 5 258 | Iss. 
Southland Royalty Co.: 
14233 El Paso Natural Gas ted Unnamed..-.....- i Texas.....| Pecos......----.| 5 5 58 | Wtd. 
14235 El Paso Natural Gas Co_.| Unnamed_---_.--_-- Texas....-| Pecos....------ 5 5 58 | Wtd. 
Southwest Gas Producing Co.: | 
14257 Tensas Gas Gathering | Rodney............- | Miss. ....- | Jefferson - - - seed 3 31 58 | Iss 
Corp. | | | 
Southwest Nat. Production: | | | | 
14209 United Gas Pipe Line | Sibley....-......-..| La_...--.- | Webster. -.-- Ls 6 30 58 | Iss. 
Co. | | 


See footnotes at end of table. 
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AND PURCHASER# FIELD NAME STATE COUNTY TION | SITION 
DATE 
Southwestern Development: 
13250 Hope Natural Gas Co....| Sheridan Dist_.....- W. Va....| Calhoun........ 4 25 58 | Iss. 
Standard Oil Co. of Tex.: 

13661 El Paso Natural Gas Co..|/ Wilshire........-.-- Texas..... Upton..........| 3 18 58 | Iss. 

13830 El Paso Natural Gas Co..| Blanco........-.--.- N. Mex...) San Juan........| 3 25 58 | Iss. 

13861 E] Paso Natural Gas Co-.|.......-....--.------- TORR .na0 FOO. cansennase 3 17 58 | Iss. 

13962 Texas Eastern Trans. | Gist..........-.----- Texas..... FASE par covaces 6 2 58) Iss. 
Corp. 

Stanolind Oil and Gas Co.: 

4898 United Fuel Gas Co.-.....- Valentine........--. ae 2 10 58 | Iss, 

§282 Texas Eastern Trans Corp.| Karon.........-.-.-- Texas...-. 2 10 58 | Iss. 

8612 Northern Natural Gas Co..| Hugoton.-.....-...-- Kans...... 2 10 58 | Iss. 

10301 Natural Gas P.L. Co. of | McFarland Unit-....| Okla....-- 1 3 58} Iss. 
Amer, 

11053 Jernigan and Morgan | East Victor........- Okla.....-. ee inssnnnnd 2 10 58 | Iss. 
Trans. 
11231 Texas Ill. Nat. Gas P.L. | East Maxine.-......- Texas..... Live Oak........ 2 10 58 | Iss. 
Co. 
Fryer and Hanson Drilling: 
2521 Arkansas Louisiana Gas | Carthage .....-..---.- Texas....- Panols........<<- 4 21 58 | Dis. 
Co. 
Reed Starcher: | 
11729 Hope Natural Gas Co....| Washington Dist....| W. Va..-.| Calhoun.-.....- 3 25 58 | Iss. 

States Oil Co. Inc.: 

13370 United Gas Pipe Line Co.| Greenwood.....-...- elastic GE cccccosce 2 10 58 | Iss. 

The Stevens Co. Oil Gas: 

13888 Panhandle Eastern P.L. | Greenwood--.-....-- Kans...... Morton. ........ 3 25 58 | Iss. 
Co. 

Mary A. Stump Gas Co.: 

12239 Hope Natural Gas Co_...| Center Dist..-....-- We, Vine}, CR Eenccences 1 7 58} Iss. 

Subsurface Reserve Corp. et al.: 

12779 Texas Eastern Trans.| Christmas...-......-. Texas..... De Witt.....--- 6 2 58/ Iss. 
Corp. 

Est. of John L. Sullivan Dec.: 

12556 Unit. Gas Co. Inc.-.-....- Palo Blanco........- Texas....-. RG icacccnces 3 25 58 | Iss. 

Sun Oil Co.: 

9989 Transcontinental G.P.I.| Kinder Cowpen C..| La......-- Beauregard*....| 1 7 58 | Iss. 
Corp, 

10819 Texas Eastern Trans, | Cabeza Creek_....-- TOBccsan QE a ccncsmia 1 17 58 | Iss. 
Corp. 

12513 Cities Service Gas Co....- (I Okla.....- Gre .ccccacces 3 3 58) Iss. 

12972 Michigan Wis. Pipe Line | Laverne--.--.-..--...-- Okla.....- Harper......--.- 4 24 58 | Iss. 
Co. 

13362 Trunkline Gas Co. .-..-.-- Clear Creek.......-- Bei nmnsend Beauregard*....| 3 25 58 | Iss. 

13908 Texas Gas Transmission | Egan...........----- Sa cicdeant BONE icstentnne 3 25 58 | Iss. 
Corp. 

Sunray Mid Continent Oil: | | | 
11878 Frank E. Kirkpatrick, Jr__| East Blackwell. -.--| a 5 TR. nn ocpapetad, & eee 
12211 United Gas Pipe Line Co..| Ridge Area_.....---- DE cenaas Lafayette*......| 5 9 58 | Iss. 
15018 Breckenridge Gasoline Co_| Haynes---....-.-.--- | Texas..... COME, cceniacemanl 6 258) Rej. 

The Superior Oil Co.: | } 

9873 Natural Gas P.L. Co. of McFarland Unit... CRB unas D PR iccccdcsun } 1 3 58| Iss. 
Amer. | | | 

11131 Colo Interstate Gas Co...| Greenwood_...------ | Ree cus | Stantom.......-- } 210 88) Tés 

12121 United Gas Pipe Line Co.| Bayou Rambio- -.-- | | Terrebonne ---- 5 9 58 Iss 


See footnotes at end of table. 
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AND PURCHASER# 


The Superior Oil Co.—Continued 
12878 United Gas Pipe Line Co. 
13072 Cities Service Gas Co...-- 
13632 West Texas Gathering Co. 
15207 American Louisiana P. L. 

Co. 

Loris Swadley et al.: 

13170 Hope Natural Gas Co._.. 

Mrs. D. H. Taylor: 

14122 United Gas Pipe Line Co. 

McCleland Taylor: 

13276 United Gas Pipe Line Co- 

The Texas Co.: 

11205 Phillips Petroleum Co---- 

12455 Panhandle Eastern P.L. 
Co. 

12836 El] Paso Natural Gas Co-.- 

13168 Natural Gas P.L. Coa. 
of Amer. 

13289 United Fuel Gas Co_-.-..-. 

13750 Panhandle Eastern P.L. 
Co. 

13751 Panhandle Eastern P.L. 
Co. 

13752 Panhandle Eastern P.L. 
Co. 

14210 West Texas Gathering Co- 

Texas Gulf Producing Co.: 

12128 United Gas Pipe Line Co- 
12449 E] Paso Natural Gas Co__- 
14304 Southern Natural Gas Co. 
Texas Pacific Coal Oil Co.: 
14335 West Texas Gathering Co. 
Texoma Production Co.: 
10198 Natural Gas P.L. Co. of 
Amer. 
Tidewater Oil Co.: 
5927 El Paso Natural Gas Co-_--- 
11265 American Louisiana P.L. 
Co. 
13051 Southern Natural Gas Co. 
13136 United Gas Pipe Line Co. 
14148 Hope Natural Gas Co-_--.. 
Time Petro Co., et al.: 
12456 Cities Service Gas Co 
W. L. Todd, et al.: 
9029 El Paso Natural Gas Co-_-. 
Toklan Oil Corp.: 
13766 Natural Gas P.L. Co. of 
Amer. 
G. C. Trahan Drlg Contr. Inc.: 
12501 Texas Eastern ‘Trans. 
Corp. 





See footnotes at end of table. 


FIELD NAME 


Lake Hatch........-. 
Whiterock.........-. 
SIE cknrcnaae 


DeKalb Dist_....._. 





Unnamed 


Maxie 


E. Panhandle--_-_-.- 
I ipceneuiniinn 


8. Andrews. .......- 
Unnamed......-.... 


ccc tdencnnn 


8. Kermit 


Emperor............ 
St. School Land__--- 
PE iccnndasiacn 
N. Holly Beach--._- 
Bayou Bouillon-.-.--- 


8.E. Houma 
Blackwater 


WOE nceiineias 


Eumont 


GO a nesiccicccn 


Unnamed 





STATE 


Geek. ooo 
Texas..... 


Texas_.._- 
BeEccons 





COUNTY 


ne baceneen 
BOR needed 


Pear] River. ...- 


Andrews.......- 
Hansford......-- 


Vermilion... ._.- 
NET cnc ccccceu 


Terrebonne. --.-- 
Andrews. .._...- 
Jefferson Davis* 





St. Martin...... 
Terrebonne. -.-- 
Randolph_-_._..- 


DISPOSI- 
TION 
DATE 


~ 
R 
B 


425 


210 
5 7 


ao 
te 
S S$ 8 8S 8B 8B & &@ 


6 27 


o 
o 
SSE 


3 3 
212 


6 27 58 


BE 


1 27 58 
3 31 58 





DISPO- 
SITION 


Iss. 
Iss. 
Iss. 
Dis. 
Iss. 
Iss. 


Iss. 


Iss. 
Iss. 


Iss. 
Iss. 


Dis. 
Iss. 


Iss. 
Iss. 
Iss. 
Iss. 
Iss. 
Rej. 
Iss. 
Iss. 


Iss. 
Iss. 


Iss. 
Iss. 


Iss. 


Iss. 


Iss. 
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Transcontinental Production: } 























14343 Transcontinental G.P.I. | Unnamed-.-.-.......- Texas..... Victoria......... | 6 258) Iss, 
Corp. | 
Trice Production Co.: } 
11111 Tennessee Gas Trans. Co..| W. Rock Island_---- Riksta Colorado........ 1 7 58 | Iss. 
13131 United Gas Pipe Line Co..| E. Bell City-_.......- | La.......-.| Caleasieu....... 2 28 58 | Iss. 
Rip C. Underwood, et al.: 
12521 Northern Natural Gas Co.| N. Hansford. -.-.-.--- | Texas....- | Hansford........ 3 3 58 | Iss. 
Union Oil Co. of Calif.: | | 
12695 Transcontinental G.P.I. oo ae eee | La........| Vermilion....... | 1 20 58 | Iss. 
Corp. | 
12908 Michigan Wis. Pipe Line | Laverne............. Okla...... | Harper*......... 4 24 58 | Iss. 
Co. 
13003 United Gas Pipe Line Co..| Lake Hatch......--- St ichanmaial | Terrebonne. ...- 1 24 58 | Iss. 
13371 Transcontinental G.P.I. | W. White Lake_--_-- EMiasedacs | Vermilion......- 6 2 58 | Iss. 
Corp. | 
Union Pac. R.R. Co.: | | 
10531 Pacific Northwest P.L. | Rangley..........--.| Colo...... Rio Blanco...... 1 258} Iss. 
Corp. | 
Union Producing Co.: 
13823 United Gas Pipe Line Co..| Palo Blanco-........ Texas..... WOU asci cs ccon 3 25 58 | Iss. 
Unit Gas Co. Inc.: 
12555 Texas Eastern Trans. | Palo Blanco.......-.. Texas..... Brooks.......... 3 25 58 | Iss. 
Corp. 
United Producing Co. Inc.: | 
10606 Natural Gas P.L. Co. of | Forgan South....... i DONO a cicecc 1 3 58 | Iss. 
Amer. | 
12788 Kansas Nebraska Nat. Grand Valley. .....- Okla...... pe 2 10 58 | Iss. 
Gas Co. 
13929 Colo. Interstate Gas Co..}| W. Panhandle--_-_.-- Geiccncn Beaver.......... 6 30 58 | Iss. 
U.S. Smelting Refg. and Mining 
Co. | 
14349 West Texas Gathering Co.| Kermit S_-..-..--- | Texas.....| Winkler........] 6 27 58 | Iss. 
Vanson Prod. Corp. et al.: | 
13347 Southern Natural Gas Co_| Spider_...........-. a iicwinnss De Soto........- 3 25 58 | Iss. 
The Vickers Petro Co. Inc.: | | 
12727 Panhandle Eastern P.L. | Richfield...........- | Kans. ~--+| Morton........- | 210 58 | Iss. 
Co. | 
E. 8. Villines et al.: | 
13689 Panhandle Eastern P.L. | Hugoton...........- | Kans. ....| Seward........- 3 18 58 | Iss. 
Co. | 
Vincent and Welch Ine. et al.: 
12613 Tennessee Gas Trans. Co.| North Elton.....--- B@biiccnscs i scaiisiels 6 5 58 | Iss. 
W. E. Walker: | 
10297 Transcontinental G.P.L. | Cowpen Creek_...-- Sle eect Beauregard -.... 1 7 58 | Iss, 
Corp. | | 
Warren Petro Corp.: | | 
12215 United Gas Pipe Line Co. | Lafayette*...... | 5 9 58| Iss, 
12696 Jernigan and Morgan | Lincoln. .......- 6 19 58 | Iss. 
Trans. | 
©. B. Webster et al.: | 
13021 Trunkline Gas Co.......- WAN issscs ca | Texas.....| Harris..........| 211 58 | Iss. 


See footnotes at end of table, 
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PRODUCER#, DOCKET NO. G-, 





AND PURCHASER# FIELD NAME 
Weimer and Fitzhugh: 
15145 Lone Star Gas Co__-....- Big Mineral. ......- 
West Texas Gath. Co.: 
14302 El Paso Natural Gas Co..| Emperor..-.........- 
Fred Whitaker et al.: 
12517 Texas Gas Transmission | Carthage..........-- 
Corp. 
13015 Texas Eastern Trans. | Tatum.............. 
Corp. 
White Eagle Oil Co. et al.: 
14130 Cities Service Gas Co....- pf 8. ee 


Williams and Anderson et al.: 

13171 Hope Natural Gas Co... 
E. B. Williams Sr.: 

12509 United Gas Pipe Line Co. 

12511 United Gas Pipe Line Co. 
Robert Gordon Williams: 

12512 United Gas Pipe Line Co. 
Wood River Oil and Refg. Co. 

Inc.: 

13395 E] Paso Natural Gas Co-- 
Kate Woofter Gas Co. et al.: 

4857 Carnegie Natural Gas Co-- 
Worldwide Petroleum Corp.: 

13596 Cities Service Gas Co...- 
Charles B. Wrightsman: 

12055 United Gas Pipe Line Co. 









See footnotes at end of table, 


Pistol Ridge 
Pistol Ridge 


Pistol Ridge 











STATE COUNTY 
Texas..... Grayson ........ 
"TOMB naan Winkler. ......- 
Texas..... POccescccked 
TON 5.2.8 ee 
a SR ccmannaces 
Wes Vileneit SR csccess 
Pes ccce WOES swccuse 
PE cans SONNE 6 wasaccs 
EMG W422 Forrest* . ......- 
N. — Rio Arriba* 

Ts Ce ch Get cces 
Okla......] Grant........... 
DA cacnivd Vermillon* 








DISPOSI- | DISPO- 
TION | SITION 
DATE 
6 18 58 | Rej. 
6 27 58 | Iss. 
3 3 58) Iss, 
3 3 58) Iss, 
4 25 58 | Iss. 
3 25 58 | Iss. 
3 3 58 | Iss. 
3 3 58] Iss. 
3 3 58) Iss, 
3 25 58 | Iss. 
2 10 58 | Iss. 
3 25 58 | Iss. 
3 31 58 | Iss. 






PRODUCER LIST 1165 


PRODUCER APPLICATIONS FOR ABANDONMENT OF SERVICE DISPOSED OF 
DURING THE PERIOD JANUARY 1 THROUGH JUNE 30, 1958 





PRODUCER#, DOCKET NO. G-, 
AND PURCHASER# 


Amerada Petro Corp.: 
11422 El Paso Natural Gas Co_. 
11423 El Paso Netural Gas Co-. 
The Atlantic Rfg. Co.: 
11118 United Gas Pipe Line Co. 
Bass and Vessels: 
13952 Tennessee Gas Trans, Co- 
13957 Tennessee Gas Trans. Co. 
T. E. Bickel Estate: 
13394 Hope Natural Gas Co-_-.. 
Cabot Carbon Co.: 
14137 Colo. Interstate Gas Co. 
Cameron Oil and Gas Co.: 
13269 South Penn. Natural Gas 
Co. 
Canon Oil Prod.: 
11702 Hope Natural Gas Co--..- 
Cities Service Oil Co.: 
10772 Colo. Interstate Gas Co. 
11837 United Gas Pipe Line Co. 
13364 Texas Gas Transmission 
Co. 
13446 Tennessee Gas Trans. Co. 
Clark Development Co. et al.: 
13799 Lone Star Gas Co-......... 
Jerry Covington: 
13141 El Paso Natural Gas Co-- 
Currie B. Davis: 
13089 Trunkline Gas Co.......- 
Dunn Mar Oil and Gas Co.: 
13329 South Penn. Natural Gas 
Co. 
Falcon Seaboard Drig. Co. et al.: 
13932 Kansas Nebraska Nat. 
Gas Co. 
Ralph R. Gilster et al.: 
14158 Texas Eastern Trans. 
Corp. 
N. C. Ginther et al.: 
13122 Transcontinental G.P.L. 
Co. 
Greenbrier Oil Co.: 
12725 Texas Gas Transmission 
Co. 
Grabb and Hawkins et al.: 





13813 United Gas Pipe Line Co. 
Howard Hogan: 

13112 E] Paso Natural Gas Co... 

13113 El] Paso Natural Gas Co-. 
Hope Nat. Gas Co.: 

13573 Pond Fork Oiland Gas Co. 
Kerr McGee Oil Industries: 

13555 Lone Star Gas Co._....... 

13695 Phillips Petroleum Co-... 
Llano Grande Corp.: 

13367 E] Paso Natural Gas Co.. 


See footnotes at end of table, 


DISPOSI- | DISPO- 











FIELD NAME STATE COUNTY TION | SITION 
DATE 
Spraberry Trend....| Texas....- Reagan........- 1 31 58 | Dis. 
Spraberry Trend....| Texas_...- Reagan. ........ 1 31 58 | Dis. 
SR iccenacsbinitives yr Webster......... 6 258) Dis. 
Chamberlain........ Texas_.... TR cicccesans 6 13 58 | Iss. 
Matias Perra Le....| Texas....-. pln tdecadsabd 6 13 58 | Iss. 
Union Dist.......... Wa Wiesnd WORE ceastsunes | 5 19 58) Iss. 
Prairie Morrow. .... GRP nnene Beaver.......... 1 24 58 | Dis. 
Washington Dist...| W. Va....| Boone. .......-- 5 19 58 | Iss. 
McKim Dist......-- | W. Va....| Pleasants....... 3 7 58| Dis. 
i cicaiccsaaccctntionn 2 558] Dis. 
Lewisburg. ..-.....-- 2 14 58 | Iss. 
S. Lewisburg. .-....- 6 9 58} Iss. 
Underwood. ........ aces Lavaca. .......- 5 19 58 | Iss. 
Walter Foster....... Texas. .... a 3 25 58 | Iss. 
eee A EEE 4 158} Dis. 
Collettoville......... Texas..... Victoria......... 1 28 58 | Iss. 
Grant Dist.........- Wa Vileecs] Wel Ricswcnsens 5 19 58 | Iss. 
| 
Not reported_......- Colo...-.-.- re 2 27 58 Dis. 
Rs cicnncenana Danii De Soto®........ 1 28 58 | Dis. 
Not reported........ Texas..... Wharton.......- 2 24 58 | Iss. 
WE, i ccnstinns Di nninwinnd CC ra 1 3 58 | Iss. 
LaFourche Cross....| La.......- LaFourche-....- 6 3 58) Iss. 
Dollarhide.........- N. Mer...| Lea.......-..--- | 318 58| Dis. 
Dollarhide.......... es SS 3 18 58 | Dis. 
| 
Cook District....... Wa Widnes Sn 2 11 58 | Iss. 
PN icscnicnnnt Qaeccnin | Se 4 30 58 | Iss. 
Spraberry...........| Texas.....| Midland........| 6 19 58 | Iss, 
Dean Wright.......- nn Cochran.......- 3 18 58 | Dis. 


































































1166 PRODUCER LIST 


ABANDONMENT APPLICATIONS—Continued 


DRODUCER#, DOCKET NO. G-, DISPOSI- | DISPO- 
AND PURCHASER# FIELD NAME d TION 


Murphy Oil Co. of Pa.: 
13778 South Penn Natural Gas 
Co. 
Oil and Gas Property et al.: 


Pan American Petro Corp.: 
13953 The Superior Oil Co Montgomery....| 6 19 58 
Virgil Oil Co.: 
14642 Transcontinental G.P.L. Calcasieu 
Co. 
The Sharples Oil Corp.: 
10811 Texas Gas Products Corp.| Spraberry 
8. A. Smith et al.: 
11278 Hope Natural Gas Co_...| Union District 
Sohio Petroleum Corp.: 
14754 Tennessee Gas Trans. Co.| Holmwood 
Milton V. Spencer: 
13261 Tennessee Gas Trans. Co.| Mustang Creek Texas.._..| Colorado 
Nellie M. Stinespring: 
12917 Hope Natural Gas Co....| Southwest Dist W. Va....| Doddridge 
The Texas Co.: 
11523 Lone Star Gas Co y Stephens 
Texas Gulf Producing Co.: 
10768 Lone Star Gas Co N. W. Shamrock.... Wheeler 
W. 0. Woodward: 
12485 Texas Eastern Trans.| Greenwood Wasko. 
Corp. 








*Indicates that other fields, counties, or States are also included. 
#Producers and purchasers name may include et al., trustee, agent or additional names on certain dockets, 
I Iss., issued; Wtd., withdrawn; Rej., rejected; Dis., dismissed; Jur., Commission has jurisdiction, 





